S. HrRG. 106-628

U.S. TRADE AGENDA AFTER THE
SEATTLE MINISTERIAL

HEARING

BEFORE THE

COMMITTEE ON FINANCE
UNITED STATES SENATE

ONE HUNDRED SIXTH CONGRESS
SECOND SESSION

FEBRUARY 10, 2000

gk

Printed for the use of the Committee on Finance

U.S. GOVERNMENT PRINTING OFFICE
64-146—CC WASHINGTON : 2000

$361-3



COMMITTEE ON FINANCE
WILLIAM V. ROTH, JR., Delaware, Chairman

CHARLES E. GRASSLEY, lowa DANIEL PATRICK MOYNIHAN, New York
ORRIN G. HATCH, Utah MAX BAUCUS, Montana

FRANK H. MURKOWSKI, Alaska JOHN D. ROCKEFELLER IV, West Virginia
DON NICKLES, Oklahoma JOHN BREAUX, Louisiana

PHIL GRAMM, Texas - KENT CONRAD, North Dakota

TRENT LOTT, Mississippi BOB GRAHAM, Florida

JAMES M. JEFFORDS, Vermont RICHARD H. BRYAN, Nevada

CONNIE MACK, Florida J. ROBERT KERREY, Nebraska

FRED THOMPSON, Tennessee CHARLES S. ROBB, Virginia

PAUL COVERDELL, Georgia

FRANKLIN G. POLK, Staff Director and Chief Counsel
DavID PODOFF, Minority Staff Director and Chief Economist

()



CONTENTS

OPENING STATEMENTS

Roth, Hon. William V., Jr., a U.S. Senator from Delaware, chairman, Com-
mittee ON FINANCE ......ccovviieiiiiiiiieiiieeeicnencieenicnisisterssinteesessssrserssssssianessssssnsases
Moynihan, Hon. Daniel Patrick, a U.S. Senator from New York ........cccoccvvennene.

ADMINISTRATION WITNESSES
Barshefsky, Hon. Charlene, U.S. Trade Representative, Washington, DC ........

CONGRESSIONAL WITNESSES

Westin, Susan S., associate director, International Relations and Trade, Gen-
eral Accounting Office, Washington, DC ..........cc..covvnvrninnininninnennenessnee s

PUBLIC WITNESSES

Donohue, g‘gomas dJ., president and CEO, U.S. Chamber of Commerce, Wash-
INGLON, DO ...t s e e e e

, Richard, secretary-treasurer, AFL-CIO, Washington, DC ..................
Johnson, lA)l(l:en F., president, National Oilseed Processors Association, Wash-
INGLON, DC ..ot e a e s e aee
Pu‘;t;n, Mark Van, president and CEO, National Wildlife Federation, Vienna,

ALPHABETICAL LISTING AND APPENDIX MATERIAL

Barshefsky, Hon. Charlene:
TESLIMOILY ...vevvrerneriesiinireinreiesreremnnisessressesenssrssesersssssesssassssssssonessnseesasnessessssanassses
Prepared statement ..........c.ccceciiiininiiniinrnesesas e
Responses to questions from Senators Baucus, Hatch, and Mack
Donochue, Thomas J.: —
TeStIMONY ....ocoiiriniiiiiiiiiiriii i e e
Prepared statement ......c..coccceceiiciincicec et sre e s sns s b
Hatch, Hon. Orrin G.;
Prepared Statement .........ccocceeieerieireinie et s
Johnson, Allen F.:
TEBLIMONY ....uvvvvenieeeiineiceree e reete st s et ra et s b et absab b b a e sr s n b e s s s b bs
Prepared 8tatement ............ccccivieiieiiiininnie e e
Moynihan, Hon. Daniel Patrick:
- Opening statement ...........cccovievviinnneineenerees reeererrerer e nnisee s anesenaes
Roth, Hon. William V., Jr.:
6pening Statement ........c.coviiiiniiiinii e e
Trumka, Richard:
TESEIMONY ..eeveereerirrreririenisiisiestere it et e b e s b e b sabs b e sa s sresaesanesananes
Prepared statement .............c.coeiivnnniiiniinne s, :
Responses to questions from Senator Baucus
Van Putten, Mark:
TEBEIIMONY ..eevvverreerirerercnrrnrenier s riessesies i ettt sae s s b s e s b et a s sr st sena st n s an e e
Prepared statement ...t s e e
Westin, Susan S.:
TEBHIIMONY ..cvverererersereesmiienmentitiiies ittt st srs b e st s s s tes e se e b et s e ana e s e se s aes
Prepared statement ..o e e

i

Page

35

27
30

31
33



v

Page
COMMUNICATIONS

American Apparel Manufacturers Association ..........cccceeeereincrenecnennniennenniennn 83
American Forest & Paper Association .......c...ccvimevnniniennienncneniensinieneieneenons 85
American Farm Bureau Federation ...........c...icoieecrncnscrinienieenenecnnonnens 88
Labor/Industry Coalition for International Trade (LICIT) ...ccccrueuenneee 90
Matte], INC. covvvvcreiiiieieecrecnniereenssseeneseesscssnessnesensessnsssesnesaesssassessesansns 93
National Electrical Manufacturers Association 95
U.S. Integrated Carbon Steel Producers ...........cccvievivcerenenneniesieennnenieerassssenee 95



U.S. TRADE AGENDA AFTER THE
SEATTLE MINISTERIAL

"THURSDAY, FEBRUARY 10, 2000

U.S. SENATE,
COMMITTEE ON FINANCE,
Washington, DC.

The hearing was convened, pursuant to notice, at 10:05 a.m., in
room SD-215, Dirksen Senate Office Building, Hon. William V.
Roth, Jr. {chairman of the committee) presiding.

Also present: Senators Grassley, Gramm, Moynihan, Baucus,
Rockefeller, Conrad, Kerrey, and Robb.

OPENING STATEMENT OF HON. WILLIAM V. ROTH, JR., A U.S.
SENATOR FROM DELAWARE, CHAIRMAN, COMMITTEE ON FI-
NANCE

The CHAIRMAN. The comraittee will please be in order.

This marks the first of a series of hearings I intend to hold this
session concerning our trade policy and the operation of the WTO.
Our trade policy is in crisis, and niy aim is to get it back on track.

To do that, I need to call it like I see it. We need to draw what
lessons we can from Seattle and get back to work opening markets
for the benefit of farmers, workers, and consumers here in the
United States.

From what I saw in Seattle, I would make the following four ob-
servations. First, the failure in Seattle began long before the trade
ministers arrived there.

It began with the President’s ambivalence on trade issues from
1992 to the present, the same ambivalence that was reflected in his
unwillingness to press for fast track negotiating authority, and in
his failure to close a deal with China this past spring. He has yet
to learn that, on issues like this, you simply cannot have it both
ways.

Second, having arrived in Seattle without any prior agreement
on the negotiating agenda was a prescription for disaster. Ambas-
sador Barshefsky, you, of course, got an earful from us about the
lack of preparation in our Finance Committee hearings last fall.

Yet, when we got to Seattle, the progosed ministerial declaration
consisted of a heading and signature blocks and no agreement on
any of the issues in between.

Third, once in Seattle, we found ourselves isolated by our Euro-
pean and Japanese trading partners, which is a trick we usually
manage to play on them. We were isolated on the issues of dump-
ing and labor standards. One of the reasons the Europeans and
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Japanese were able to do that, was their cultivation of the devel-
oping country members of the WTO.

Fourth, there should not be any mystery about how we found
ourselves at odds with the developing country members of the
WTO. Ambassador Barshefsky went to Seattle without agreement
from the developing country members, even on the administration’s
proposal to create a WTO working group on labor, a proposal that
had only been submitted to other WT'O members just prior to the
meetilrlxg in Seattle, with no time to build a consensus on that ap-
proach.

At that point, the President arrived in Seattle to confirm the
worst fears of the developing country’s delegates. He stated that
his goal was to secure the negotiation of labor standards and their
enforcement through trade sanctions. That statement led one ad-
ministration official to tell me that the President’s comments did
not reflect administration policy.

Now, as Mike Moore pointed out in his closing press conference
in Seattle, the ministerial was not a total loss because it led to the
creation of a WTO parliamentarian’s forum.

At my suggestion and with a great deal of help from the WTO
staff, we were able to launch the first-ever meeting of the real rep-
resentatives of civil society and WTO member countries and to lay
the groundwork for our future participation in future WTO meet-
ings. It was a tribute to the WTO’s interest in addressing the often-
voiced criticisms of a lack of transparency. _

What we did not achieve was any progress on market access,
which is what our trade policy should be about. The question, now,
is how to get our trade policy back on track.

My own State of Delaware is a good example of why we need to
get back in the game. Expanding access to new markets for U.S.
poultry through the WTO negotiations on agriculture is critical to
the future of my producers in southern Delaware.

Service negotiations in the WTO offer Delaware banks the oppor-
tunity to offer their financial services, not just to customers here
in the U.S., but anywhere in the world.

Expanding two-way trade under the framework of the WTO rep-
resents the future of the port in Wilmington, as well as the future
of ic:lhe port’s longshoremen and the teamsters that deliver the
goods.

Trade and trade negotiations in the WTO are also important to
every working man and woman in Delaware in another way: as
consumers. Imports bring us a broader range of lower-cost, higher-
quality goods, it expands the freedom of choice consumers can exer-
cise in the market.

Trade, for me, is also a moral imperative. Reducing trade bar-
riers eliminate the most regressive taxes imposed in any tax sys-
tem because high tariffs and quotas fall most often on products
that are staples, food and clothing, that consume a larger share of
a working man or woman’s income at the lower rungs of the eco-
nomic ladder.

Reasserting American leadership is critical to achieving these
goals. Absent American leadership, the trading system will found-
er. That is not good news, either for the strongest advocates of
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trade or its critics. What we need to know is how you propose to
get us back in the game.

We need to know if the President, based on his comments in Se-
attle and more recently in Davos, has essentially set progress on
labor and environmental issues in the WTO as preconditions of any
substantive progress on the trade agenda.

Let me repeat my view that labor and the environment are
issues that need to be addressed in the broader scope of our inter-
national economic policy. The fact is, however, that we are unlikely
to make progress on either the trade front or on labor and environ-
ment if we set up one as a precondition of the other.

Even looked at from the perspective of the labor and environ-
mental critics of our current policy, it does not serve their cause
to have the U.S. effectively sitting on the sidelines.

If we do not reengage, one thing that is certain is that the ar-
rangement will not serve either our trading interests or our inter-
ests in improving working conditions and the environment around
the world. It is time to get back down to business on trade and
market access.

Let me now turn to my esteemed colleague and Ranking Mem-
ber, Senator Moynihan.

OPENING STATEMENT OF HON. DANIEL PATRICK MOYNIHAN,
A U.S. SENATOR FROM NEW YORK

Senator MOYNIHAN. Mr. Chairman, let me, first, agree with ev-
erything you have said. That may be a first.

The CHAIRMAN. Thank you, sir. I appreciate that.

Senator MOYNIHAN. And I think this committee will do the same.

You make the point that, if we insist that labor and environ-
mental matters be dealt with in WTOQ, we will do nothing about
labor and environmental matters. If you wish to pursue and
achieve something there, you would go to the ILO and to the
United Nations, which has organizations with old, established pro-
cedures. We are scuttling everything.

American trade policy is in crisis. It is a crisis that came about
in this administration. We blame a generalized anxiety about
globalization. That was the term.

Yet, as a Times correspondent, Nicholas Kristoff—and I think
the Senator from Texas would be interested and probably agree—
wrote last year, “Perhaps the greatest myth about globalization is
that it is new. By some measures, its peak occurred a century ago,
making the 20th century memorable in economic history mostly for
its retreat from globali :ation. In some respects, only now is the
world economy becoming roughly as interlinked as it was more
than a century ago.” I see Ambassador Barshefsky nodding.

We had testimony here this past January from Gary Benanev,
the CEO of New York Life International Insurance Company. He
told us that, in 1913, his company sold life insurance in 57 coun-
tries; today, they are present in just 7. In some respects, we are
merely regaining ground that was lost to war and the Great De-
pression. It will take leadership to avoid making the mistakes that
we have made in the past.

Ambassador, am I boring you?

Ambassador BARSHEFSKY. No. I am taking notes, sir.
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-Senator MOYNIHAN. Mistakes we made in our last retreat from
globalization. The Smoot-Hawley tariff raised tariffs to 60 percent
and deepened what could have been a stock market correction into
the Great Depression. It took Cordell Hull and his vision of the Re-
ciprocal Trade Agreements Act of 1934 to turn this around.

We are losing our way, after 60 years in the right direction. The
sconomist labeled the Seattle ministerial a glebal disaster. A global

isaster.

To make matters worse, the President’s traditional trade negoti-
ating authority—we once called it fast track—lapsed nearly 6 years
ago on April 15, 1994. I was then chairman of this committee. We
would have had the bill out on April 17. If you had been chairman,
you would have had it out in the same time.

But there were political concerns, and now there is no hope. In
the State of the Union address this year, the President did not
even mention trade negotiating authority. Did not mention it.

The CHAIRMAN. That is right.

Senator MOYNIHAN. We are about to begin a review of our par-
ticipation in the WTO, as called for in Section 125 of the Uruguay
Round Agreements Act. We would like to move forward in many di-
rections. We are pleased that we will have négotiations on agri-
culture and services, but we desperately need to get back the initia-
tive that we had and which has been lost in the last 7 years. Every
President, Democratic and Republican, from Roosevelt on, kept this
going, and we have lost it.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Senator Moynihan.

Let me point out, we have a vote at 11:00, so we are going to
proceed and ask the Ambassador to give her statement. Then we
will call on each member to ask whatever questions.

I know one or two of you want to make opening statements, but
you have expressed willingness to use your question period for that
purpose. Unfortunately, time is limited, so we must proceed.

Our first witness, of course, is the U.S. Trade Representative,
Ambassador Barshefsky. She is here on behalf of the administra-
tion. She has been the U.S. Trade Representative since 1997, and
was both Acting and Deputy Trade Representative prior to that. I
want to say that you have been a very, very tough negotiator on
the part of the United States, and I think things like China would
not happen otherwise.

Ambassador BARSHEFSKY. Thank you.

The CHAIRMAN. Ambassador Barshefsky.

STATEMENT.OF HON. CHARLENE BARSHEFSKY, U.S. TRADE
REPRESENTATIVE, WASHINGTON, DC

Ambassador BARSHEFSKY. Thank you, sir. Thank you, Chairman
Roth, Senator Moynihan, and members of the committee. I do ap-
preciate the opportunity to appear before you and if I may, ask
that my full statement be accepted into the record.

The CHAIRMAN. Without objection.

[The prepared statement of Ambassador Barshefsky appears in
the appendix.]
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Ambassador BARSHEFSKY. Let me begin with the most immediate
point. That is, that the global trading system is fundamentally
sound and participation in it is profoundly in America’s interest.

‘While the ministerial conference in December did not agree on
a new negotiating round and legitimate criticisms of the trading
system deserve a respectful hearing and repair, the WTO is ful-
filling its central mission, and its core mission is critical.

It is opening new opportunities for Americans, promoting sus-
tainable development, raising living standards, and strengthening
peace. Our continuing leadership in the WTO is of critical impor-
tance to Americans, and to the world. -

This is clear in the historic record. Over five decades, our devel-
opment of the trading system has helped to foster what amounts
to a 50-year economic boom. Since the 1950’s, the world economy
has grown six-fold, per capita income has nearly tripled, and hun-
dreds of millions of families have escaped from poverty.

The completion of the Uruguay Round in 1994 took us further,
addressing for the first time agriculture and services, protecting in-
tellectual property rights, strengthening our ability to enforce
agreements, and enable us to conclude more recent multilateral
agreements on information technology, basic telecommunications,
and financial services. ]

Worldwide, the WTO and its predecessor, the GATT, has
strengthened the rule of law, opened markets, and proved its worth
during the Asian financial crisis where WTO obligations helped
countries avoid a cycle of protection and retaliation, similar to that
which deepened the Depression in the 1930’s.

At home, since 1992 the GATT system and the WTO has helped
America’s goods and services exports to have expanded by 55 per-
cent. This export growth is particularly important, as export-re-
lated jobs typically pay 10 to 15 percent above the average U.S.
wage.

Likewise, our own economy’s growing openness and receptivity to
imports has helped to promote competition, keep inflation low, and
raise living standards, especially for our poorest families.

Together with fiscal discipline and increased investment in edu-
cation, the trading system has made a remarkable contribution to
America’s record of growth, job creation, technological progress,
and rising living standards.

As this record indicates, development of the trading system has
been a work of profound importance. It has, therefore, always been
difficult. Just as we saw in Seattle, nations always have en-
trenched interests which benefit from the status quo, and at each
point along the road governments have had to make politically dif-
ficult choices to serve the greater good, so at times we have dead-
lock.

The founding of the GATT in 1948 was built on the failure to set
up the International Trade Organization in 1947. The creation of
the WTO 5 years ago followed a failed attempt to launch the round
in 1982, a mid-term breakdown in 1988, a failure to conclude the
round in 1990, a failure to conclude the round in 1992,

More recent negotiations on financial services and telecom also
broke down in 1996 and 1997, to be followed in all cases by success.
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;I‘hle‘s experience in Seattle was similar to a number of these dead-
ocks.

While broadly supportive of a round, a number of WTO members
were reluctant to commit themselves to a negotiating agenda cov-
ering difficult issues. The reform of agricultural trade poses a very
special challenge to Europe and to Japan.

In this instance, Mr. Chairman, with all respect, it was not the
U.S. who was isolated, it was Europe and Japan who were isolated,
but‘i refused to accept the agriculture tax that was negotiated in Se-
attle.

Developing countries also have diverse interests which a round
must take into account, and we in the U.S. have sensitive areas as
well. But all of us, each of us ircluding the United States, must
be willing to look hard at our agendas and we must be willing to
consider ways to accommodate a number of concerns our trading
partners have raised so that we can move forward. Indeed, I be-
lieve, Mr. Chairman, Mr. Moynihan, it is essential that we move
forward.

The core elements of a pegotiating agenda on market access are
before us. This week, as you know, the day before yesterday, talks
on agriculture and on services reopened pursuant to the built-in
agenda agreed to at the close of the Uruguay Round.

These two areas, agriculture and services, are of great impor-
tance to American farmers, ranchers, and services providers. I am
pleased to say that, through our very great efforts and those of oth-
ers, these negotiations will proceed on schedule.

The Council on Trade and Services will meet in special session
later this month to formally inaugurate the negotiations, and the
Committee on Agriculture will do so in the third week in March.

We, for our part, are preparing a Federal Register notice seeking
public comment on potential and specific negotiating proposals in
both agriculture and services, and, Mr. Chairman, we will consult
closely with the committee as we move forward, and certainly well
before we put any specific text on the table in Geneva.

Beyond the mandated negotiations in agriculture and services,
we have other pressing market access concerns, including with re-
spect to tariff and non-tariff barriers, trade facilitation, and others.

While there are a number of different options for proceeding with
trade liberalization beyond agriculture and services, we are also
building up consensus for a new round. We will continue to work
on this assiduously, without question. The President spoke to this
very point in a very well-received address in Davos.

This will not be a simple task, but the outlines can be drawn if
WTO members, including the United States, are willing to rethink
some of the positions they brought to Seattle, focus more fully on
the shared benefits of success, and find the balance that allows us
to move ahead.

As the President said, while we will continue to work toward con-
sensus, success will require flexibility and shared responsibility of
all WTO members. This is not merely the United States, all WTO
mﬁﬁbers will have to show flexibility and a sense of shared respon-
sibility.
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Now, apart from these market access negotiations in agriculture
and services, we have a broad and ongoing agenda at the WTO this
year, and my written testimony lays that out in detail.

But let me just highlight a couple of points. First, implementa-
tion of the WTO agreements agreed in the Uruguay Round, par-
ticularly intellectual property, investment, Customs valuation, and
other issues. We want the implementation of these agreements to
proceed smoothly.

Of course, to the extent particularly developing countries and
least-developed countries have genuine problems on implementa-
tion, our goal is not to litigate, our goal is to help them comply.
With respect to technical assistance and other forms of expertise,
the U.S,, of course, stands ready to lend assistance in that regard.

In addition, as to the least-developed countries, it is vitally im-
portant that developed countries and high-income developing coun-
tries further open their markets on a preferential basis. This im-
pacts most significantly sub-Saharan Africa, which has the largest
concentration of least-developed countries.

As you know, pending before both Houses, hopefully moving to-
ward conference, are bills related to trade with Africa and trade
with the Caribbean Basin region, which will help to further open
our market on a preferential basis to the least developed countries.

Third, the WTO is considering 31 accessions. A number of these
negotiations are well-advanced. Jordan and Georgia will enter in
the near future. We have completed our bilateral talks with China,
Taiwan, Elbania, Croatia, and a number of other countries, and we
have made significant progress with many others.

I know, Mr. Chairman, in several weeks I will be before the com-
mittee testifying on China, but if I might say just for one moment,
that China’s accession to the WTO has the potential to support re-
form in China, create opportunities for China’s trading partners,
and ultimately in the longer term, help to further stabilize peace
in the Pacific.

As part of this process, of course, the U.S. will need to grant
China permanent NTR or risk losing the full benefits of the agree-
ment we negotiated. In connection with both China and Taiwan's
accession, the WTO bears a heavy responsibility to help move these
talks along, and we are hopeful that it does so.

Let me then, just in concluding, turn to the question of WTO re-
form. The protests and criticisms of the WTO in Seattle were not
at the heart of the negotiating impasse in Seattle. They do raise
issues that require a response.

Only through openness and a willingness to listen to its critics
will the trading system retain the broad support of the public and
member governments over time. But this does not mean that all
criticisms are valid. Indeed, part of our response to the criticisms

must be a rejection of unsubstantiated claims and radical procla- -

mations.

The core vision of the trading system is right. Opening markets
in the past decade has sparked growth, reduced poverty, strength-
ened peace. To begin reversing the work we have done would be
irresponsible and damaging to the extreme. It would be damaging
to the poor, to hopes of rising-labor and environmental standards,
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and broader prospects for political stability as well as global eco-
nomic growth. ’

But the WTO must be willing to listen to and act upon legitimate
criticisms and be willing to entertain the incorporation of new
ideas. Certainly it can dd more to promote environmental protec-
tion, it can do more to contribute to the advance of internationally
recognized core labor standards, and it must address concerns
about transparency which are valid and can be easily remedied.

—" This is particularly important in dispute settlement, where the
current practice is to close arguments to public view. If this re-
mains unchanged, public confidence in the system will erode. As a
first -step at our U.S.-EU summit in December which was post-Se-
attle, we proposed that we and the EU, as the two largest users
of dispute settlement, agree to open up the arguments in our WT'O
disputes.

That is to say, as in any courtroom in the U.S. or Europe, a
member of the public, if space is available, can sit in the back of
the room and watch the argument. They are certainly not parties
and they certainly must be respectful of the process.

To our regret, the EU has refused to do this. This is of great sur-
prise to us, given that our legal tradition' comes from Europe. But
it is quite clear that this issue of dispute settlement and the open-
ing of proceedings to public view, the filing of amicus briefs, which
now is not allowed other than by discretion of the panel, allowing
for publication of documents which should not be restricted. These -
elements are vitally important to increase transparency in the sys-
tem.

Let me say that the WTO’s internal processes can also be im-
proved and updated. Membership growth has been extraordinary.
Since the Uruguay Round was launched, the membership has in-
creased by 50 percent. This has made decision making somewhat
unwieldy.

Of course, consensus-based decision making is critical to main-
tain, but we need to find ways to reform the procedural structure
of the WTO. Not in a manner that delays the core business of the
WTO on market access, but in a manner that will complement it.

In sum, the WTO raises a number of challenges in the coming
year, but also a number of opportunities. From newly inaugurated
negotiations on agriculture and services, to implementing prior
agreements, bringing in new members, integrating the least-devel-
oped countries much better into the system, internal reform, and
continued work toward a new round. .

None of these tasks is easy or simple, but as Senator Moynihan
has pointed out, our forbearers have shouldered much more dif-
ficult responsibilities, and much greater responsibilities, and cer-
tainly we should be able ourselves also to rise to that task.

Thank you very much, sir.

The CHAIRMAN. Thank you, Madam Ambassador.

Let me ask you a very simple question.

Ambassador BARSHEFSKY. Please.

The CHAIRMAN. Is the fundamental goal of our trade policy to in-
crease market access?
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Ambassador BARSHEFSKY. The fundamental goal of U.S. trade
policy is to increase market access and opportunities for our work-
g people, farmers, ranchers, and so on, and so forth.

The CHAIRMAN. Well, I agree with you on that point. But I bave
to tell you, I am concerned. I am worried about recent statements
by the President in Davos, by Secretary Summers in India, which
seemed to suggest that our trade policy should not move forward
until labor and environmental conditions are added to the WTO
agenda. - N

Now, if our policy is to open markets, how do we explain or rec-
oncile these statements? If these issues are preconditions on mov-
ing forward, then are we not simply telling our workers, our farm-
ers, that they will not have access to new markets for any time in
the foreseeable future? After all, you and I both know there is sim-
ply no way to get the 130 countries in the WTO that oppose your
labor initiatives to change their minds. -

Ambassador BARSHEFSKY. The core purpose of trade policy, I be-
lieve, is clear with respect to market access, opening opportunities,
leveling the playing field between us and our trading partners.

But there is another aspect to trade policy that we need to take
into account, and that is public acceptance of an open trade regime
and support for the multilateral institutions that have created the
regime under which we have lived and prospered over the last 50
years.

There is an erosion of public support for trade and for the multi-
lateral trade institutions. We have all seen the polling data on this.
It is very, very clear. That erosion has been fairly substantial and
of a sustained basis.

That does not mean that labor and environmental issues are pre-
conditions to moving forward, but it does suggest that these issues
should at least be discussed in the context of trade policy. Or to put
it another way, the compartmentalization of trade from other
issues is difficult to sustain. .

The CHAIRMAN. Let me interrupt, because our time is limited.
But it is hard to reconcile what you are saying with what the Presi-
dent said in Seattle and what has been indicated elsewhere, that
labor and sanctions are key. Now, either they are a precondition
or they are not, you cannot have it both ways.

Let me ask you this. Does the White House, or the President, the
administration agree that the sole policy of our trade policy is mar-
ket access? That is the critical means. And that labor and environ-
ment, which we all agree are important and ought to be addressed
elsewhere—or at least some of us feel that—are not preconditions?

Ambassador BARSHEFSKY. I think the best way to put the Presi-
dent’s position, using his Davos speech as a reference, is that, in
an era of globalization, the compartmentalization of issues is not
possible. It will erode public support in the trading system. The
concern here——

The CHAIRMAN. Are you saying labor and environment are pre-
conditions then?

Ambassador BARSHEFSKY. I am saying that we should do what
we can to move them in—if I might respond. What we are saying,
is that we should do all that we can to ensure, first off, that trade
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is never a race to the bottom, and I do not believe that trade is
a race to the bottom. ]

Second, that labor and ervironmental issues or improvements
move, if possible, in tandem with further trade liberalization, not
one as being a precondition to the other.

But if we can effect improvements across the board in market
opening co-terminus or coincident with environmental protection
a}xlxd an observance of labor standards, we should attempt to do
that.

The CHAIRMAN. My concern is that, when the chips are down, we
cannot get a clear-cut statement as to what is the policy. I think
that has really been the problem with our trade policy, going back
to fast track as well. Yes, we are for it, but no requirements, or
suggestions, or requests come forward for us to act on it.

Let me ask you, because I think it is fundamental that we get
our trade policy back on track. Have any suggestions been made
as to how to do that? For example, do we not have a G-8 meeting
in the near future? Has the suggestion been made that the Presi-
dent bring it up there and see if we cannot get the leaders of the
G-8 countries to push forward multilateral trade talks?

Ambassador BARSHEFSKY. We are looking at a variety of options.
I will be meeting next week with my European counterpart, Mr.
Lamy. I also have met with a number of my counterparts at Davos.
I have talked to dozens and dozens of my counterparts in Seattle.
There are a variety of ideas and approaches on how one might
move forward.

-We all agreed that the very first step would be inauguration of
the built-in agenda on agriculture and services, which some coun-
tries were threatening to hold hostage to broader talks. We felt
quite strongly, this is a preexisting obligation, and the core work
of the WTO must proceed so that a vacuum is not created with re-
spect to core obligations.

Thankfully, we were successful with our trading partners, who
agreed with us that the WTO built-in agenda would move forward
on agriculture and services. Beyond that, I think, Mr. Chairman,
certainly we will be consulting with the committee, and certainly
it is our desire to continue to work very assiduously toward con-
sensus on a new round.

The CHAIRMAN. Madam Ambassador, I will ask one more ques-
tion then turn to you, Pat.

The appellate body will rule on February 24 on our appeal of the
FSC case. I have encouraged you in the past to seek a settlement
of the case in an effort to head off the effect of an extremely divi-
sive decision on the part of the WTO panel.

My question is, I wonder if-it is not time to revisit the 1981 un-
derstanding we reached with the Europeans on our respective tax
systems following the FSC case. You will recall that the GATT pan-
els at the time found that the European territorial tax system was
also violative of GATT rules.

Is it time that we revisit the tax and trade implications of the
European tax system if we cannot find an acceptable settlement?

Ambassador BARSHEFSKY. Mr. Chairman, as you have pointed
out, this case is on appeal. We believe the panel below erred sub-

-
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stantively and with respect to the facts. We have put forward a
very, I think, strong case on appeal. -

But the appellate body will rule shortly, so I am shortly to in-
volve myself in discussions of settlements or anything of that sort,
i;)il}ce our aim and our goal is to seek a reversal of the panel ruling

elow.

Secretary of the Treasury Larry Summers and I have spent quite
a bit of time on this issue. Treasury and USTR are working very
closely on it.

I have spent time, as has Larry, with our European counterparts
on this issue in general terms, but our focus right now is on seeing
if we can persuade the appellate body to reverse the findings which
we believe were in error of the panel below.

The CHAIRMAN. Well, I hope you are successful in that effort. It
is critically important. I also feel we want to make sure that we
are ready to address whatever may happen at that panel, because
it could be very devastating to trade, generally.

Senator Moynihan?

Senator MOYNIHAN. Mr. Chairman, I have had a chance to speak
and our time is short, so I would like to yield to Senator Baucus.

Senator BAUCUS. Senator, please go ahead.

Senator MOYNIHAN. I will put them in writing.

Senator BAucus. All right. Thank you.

Ambassador Barshefsky, I would like to address a couple or three
points here. This is going to be a long series of questions, and you
will not have a lot of time to answer, but you can answer them in
detail in writing. You may have some time for a few brief re-
sponses.

First, let me back up a bit on China. I am concerned that many
members of Congress feel that China is not going to live up to its
end of the deal. A lot of members say, all right, we signed this
agreement, we voted for PNTR. How do we know that China is
going to live up to the agreement? There is a lot of feeling that
China will not. Its track record is not good.

One of my questions is, what is the administration’s monitoring
schedule and plan? I am going to be introducing legislation that
will ask the administration to beef up its monitoring of all trade
agreements. It will also give the Congress new authority with re-
spect to monitoring and following up on trade agreements.

As difficult as it is to negotiate a trade agreement, often it is
even more difficult to implement a trade agreement and to make
sure it is followed up on, particularly in the current climate. So
that is question number one.

Second, it is my view that, among all the reasons why Seattle
failed, one of them is that we are just overloaded. The WTO is now
being asked to deal with so many more issues, GMOs, competition
policy, food safety, e-commerce, perhaps taxation of e-commerce.

A lot of these are, in some respects, domestic regulatory issues,
such as environmental standards and core labor standards. We are
almost putting everything in the new globalized world into the
round, anything to do with commerce, and I question whether there
can even be another round. We may need various bilateral and sec-
toral negotiations, or find some other mechanism.
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Particularly with respect to the EU, I am a little worried on agri-
culture. I want to know what leverage we are going to have to get
something done in this sector.

The Europeans, I think, won in Seattle. They prevented us from
getting any significant reductions in export subsidies. In a state-
ment by John Richardson the EU’s DCM in Washington, basically
he said that if you want to see where we are going look at where
we have gone internally. We are not going to go any further.

Ambassador BARSHEFSKY. Right. Right. [ have seen that.

Senator BAucus. That is no way to begin negotiations. So, really,
my second question is what you are doing about that.

Third, I am very concerned that the EU is cutting a lot of special
deals around the world with different countries, with Mexico, with
the Central Europeans, some Middle East countries, South Africa.
There are many who think that those deals discriminate against
the United States, in violation of the GATT, in violation: of Article
24, We are being discriminated against because Europe is cutting
up and cartelizing, if you will, the world.

While we are willy-nilly going along, the whole system is over-
loaded. I believe the EU has followed this strategy intentionally—
tube the Seattle negotiations, and meanwhile cut a lot of deals that
discriminate in their favor and against the United States.

So, I would like your comments on the degree to which you think
that some of these EUJ agreements discriminate against us and
what we do about that.

Ambassador BARSHEFSKY. Sure.

Senator BAucuUS. Finally, Madam Barshefsky, I would just urge
you to creatively be more provocative, in a sense, more candid with
us, and talk about some of the new ideas and how we deal with
this new era. I do not think there are going to be any more rounds.

We are just too overloaded. Too many countries. Too many dif-
ferent issues. We cannot do it all at once. We are going to have to
find some other way.

My suggestion to you is, and I guess one final question is—and
this goes back to the leverage question with respect to Europeans
and agriculture—is there not a way to get public opinion, world
opinion, mounted against Europe on agriculture with the CAIRNS
group, the United States, developing countries, and with a full-
court press? That is about the only leverage I can think of. Other-
wise, Europe wants to put everything on the table; then it gets
overloaded and nothing happens.

Ambassador BARSHEFSKY. Shall I take a crack at just running
through them?

Senator BAucus. What you can finish within a minute or two.

Senator GRAMM. A lot of us want to get an opportunity to ask
questions.

Senator BAUCUS. Senator, 1 wanted to raise several questions,
and do not expect full answers at this time. But, to the degree that
she has a chance within my time, I would appreciate it. Thank you.

The CHAIRMAN. Please proceed.

Ambassador BARSHEFSKY. Mr. Chairman, if I might just make
clear, I appreciate that you have a vote, but if you wish me to re-
main, I will. :
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The CHAIRMAN. Yes, we want you to remain, but we will con-
tinue. I will run down and vote, and Chuck will preside, and I will
come back, so we can continue.

Ambassador BARSHEFSKY. Then shall I respond?

The CHAIRMAN. Yes, please.

Ambassador BARSHEFSKY. All right.

With respect to China and implementation, I think China's
record on implementation is actually not bad. On intellectual prop-
erty rights, the point of our two intellectual property rights agree-
ments was to stop China’s exportation of pirated CDs, CD-rom, and
so on to the rest of the world. That exportation has absolutely
ceased, with China closing 70 illegal factories, and so on, and so
forth. We have a retail piracy problem.

Senator BAUCUS. I might say, Madam Ambassador, we had a real
problem with China and intellectual property. First of all, they
would not do protect it. So, finally, we threatened them with Spe-
cial 301, and we got them finally to enact legislation. They did not
implement the legislation they passed. Pretty good is in the eyes
of the beholder. It seems to be all right how, but it has taken
years—years—to get some progress.

Ambassador BARSHEFSKY. Well, it has taken four years. But I
think our intellectual property rights industries in the CD/CD-rom/
business software area are actually very, very pleased with the out-
come of those agreements. That is not to say there is not a very
serious retail piracy problem in China; there is, and we are work-
ing on that.

The CHAIRMAN. | will give you one more minute, then I think we
will have to turn to the next one.

Ambassador BARSHEFSKY. With respect to the WTO agreement,
and I can address this in two weeks, there are six different means
of enforcement, much more so than in any other accession agree-
ment we have done. I will outline those for the committee when 1
come before you on China.

In terms of rounds in Seattle, we have been very successful in
sectoral negotiations. As you know, we inaugurated this as a
means to move forward between rounds. -

We do think a round would be desirable, if that is possible, but
in the meantime I do not think one should despair that there can
never be another round, but there is a distinction that has to be
* made more clearly in rounds what matters are subject to negotia-
tion versus what matters are subject for working group review,
study, educative efforts, and so on. That is a different matter from
negotiation.

Third, with respect to leverage on agriculture, I think the chief
leverage is that the agricultural peace clause expires in 2003,
which makes European export subsidies subject to immediate liti-
gation. Europe itself has noted concerns about peace clause expira-
tion. We in the CAIRNS group have already had discussions about
this issue, and we will continue to do so.

Last, with respect to whether EU trade agreements discriminate

against the United States, yes, in some instances they do. We have
worked very hard with Poland and other Central European coun-
tries to address specific areas of discrimination as they arise.
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We have cautioned Europe that we will not tolerate discriminate
that is brought about by these agreements. Whether that results
in a trade law challenge or ultimately a WTO challenge until Arti-
cle 24, we will make those decisions when and if we need to. Thus
far, we have been able to rectify the discrimination on a bilateral -
basis with the countries with whom the EU has these agreements.

Senator BAucus. Thank you, Mr. Chairman.

The CHAIRMAN. Senator Conrad.

Senator CONRAD. Thank you, Mr. Chairman. I thank the Ambas-
sador as well.

I must say, I have a different perspective on what occurred in Se-
attle than I have heard some of my colleagues relate. I was in Se-
attle, and my observation was that the fundamental cause of
breakdown was that Europe was simply not prepared to go forward
on any reasonable basis. The key to that, is agriculture. I had a
lengthy meeting with Mr. Lamy and with Franz Fischler.

If there is one thing that is apparent, it is that they are deeply
dug in on agriculture, as Senator Baucus has related, and they
have no intention of relenting. Frankly, I am very concerned that,
to beat up on our side here, undermines our Ambassador as she
goes back into talks.

I do not, frankly, understand what we achieve by beating up on
our Ambassador. I think that just undermines our ability to hang
tough when we need to hang tough. The reason we need to hang
tough is illustrated by the chart I have here. On agriculture, this
chart shows what is at stake.

These are not Kent Conrad’s numbers, these are the Organiza-
tion for Economic Cooperation and Development’s numbers. This is
the support that Europe provides their farmers: $324 an acre. That
is what we give our farmers: $34 an acre. Well, you talk about
sending your Ambassador in with no leverage, thls is the definition
of no leverage.

This is the definition of saying, you go out there and get a result,
Madam Ambassador, but we are not going to give you any tools
with which to get a result. So, surprise, surprise, the Europeans
are not going to change their policy because they are winning the
game.

Let us just look at the next chart that shows how dramatic the
differences are. This is on export subsidy, World Agricultural Ex-
port Subsidy. The blue part of the pie is Europe’s share, 84 percent.
This is the United States, 1.4 percent. We are out-gunned 60 to 1.

We say, Madam Ambassador, go out there and do battle for the
United States, but by the way, we have already engaged in unilat-
eral surrender on our side. We have already waved the white flag
of surrender, so good luck to you.

Well, I do not know anybody that succeeds in a negotiation with-
out leverage. We have taken the leverage away on the key issue
of the round. Agriculture is the key issue of the round, and we do
not have any leverage because we have taken it away.

- Whose fault is it? It is right here in the Congress of the United

States, that is whose fault it is. If we want to start pointing fingers
around here as to who is to blame for failure, I would put it right
here, because we have absolutely undercut our side.
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Now, I would hope that we would make a decision that the thing
to do is to re-arm our negotiators. I asked a crowd back home, if
the Russians had 50,000 tanks and we had 10,000 tanks, would the
first move we would make be to cut our tanks in half, cut it down
to 5,000 on the notion that we would set a good example for them?
Of course not.

But that is exactly what we did in agriculture, precisely what we
did with the last farm bill. Europe is spending $50 billion a year
to support its producers. In the early 1990s we were spending, on
average, $10 billion, and we cut it in half in the last farm bill. That
is a brilliant negotiating tactic, unilateral disarmament. Then we
wonder why they do not move.

I will tell you, I met with the Europeans. They do not have any
intention of moving. The only intention they have is to get equal
percentage reductions in levels of support for domestic support and
export subsidy. That is exactly what they got in the last round,
that is exactly what they intend to get in this round, and for any-
body who has listened to them, that is their game plan. )

They have got big elections coming up. They are not going to give
in without pressure and without leverage. If we want to get a re-
sult, I would suggest the first thing we do is give our Ambassador
some leverage.

I wo;ﬂd ask you, would it be helpful to you to have additional le-
verage?

Ambassador BARSHEFSKY. I am always looking for leverage. If 1
could just make a couple of comments. I had, as chair of the min-
isterial conference, set out the notion that agreement on an agri-
culture text would be the litmus test of whether we could launch
a round. If we could not have agreement on agriculture, there was
not going to be a new round. I made this very clear from the first
moment I took the chairmanshitp.

There was not acceptance of an agriculture text, and this was
painfully clear Friday morning when, after a 6-hour, word-by-word,
arduous negotiation where a text was agreed upon and I am about
to gavel it, Europe, Japan, and Korea said, oh, no, no, no, we have
not agreed. There they were, sitting in the room negotiating for six
hours, but did not agree on the text. _

The European Union had lost its member state support for mov-
ing on agriculture in Seattle. This was completely clear by Friday
afternoon. There was simply no member state support for acceptin
{;)he tex(ti that had been negotiated over the course of six hours, wor

y word.

That, right then and there, was the end of a round, and it had
to be the end of a round from our point of view, because agriculture -
is a central concern and needs to be addressed.

Sci{nabor Baucus. I have got an idea. Require them to have fast
track.

Ambassador BARSHEFSKY. Yes. Well, that is a very good point,
actually, and that is one of the problems with the way the Euro-
pean Union is structured.

‘The CHAIRMAN. Senator Gramm?

Senator GRAMM. Mr. Chairman, first of all, I want to congratu-
late you and Senator Moynihan for your opening statements. I
guess you would call Senator Moynihan an old Democrat; it re-

—
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minds me why I was one. I am sorry that we no longer have a
Democrat in the White House who supports the principles of free
trade that have been the hallmark of this country since the end of
World War I1.

I am not here to criticize you, Madam Ambassador, I am here to
criticize the President of the United States, who I believe has be-
trayed our principles on trade and has let us down.

Let me start with this “race to the bottom” jingoism. That is
Clintonism at its worst. Trade is a race to the top. Nowhere in the
history of this world has any free trade agreement every produced
a race to the bottom. :

In April of last year when the Chinese premier came to this
country, he offered us an agreement on accession. We rejected it.
When we finally reached an agreement, what did we do? We gave
up 51 percent ownership on insurance for American firms, we gave
up 51 percent ownership on telecommunications, and we let the
Chinese extend protectionism on auto tariffs.

And what did we get in return? Protection for textiles and a
trade adjustment process that is discriminatory. What we did is re-
ject an A agreement and accept a B agreement, and that movement
was totally, 100 percent anti-trade.

Now, I am going to support the agreement because B is passing,
certainly, for this administration. It would be a disaster for us to
reject Chinese accession to the World Trade Organization.

What has happened on trade? The United States has moved from
leader to obstructionist. Qur President is the principal impediment
;o the expansion of world trade in the world we live in in the year

000.

In terms of the voices in Seattle that need to be heard, those
voices have been heard ever since man crept from the cave. Those
are the voices of special interests, and greed, and envy. Those are
not the voices of the future. The idea that somehow the environ-
ment is protected by impeding trade is a fraud, and everybody
knows it.

What is happening is those protectionists in this country are
funding the environmental movement to make that argument, but
it is a cruel hoax. And to suggest that there is a legitimacy in that
position, as the President did, is a betrayal of everything this coun-
try stands for. Who believes that “worker rights will be benefitted
by protectionism?” Is there anybody on the planet that really be-
lieves that?

I know there are people who argue it, including economists, be-
cause they get paid to argue it. But nobody believes that. The bot-
tom line is, our President has gotten on three sides of a two-sided
issue. .

One of the problems we have, and one of the reasons I think it
is possible that we could lose on the Chinese accession issue, is the
President has played all of this protectionist politics and so now he
is trying to get his own party, especially in the House, to look at
the broad, long-term interest in the country when he has not
looked at it himself. :

So I do not doubt that you are a good negotiator. You are one
of the few people in this administration that, if I were picking peo-
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pl%hto be in the Republican administration, I would be comfortable
with.

The problem is not you. The problem is that cur President is
&l,aymg olitics with an issue that no President since the second

orld War has pla{led politics with. And they have not played poli-

tics with it, even though they could have benefitted, because it is
so absolutely dangerous.-
- You talk about how we are losing support for trade? Well, is it
any wonder that we are losing support for trade when the Presi-
dent of the one country in the world that has made trade its domi-
nant issue in terms of foreign policy since World War II has be-
come an impediment to negotiations?

What I really resent so much about it is hearing the President
say, we have got to emphasize labor rights and environmental
rights, which perpetuates the fraud that somehow trade does not
promote labor rights or that trade is somehow contradictory with
good environment. What poor country in the world protects its en-
vironment? None. Rich countries protect their environment.

So these are fundamental issues that are critical to the future of
our country and the President of the United States is not standing
up and defending them. He is playing cheap partisan politics, and
I think it is a disgrace. I think history is going to judge him very
harshly about it.

Now, like everybody else, I have given a speech and not asked
a question. But, before that yellow light turns red, I would be
happy to hear any response.

Senator MOYNIHAN. You have 20 seconds.

Ambassador BARSHEFSKY. Obviously, I disagree entirely with
gour characterization of the President. I think trade policy has

een one of the most important accomplishments of this adminis-
tration, whether it is the Uruguay Round, or NAFTA, or the Infor-
mation Technology Agreement, or the Telecom Agreement, or fi-
nancial services, all of those being global agreements, or the agree-
ment with China, which I submit to you and will prove to you in
two weeks, remains absolutely an A agreement. It is certainly not
a B agreement.

Senator GRAMM. Do {ou think it was good that we gave up 51
percent ownership in telecommunications and insurance?

Ambassador BARSHEFSKY. As a practical matter, we did not give
up anything. As a practical matter, majority ownership in China
can be negotiated on an individual basis. It is how it has worked
in the past; those laws will remain intact in the future.

So let me just say that, if we look at those global agreements
which the President has done, coupled with almost 300 other mar-
ket opening agreements on a sectoral basis with a variety of coun-
tries, I think this administration has a very strong record on trade,
and that is under the President’s leadership. The issue of labor and
environment—Ilet us take them individually.

On environment, the WTO itself has a Committee on Trade and
the Environment. This already exists in the WTO. Our environ-
mental agenda, which is not a radical agenda and would be re-
{ected by, certainly, a number of environmental groups, is nonethe-
ess one on which we achieved very broad support in Geneva, and
then subsequently in Seattle. It is a sensible, important agenda
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that focuses on a variety of factors, including how trade liberaliza-
tion promotes the environment.

For example, get rid of agricultural export subsidies and you
would change land use patterns in Europe for the better because
. they are farming land that is completely unproductive to farm, and
they are only farming it because of export subsidies.

The same with fishery subsidies, the same with tariffs on envi-
ronmental goods and services, which ought to be eliminated. We
out to diffuse that technology that is pro-environment.

So, our environmental agenda in the WTO is one that is, I think,
well-regarded, but environment is already a committee in the
WTO. That was established at the end of the Uruguay Round.

On the labor issue, the question is not a negotiation of labor
standards in the WTO. That is a matter for the ILO. But the issue
is, simply, a dialogue on the question of the intersection between
labor standards, development, and trade.

On that, if the WTO worked in conjunction with the ILO, the
Bank, the Fund, UNAP, the OECD, I think that some very inter-
esting work could come out of that that would be instructive to
both developed and developing countries. I think that dialogue
should not be a threat to anyone, and this was the President’s prin-
cipal point in Davos.

Perhaps our rhetoric has not been very good in explaining what
we are trying to do on the labor side. Perhaps our rhetoric on the
environmental side has been, shall we say, somewhat more user-
friendly than on the labor side.

But I do think that the agenda in those two issues we have put
forward in Seattle is a sensible one. It is by no means extremist.
It is a sensible one and one that we believe compels some listening.

I would add only one other point. That is, on the labor and envi-
ronmental side, it is not just the United States. The European
Union has adopted our positiors on labor-related issues.

On environment, actually, Europe’s agenda is rather more rad-
ical than ours, and some of that is for protectionist reasons and we
have rejected it. On the labor side, Europe, Canada, Norway, and
a number of other developed countries have accepted the notion
that some discussion must be held on this in the WTO.

This goes back to the first point I made when the hearing began,
which is that I agree with you there can be a vicious cycle in the
erosion of public trust and trade, and I agree with you that cer-
tainly the U.S. Government, the executive branch, the Congress,
must lead.

But I also believe that public confidence in the institutions of
trade needs to be bolstered. To the extent there is greater trans-
parency in some of the proceedings, to the extent there is greater
access to public participation in an organized way, to the extent
that these institutions tﬁscussed issues that are on the public mind
and that do bear upon the question of trade and globalization, then
these institutions should be responsive, not in a radical way, not
in a way that detracts from the core and fundamental objectives of
these institutions, but in a manner that,rekindles broader public
trust and public acceptability for an open trading regime. At the
end of the day, an open trading regime is absolutely the right pol-
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icy. I have no question about that, and I do not believe the Presi-
dent has any question about that. -

Senator GRAMM, Thank you, Mr. Chairman.

Senator GRASSLEY. I think that it still is very much a fact that
the 73 percent of the membership of the WTO that is the devel-
oping nations have been turned off by some of the things the Presi-
dent has said at WTO, and other administration people and the
President have said other places as well since Seattle. I think it is
something we have to deal with.

I think that this process that we are in right now in having dia-
logue with you is a way of dealing with that. In fact, if Senator
Conrad were here, or his staff can tell them, I do not think that
we are trying to disarm you.

I think that if we did not show that, with the constitutional
power of trade that Congress has, that if we were not trying to put
some distance between us and the President’s opinions, then there
might be a feeling that the constitutional authority for trade, the
Congress of the United States, would be agreeing and you would
be in a much weaker position, I think. In fact, a hearing process
like this gives leverage to your goals that you seek personally, that
you negotiate so well personally.

So I want to express my disagreement with the President, that

~ we cannot have this sort of dramatic reversal of trade policy, par-

ticularly when it looks to the world that it is being formulated by
a mob in Seattle that was demonstrating at the very same time the
President was speaking.

It appeared that the President’s speeches were pandering to the
mob and the extremist point of view, and the Lud(Fite point of view
that was represented by those demonstrators, as right as they had
to constitutionally do it in a peaceful way, they did not have a con-
stitutional right to do it in the damaging way they did.

But when the President said that they ought to be able to be at
the table, or if he did not say it that way, he said they ought to
be inside instead of outside, when through NGO groups and
through even as official parts of some delegations those interests
were already at the negotiating table as part of delegations or in
another formal process.

I hope it was out of ignorance on the part of the President that
he did not know that, but they were there. He ought to have known
that, and he ought to have not made those sort of comments be-
cause it led the rest of the world to think that there was that sort
of pandering.

I would say to my colleague, Senator Conrad, I would 1i’lust say
there is tremendous damage to the cause of the process of the WTO
by that sort of activity taking place. If we are not careful here,
Congress indirectly will be leading us down the Smoot-Hawley
trail, not with protectionist law being passed, but through the polit-
ical process now of electing the next President of the United States
where we have got one party going protectionist, and if that brings
the other party around to moving towards protectionism, that is
not a very good place to start out the year 2001. - .. .. :

So I have those concerns, and I want to express them in a way
off supporting your efforts and not in a way of detracting from those
efforts.
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Can I ask at least one question béfore I have to go vote? There
appears to be significant disagreement with our major trading part-
ners, particularly Japan and the European Union, about the status
of the Seattle negotiations, as well as the status of the proposals
that were discussed in Seattle.

So is it the United States’ position that the negotiations have
been suspended, or does the United States accept that they have
been adjourned? ,

Ambassador BARSHEFSKY. It is not really relevant, in the fol-
lowing sense. Texts that were agreed upon in Seattle, for example,
largely in services in terms of the built-in agenda——

5 Selxllatqr GRASSLEY. Well, let me interrupt, and then I will let you
inish.

Ambassador BARSHEFSKY. Yes.

Senator GRASSLEY. But is it not relevant? Because if they are
just suspended, the United States can lead to the opening of them
in an ensuing time under the rules, as opposed to adjournment?
The United States cannot call for the continuation of the talks.

Ambassador BARSHEFSKY. Under either scenario, the United
States will be critical in whether these talks resume and as to who
leads the talks. It does not really make any difference. In other
words, texts that were reserved upon obviously are reserved upon.
They are simply in abeyance. One would not act on them in the or-
dinary course.

Texts that were accepted, for example, in services can be used in
the context of the built-in agenda to move that forward. Agriculture
was never accepted as a text in Seattle. This was a leading cause
of the breakdown in Seattle because Europe, Japan, and Korea re-
served and would not accept the text that was developed.

Right now in the built-in agenda, it is Article 20 of the Uruguay
Round Agreement that would govern the beginning of the agri-
culture talks rather than text in Seattle which, in any event, had
not been agreed.

Senator GRASSLEY. Well, it happens that one of your counter-
parts in the European Union, Mr. Lamy, says that the talks are
dead. If he says so, is he right on that?

Ambassador BARSHEFSKY. I do not think he is right. I mean, this
is going to be a matter for Mike Moore, frankly, to sort out more
than it is going to be a matter for the United States or Europe to
sort out. I think Europe is playing something of a rhetorical game.

That is to say, Europe would like to see some formal declaration
that the talks are over so as to try and claim, perhaps, a leadership
role in their ultimate resumption, but that rhetorical posture is cer-
tainly not reality.

Senator GRASSLEY. Let me ask a last question, then I am going
to have to go vote, for sure. I am not going to go back through the
labor standards deal and whether or not I think it is good or bad,
but was there a prior agreement to put the proposal for a working
group on labor standards in the draft language?

Ambassador BARSHEFSKY. That proposal had been made months -
before in Geneva, a working group on labor. There were discussions
going on in Seattle at the time the ministerial terminated to look
at the U.S. proposal, Europe, Norway, Canada, and a number of
other proposals, to see if there could be some combination of them.
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That work was being undertaken, actually, by Costa Rica, as chair
of a group that was looking at the question of the labor issues.

ere was no ultimate resolution of that issue, or of what the
bounds of the WTO agreement might have looked. But Costa Rica
had undertaken the task of surveying members as to each of the
proposals that had been made, getting their views, and then at-
tempting to reconcile the various proposals on this issue.

Senator GRASSLEY. Then we were trying to get a consensus
among developing nations on this issue?

Ambassador BARSHEFSKY. Yes. Yes. Yes. Costa Rica started, ac-
tuallg, with developing countries in that consensus-building proc-
ess, because developed countries had largely already agreed that
this was an important series of issues that needed to be looked at.

I would say, if I might, I do not think any developing country
wants to see its workers held down or wants to see its workers not
able to participate in higher value-added occupations.

I think, for many developing countries, they sense an implied re-
buke as to their system or mode of operation when the developed
world talks about labor standards. That is one of the reasons I said
to Senator Gramm that our rhetoric might not be quite right and
it may be too harsh to convey the genuine importance, but not in
value-laden terms. )

Not as an implied rebuke to anyone else’s domestic system, but
merely an indication that this is a series of issues we would like
to see discussion in the WTO.

I think, in terms of the President, the President’s principal focus
was not on suggesting in any respect that violent protestors should
be in the room, or anything of that sort. His principal concern has
always been one of basic transparency. The proposals we put for-
ward on that were, we felt, very responsible, again, not radical and
not inimicable to the goals of free and open trade.

Senator GRASSLEY. You will have to pardon me. Or you can keep
talking, but I have got to go.

Ambassador BARSHEFSKY. No, that is all. That is all.

Senator GRASSLEY. But, anyway, we will just recess until the
Chair returns.

Ambassador BARSHEFSKY. Yes. That is fine. Thank you.

[Whereupon, at 11:19 a.m., the hearing was recessed to recon-
vene at 11:25 a.m.]

The CHAIRMAN. The committee will please be in order again.

Senator Kerrey?

Senator KERREY. Are you inviting me to do something?

The CHAIRMAN. If you want to ask any questions. If you do not,
we will save the time.

Senator KERREY. Well, first of all, Ambassador Barshefsky, I
know that you have been enjoying your encounter here with the Fi-
nance Committee for some time prior to my being here.

One of the things that concerns me, and I think that it may be
that Senator Conrad a bit more eloquently than I already raised
it, is I am concerned that when we go into the recently-completed
ministerials, in Seattle, for example, that our negotiating position
is that a decoupled agricultural policy works. Is that a fair rep-
resentation? I mean, we are urging upon the rest of the world that
they adopt a decoupled agricultural policy.
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Ambassador BARSHEFSKY. Just to clarify, if by decoupled you
mean decoupling supports from price and production, yes. That is
to say, want to see a sharp reduction in trade-distorting domestic
s%p_ports and, of course, the elimination entirely of export sub-
sidies.

Senator KERREY. Well, there are two positions that I see with
_ that position and I would appreciate if you would give me your re-

sponse to it.

One, is that our policy is hardly completely decoupled. We have
the policy that you have described for corn, for sorghum, for wheat,
but not for soybeans, not for sugar, not for rice, not for cotton, not
for dairy. It is not for, in all of those cases, for very specific rea-
sons.

So do we make that representation? -
Ambassador BARSHEFSKY. I think probably Agriculture Secreta
Glickman could answer your question much better than I, but our
basic position has been that, to the extent domestic supports are
provided, they should be as minimally trade distortive as possible.

Senator KERREY. I agree with that premise, by the way, and I

appreciate the work that we have done through the Uruguay
Rounds up to present date. I regret, as has been expressed by other
members, that we have not successfully under statute provided the
President with trade negotiating authority, and there is plenty of
blame to go around for that.
. But, for whatever reason, as the President noted in his State of
the Union, trade has become unpopular. It has certainly become
unpopular even in my State, where there are some obvious benefits
that come as a result of agricultural exports.

Part of the reason, I think, is people sort of feel increasingly
dealt out of it. They do not feel like they are connected to it and
they question whether or not there are any benefits that accrue as
a consequence.

I would urge, as you consider this, I think, a decoupled agri-
culture policy. It could, for some nations, be a very bad idea. Take
China, as an example. China has about 50 percent of its people liv-
ing on farms, we have 3 percent. So if you go to full market condi-
tions, if China has a fully competitive marketplace, they would
have only 3 percent of their people living on their farms.

Well, I am not gifted at mathematics, but I do know that if you
multiply two numbers and one of them is $1.2 billion, no matter
what the other number is, it is going to be big coming out as a
product. :

In this case, what that means is that China will have to find jobs
for somewhere around 480 or 500 million people, if they were to
move, and they will move much faster than we did over a 100-year
period. I say that, because it can produce enormous political insta-
bility.

I was elected in 1988 for the first time in the Senate, and I will
never forget an agricultural debate that I had with my-opponent
in which he said we need fewer farmers at the end of a long de-
scription of what the industrial revolution had done to increase the
productive capacity of American farms, including lots of applica-
tions of technology, but it can be very disruptive. All of his sup-
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porters tore up their signs that they were carrying for him at the
moment that those words came out of his mouth.

So if you are looking at China and you trying to assist them to
manage what is going to be a very difficult transition from a com-
mand and control economy to an economy that is more market-
driven, one of the things that will determine whether or not they’re
going to be successful is whether or not there is political instability,
and especially if you combine that with their unwillingness to liber-
alize their political system.

Ambassador BARSHEFSKY. Right.

Senator KERREY. It seems to me it is a recipe for considerable po-
litical instability, and the people that were out in Seattle were not
there in the United States by accident, they were there because
they are frustrated with our own trade policy.

Ambassador BARSHEFSKY. If I might just comment. With respect
to agriculture negotiations in the WTO in general, our position has
been a substantial reduction in trade-distorting domestic supports,
but not elimination of them, and certainly to the extent that they
are minimally trade distorting, there have been exceptions made.

In the case of China, we have taken a rather different approach
because, as you rightly point out, the goal of WT'O membership
should not be to create political instability, particularly in a coun-
try of that size.

The approach we have taken there, which will be the approach
that all of the WT'O members accept, is something rather different,
that is to say, a very gradual expansion of market access opportu-
nities to provide agricultural products to China, but not at the ex-
pense of radical restructuring of the agrarian side of China’s econ-
omy.

Senator KERREY. Could I just suggest in a few seconds, without
a question being attached to it at all, that if you ask me what the
answer is to regaining America’s confidence on trade, I think we
are going to have set goals that are human goals that people can
understand.

Take Mexico, as an example. Rather than just passing NAFTA
and then forgetting about it, it seems to me that what we should
have said to the American people is, over the next 20 years, we are
going to work and try to help Mexico liberalize its economy and its
political system.

Our goal is for them to have higher standards of living. If you
set that as a goal, we could have seen immediately that a lower
standard of living came in the devaluation of the peso, and that
more needs to be done. I mean, I do not think anybody objects to
a policy that lifts all boats. The trouble is, trade oftentimes does
not. )

The CHAIRMAN. Senator Rockefeller.

Senator ROCKEFELLER. Thank you, Mr. Chairman.

I think that, Ambassador Barshefsky, the feeling that I have
here and that you must experience every day of your working life,
is that the world is not fair. I happen to agree with a lot of what
Kent Conrad said. I think here on the committee we are meant to
be somewhat sophisticated internationally; I am not sure that we
are.
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The American people attack us when we go somewhere else, even
if we are going somewhere else to try and learn something about
trade policies or try to get jobs for our State. America is not fair.
Bob Kerrey and Kent Conrad fight very hard for agriculture, and
we pass enormous bills that do enormous things for farmers.

You put a steelworker out of work, you put a coal miner out of
work, forget about helping them. If you can prove that they are im-
port-related, you might get a little trade adjustment assistance, but
you probably will not, and it does not last very long.

So we have enormous inequities within our own system. We love
to criticize the President, Ambassador Barshefsky. I mean, you let
him go out to Seattle and say one thing worded a bit too strongly
if he did—and, as you say it may be that the rhetoric was not right
but the purpose was real—I might come back and say that I
thought that was a very successful round in Seattle because of the
fact that the Japanese and others were not able to weaken our
antidumping and circumvention laws, and other things.

That was the reason I went to Seattle. I did not go out there with
the idea of expecting the world to suddenly come together. I went
out there with the idea of trying to get the administration to keep
its antidumping policy at least as strong as it was, and I have had
some fairly strong words to say to you, to the President, to the Vice
President, and others about that in regard to steel.

All I am trying to say is, international trade is about the most
complicated subject in the world. We have this thing now called the
Internet, and it has sort of been shut down, depending on which
company you are working for, for the last 3 days. But we kind of .
assume that is going to happen, even though it is very new, do not
draw any conclusions from it, and go right ahead.

But, oh, my heavens, let the President or somebody say some-
thing which is just a little bit not felt to be correct for somebody’s
particular ideological point of view, or just political point of view
no matter what side of the aisle it might come from, and all hell
breaks loose because we love to personalize and we love to make
life easier for ourselves so that we ourselves do not have to face up
to some of the difficult decisions.

For example, in West Virginia, I spent quite a lot of time going
to Japan, Taiwan and China. Not more than 10 years ago, Taiwan
was under martial law and in that respect did not differ in some
ways in treatment of dissidents and things than did the Mainland.

Now you cannot find enough people trying to say nice things
about Taiwan, even though Taiwan, along with lots of others, was
responsible for part of what was going on in antidumping in steel.

So we all have our points of view. We like to make life easy on
ourselves because we do not want to have to make tough decisions,
and we know that the American people are not by nature inter-
nationalists. We know that the American people are deemed to be,
or expected to be, because when wars come up, there we are, and
we win them, but that does not make us international. It has al-
ways been my theory that we are a Nation of homesteaders, that
we have not fundamentally psychologically changed since the goid
rush and the land rush, that we look after our interests.
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It was like the Clinton health care bill, where 72 percent of
Americans said they wanted to spend a couple of ‘dollars more a
year to make sure everybody was insured.

The problem was, they did not mean it. What they really said,
is I am really frightened about my own insurance and the cost of
health care, and until I am sure about that, I will let others worry
about themselves.

So it seems to me that what we ought to be talking about is how
we can strengthen your hand, how you can come up here and, rath-
er than being bombarded with questions and having to defend what
President Clinton did or did not say in a speech, to me, he has been
very clear in his su;ggort of open trade.

I have had my differences with him, and when I have had them
I have made them very clear, and you are aware of that. But I have
to also recognize that my State, which now is 50th in the Nation
in terms of per capita income, needs jobs.

I place a moral value on jobs. My mother was born in Greenwich,
Connecticut. I do not think in Greenwich, Connecticut there is an
enormous moral value on new jobs, but there is in West Virginia.

That is whe: > I work, those are the people I represent. We get
jobs and inves.ment from Taiwan, we get them from Japan, and we

ave our differences with Japan. We get them from China, and we
have our differences with (ghina. But the point is, it is all ex-
tremely complicated.

You have the most difficult, complicated job of all because we up
here have just enough knowledge to make ourselves audible, and
even sometimes elegant in our criticism of you, or the President,
or somebody else, and it is easy to take a position on China, which
is going to be a very difficult vote because of preset ideological
views which are then perpetrated throughout the country, and it
will be a very difficult vote.

But have we talked about beefing up your staff? You need more
staff. You want more money. You do not hear anybody talking
about that. One of the reasons that you want more money, is so
you can hire people to do enforcement of trade.

That is one of the specific reasons, but not a question about that.

. It is much easier to attack the President, much easier to sort of let
;/engm spew forth than to say, how can we actually solve this prob-
em?

So that is my question and that is my answer. [Laughter.] You
keep at it. We will try to improve ourselves as best as we can, be-
cause we have some very important decisions ahead of us and we
are not prepared at this point to make them intelligently. -

The CHAIRMAN. I would just make one comment to the good Sen-
ator. For many years, I tried to create a Department of Trade be-
cause I think there has to be more resources available for the most
important area of government, and that is market access.

Senator Robb? :

Senator ROBB. Thank you, Mr. Chairman. I will be relatively
brief.

I must observe that I was pleased to learn the secret of my long-
time friend and colleague’s success has been homesteading, and I
am going to take that lesson with me and see if I can find others
that can replicate it with similar success.
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Let me just ask you a quick question. I have long been a sup-
porter of basically free trade, but with an emphasis on the ultimate
fairness, and certainly the growth in our economy, the opening of
worldwide markets all contribute to an increased quality of life for
the vast majority of our citizens. But there are those who are not
benefitting at this point in the economic expansion, indeed, some
of the folks that have been left behind.

Again, with a parochial example, we have had a number of plant
closings or dramatic lay-offs in Southside, Virginia. I know one of
the witnesses on the next panel will probably talk about some ex-
periences with the coal industry and the steel industry, and we
have experienced that in the past. Textiles, shoes, and even the to-
bacco economy have created some real hardships. Now, we have the
trade adjustment assistance that is available to individuals, but in
some other areas like base closings, we came up with the plans to
provide some target assistance to communities.

We have communities now where, while the national unemploy-
ment rate is down in low single digits, and in Virginia it is even
lower, for the most part, but there are some dramatic exceptions,
such as the small city of Martinsville that has over 20 percent un-
employment, and surrounding counties are about 10 percent, a
major impact, with 1,450 jobs lost in the last closing from one com-
pany alone, another long-time major employer, the same thing.

I realize that this is not specifically USTR jurisdiction, but it is
part 6f a larger plan in dealing with those who are not the direct
beneficiaries of increased trade and market openings. Is there any
ongoing discussion now about the possibility of providing commu-
nity-type assistance beyond what is already available?

We have tried to bring that to bear and, as former Governors, we
would frequently marshall all of the forces of both the States and
the Federal Government when we had this kind of dramatic de-
crease in employment because long-term industries shut down, and
in most cases they are probably not going to put those jobs back
on. Those jobs are going to be permanently lost.

I would just digress for one second before I get an answer. Sev-
eral of us have been working to try to find ways to take other parts
of the economy which are clearly benefitting in, specifically, the
high technology area in Northern Virginia—even last night I was
working with a number of CEOs, all women, as a matter of fact,
from start-up companies in this area—and trying to encourage
them to find ways to use work force—we have been trying to do
that in the southwest and other areas for some period of time.

But is there something that, in your conversations with other ad-
ministration officials, we might be able to do to specifically target
the communities in addition to the individual assistance thai is
available that we are not doing now?

Ambassador BARSHEFSKY. Right. I think this is an area where I
will ask Gene Sperling, the President’s NEC chairman, to come up
and see you. Yes, there have been a variety of discussion in the ad-
ministration for how one handles pockets of low employment or
pockets of unemployment, and how one deals with communities
tlllat are severely impacted by the loss, for example, of a particular
plant.
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_If I might digress a minute, one of the reasons trade gets some-
times an undeserved bad rap is, first off, that people attribute to
trade job loss or dislocation that is actually not trade related, but
tends to be technology related. CEA has estimated that about 80
gercent of job dislocation in the U.S. is technology-related disloca-

on.

Well, people do not want to be against technology, that is rather
flat-earth oriented, so people look for the next ﬁst thing to be
against, and urfortunately that is often trade, even if trade is not
the cause.

But we do know that there are times when trade will displace
workers, and in those situations, certainly, we have taken a look
at the question of community-based assistance, of a kind of FEMA
for areas in the country have have been disproportionately im-
pacted by job loss and by plant closures, much in the way base clos-
ings are done and how one handles the surrounding community, in-
cludjz:g how one handles disposition of property of closed bases.

So there has been quite a bit of discussion, actually, over several
years now within the administration on this. But what I would like
to do, if that is all right with you, is to ask Gene to come up and
see you specifically and give you a run-down of some of the more
specific proposals that have been floating around within the admin-
istration. -

Senator ROBB. I would be delighted to work with him. My tim
has expired. But the need is urgent, and it is now. In order to look
at the long-term implications of NTR, et cetera, I think if we can
find some way to address some of those near-term challenges, that
we would increase the likelihood that we will succeed on that score.

Thank you, Mr. Chairman.

The CHAIRMAN. Madam Ambassador, we appreciate your being
here today. Our time is running out. I just want to emphasize, as
you have heard, many of us feel that trade is in crisis and it is im-
portant that we get it back on track. We want to work with you.
We have great respect for you as a negotiator, and it is going to
take bipartisan support to get the job done.

Thank you very much for being here.

Ambassador BARSHEFSKY. Thank you, Mr. Chairman. Thank you,
Senator.

The CHAIRMAN. We will now turn to the next panel. Tom
Donohue is the first witness. He is president and CEO of the U.S.
Chamber of Commerce; Allen F. Johnson is the president of the
National Oilseed Processors Association; Mark Van Putten is the
president and CEO of the National Wildlife Federation; Richard
Trumka is the secretary-treasurer of the AFL-CIO; and, finally,
Susan Westin is the Associate Director for International Relations
and Trade of the General Accounting Office.

Your full statements will be included as if read. I would ask that
we try to keep your opening remarks to three minutes.

With that, it is my pleasure to call on you, Mr. Donohue.

STATEMENT OF THOMAS J. DONOHUE, PRESIDENT AND CEO,
U.S. CHAMBER OF COMMERCE, WASHINGTON, DC

Mr. DONOHUE. Thank you, Mr. Chairman. Three minutes is a lit-
tle bit of a reduction than what I thought, but here we go.
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The question you have asked today is very simple: where should
the United States go after Seattle. Our answer is also simple: the
focus for the U.S. after Seattle should be exactly where we were
before Seattle, a relentless drive to open markets and opportunities
all around the world for American farmers.

The CHAIRMAN. We are going to give you 5 minutes. We have re-
viewed the situation.

Mr. DONOHUE. Thank you.

Now, there are two ways that we can open these markets. First,
by convincing other countries to lower the barriers to our goods and
services that we now have in place, and second, by dismantling
barriers that American government has constructed against our
own industry, namely unilateral economic sanctions.

Everybody has been celebrating a 107-month economic expan-
sion, the longest in our history; everybody wants it to continue. The
single most important thing that this Congress and the President
can do to guarantee Americans’ continued economic prosperity is to
give us a free trade policy that opens markets around the world.

Because you can make an argument that, when it comes to the
financial affairs of our country, Mr. Greenspan and others have
}lzeen very helpful. Then it comes to the huge productivity gains we

ave.

We can count that against the technology industry that has sig-
nificantly improved our productivity. For better or for worse, it is
the States and the localities that will determine the future of our
educational system. But, Mr. Chairman, when it comes to trade, it
is in your hands and it is in the hands of the President of the
United States.

I am here to tell you, on behalf of the American business commu-
nity, that if you give us the right trade policy, we will directly cre-
ate more jobs, more prosperity, and more opportunities for the peo-
ple of this country, both in exports and imports. )

We have an unparalleled opportunity to knock down barriers to
farmers, as well as to manufacturers, entertainment companies,
high-tech folks, services, and others under the bilateral agreement
negotiated last year with China, and to the World Trade Organiza-
tion,

All Congress has to do to make these opportunities a reality is
to grant, on a permanent basis, something that has been done
%\}rleiry year since 1980, and that is normal trading relationship for

na.

Now, there has been a lot of misinformation about this vote. Let
me be very clear, this vote is not about whether to let China into
the World Trade Organization. China will go in the World Trade
Organization, even if we vote no. -

It is about whether American farmers and American businesses
are going to have an opportunity to take advantage of these re-
duced barriers or whether we are going to stand on the sideline
while the Europeans and all of our other trading partners cheer
and prosper.

The vote is about whether we are going to keep our end of the
bargain. The vote is about what we are going to do about national
security in Asia, in Southeast Asia, and bringing China into the
community of world nations.
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So we believe that the Congress ought to enact this WTO China
vote, and we ought to reject the opportunity that is being suggested
around to penalize China.

Obviously, we all are concerned about the human rights issues
and labor issues. There are other important organizations in which
to advance these objectives. Passing PNTR ought to be job number
one for this Congress.

Now, other emerging markets also need your consideration. You
ought to renew your focus on the questions of African trade and the
Caribbean Basin, establishing a Free Trade of the Americas, be-
cause we need those people trading together to compete with the
growing cartels in Asia and Southeast Asia.

As we negotiate bilateral, regional, and multilateral agreements
and work through organizations like the WTO, we should also keep
in mind our ultimate goal, to open up new markets and opportuni-
ties for Americans.

We also must address the barriers that we have imposed on our-
selves. Right now, there are dozens of laws imposing unilateral
sanctions in dozens of countries. I want to point out, we have
gissed Bermuda, the Vatican, and a few places, but there is still

ope.

It is unfortunate that, over the past decade, sanctions have be-
come the only proactive type of incentive that we have, and there
are reasons for that. We do not have as much foreign aid, we do
not have things to give and take. We either go to war or we have
a sanction, but the sanctions hurt Americans, and they help others.

The U.S. has also risked its leadership role, in my opinion, in the
international, economic, and financial affairs by reluctantly living
up to our commitments to the United Nations, the International
_ Monetary Fund, and others. If you look at what we have done in
those institutions to bring money into our own Treasury, it is very
poor economics and it is not very good international relations.

The reality is, the United States must compete in international
markets. The failure of the U.S. to assert leadership can only result
in a loss of competitive position. Over 95 percent of the world lives
outside of the United States and it makes a lot of sense not only
to trade with them, but to work with them to solve international
crises and promote trade and economic growth.

Finally, in closing, let me say a word about those who believe
that environmental, human rights, working conditions, and foreign
policy concerns should be tied to trade. The evidence show that the
more we trade, the more these matters improve in the countries
with whom we trade. With those higher standards of living come
a cleaner environment, better working conditions, and more open
societies. Those are facts.

Let me end just by saying, trade will increase, but not diminish,
opportunities for the U.S. to influence the policies of countries that
we trade with. Mr. Chairman, it is time to build some bridges, not
some walls, between nations, and it is here in this committee that
much of that must begin.

Thank you very much.

The CHAIRMAN. Thank you, Mr. Donohue.

[The prepared statement of Mr. Donohue appears in the appen-
dix.]

64-146 00 -2
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The CHAIRMAN. Mr. Trumka?

STATEMENT OF RICHARD TRUMKA, SECRETARY-TREASURER,
AFL-CIO, WASHINGTON, DC

Mr. TRUMKA. Thank you, Mr. Chairman, members of the com-
mittee. I thank you for the opportunity to appear here today on be-
half of the AFL~CIO and our 13 million members.

It is crucially important that we all understand and appreciate
what happened in Seattle. We all have a tendency to view these
events through our own eyes. Many of those giving testimony here
today will stress the up side of the global economy, rapidly growing
trade and investment flows, a booming stock market, job creation
here in the United States, but I speak to you today on behalf of
worﬁing families here in the United States, and also across the
world.

Working families have experienced a different side of the global
economy. From our side of the bargaining table, it appears that the
current rules of the global economy have been used to tilt the odds
in favor of corporations at the expense of workers, family farmers,
the environment, and sometimes small businesses. The rules have
freed up corporations to move production around the globe in
search of the most vulnerable and disenfranchised workers, and the
most lax regulation.

The rules have pressured governments to cut social spending, to
weaken labor laws, and to export their way out of every corner. We
have not yet experienced the global economy described by the so-
called free traders, an economy that evenly spreads wealth and op-
porﬁunity and that brings prosperity, which in turn improves
rights.

We live in a global economy where income in equality is at an
all-time high and growing, both between and within countries. We
live in a global economy ravaged by financial crises, where workers
pay the high price of adjustment.

We live in a global economy where the largest companies in the
world, headed by some of the richest people in the world, sell over-
priced goods to relatively wealthy consumers and pay their workers
too little to live on, put factories in countries where organizing an
independent labor union can be a death sentence, and spend mil-
lions of dollars a year fending off union organizing drives.

But at the end of the day, we are all living in the same global
economy, and rosy predictions and corporate cheerleading cannot
change the reality of the global economy. That is our job—yours as
Senators and mine as secretary-treasurer of the AFL-CIO—to in-
sist that governments craft rules for this global economy that will
deliver better outcomes to workers as well as employers, to small,
poor countries as well as to big, rich ones. :

The lesson of Seattle that we must all learn, is that there is no
going back. The member countries of the WTO have called a time
out on further trade talks until we have a better corimon under-
standing of the impact of past trade and financial liberalization on
{{ncome inequality, on development, and on global financial mar-

ets.

Many diverse voices in Seattle called for institutional reforms to
ensure that the WTO operate with more democratic accountability
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and transparency. The AFL-CIO believes that the WTO must sig-
nificantly overhaul its rules and procedures if it is to survive as a
legitimate and politically viable institution.

It is also essential that the U.S. Government enforce its existing
trade laws effectively and consistently. We do not want to see new
WTO negotiations that might weaken our antidumping laws. These
laws are one of the few remaining protections for American work-
ers against unfairly traded goods.

If we do not do better in the future, if the global system con-
tinues to generate rapidly growing inequality, environmental de-
struction, and a race to the bottom for working people, I can assure
you it will generate broader and broader opposition.

It is important for all in Congress to recognize that these views
are shared by a broad and growing majority, both in the United
States where voters overwhelmingly believe that workers’ rights
and environmental protections should be enforced in the global
economy and across the world by working people whose voices too
often go unheard.

None of these issues, Mr. Chairman, that I have raised here
today are addressed in the bilateral WTO accession agreement the
U.S. Government signed with China late last year.

The Chinese government's abysmal record of violating its citi-
zens' fundamental human rights of freedom of speech, religion, and
association will be harder, not easier to challenge, if Congress
grants permanent NTR.

The Chinese government’s woeful record of violating the terms of
trade agreements it has already signed will likely be worsened, not
improved, if the United States agrees to grant permancnt NTR.

If Congress gives up its right to annual review of China’s human
rights record and trade compliance, the pressure to reform will be
off the Chinese government. It is absolutely essential, Mr. Chair-
man, that Congress take a firm and principled position against per-
manent NTR.

We can all agree, and I think we should all agree, on just one
thing: this global economy must be reformed or it will face ever
greater resistance from working people around the world.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Mr. Trumka. ‘

d [’Iihe prepared statement of Mr. Trumka appears in the appen-
ix. :
The CHAIRMAN. Mr. Johnson?

STATEMENT OF ALLEN F. JOHNSON, PRESIDENT, NATIONAL
OILSEED PROCESSORS ASSOCIATION, WASHINGTON, DC

Mr. JOHNSON. Yes. Thank you, Mr. Chairman.

The WTO negotiations are the best opportunity for U.S. agri-
culture to achieve more open and freer global markets. We will
need to be bold and creative in meeting the challenges we now face,
and the U.S. must lead and have meaningful discussions with our
trading partners in developing a common vision of the future.

The simple fact is, the future of U.S. agriculture is outside our
borders: 5.8 billion of our customers are outside the U.S., compared
to only 274 million domestically. The population outside our bor-
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ders will grow much faster, and each of those people, as their eco-
nomic environment improves, will eat more.

In addition, we recognize that U.S. agriculture continues to in-
crease its productivity every year, well beyond our U.S. customers’
ability to increase consumption.

Today, one out of every three acres planted in the United States
is exported. When exports are down, as they were last year by
about $11 billion from just three years ago, agriculture feels the
pain.

No one can question that progress was made in the Uruguay
Round, however, we all know that more needs to be done. Average
bound tariffs for all WT'O members, at the end of implementation,
will be around 50 percent. While the United States’ agricultural
tariffs are less than 10 percent, on average, non-agricultural tariffs
worldwide are about 4 percent.

Final bound EU and Japanese agricultural subsidies are 3.5
times and 2 times higher than the U.S. limit. The EU is also
sgendiélg over $7 billion in export subsidies, 57 times as much as
the U.S.

In addition, in many areas we continue to see countries drag
their feet in implementing their WTO obligations, particularly in
the use of non-tariff trade barriers such as regulatory approval
practices.

The American farmer and agribusiness and food companies are
the most efficient in the world. The average person in the U.S.
sperll((lis 10.9 percent of their income on food, the lowest in the
world.

The benefit to the U.S. of having over 89 percent of its income
available for other economic activity is immense. Lower food costs
created the available time and resources that helped to make the
great technological and economic advances we enjoy today.

However, other countries, by protecting their agricultural indus-
tries, are allowing the opposite to occur. They are cheating cus-
tomers out of the benefits we enjoy of lower food costs, and limiting
their ability to use their resources more productively.

In effect, they are limiting their citizens’ ability to improve their
quality of life and the opportunity to benefit from and contribute
to a growing global economy.

While the current political environment does not bode well for
granting the President fast track authority, and you all discussed
that, that step must be taken as soon as possible.

In the meantime, we should be laying the groundwork for the fu-
ture. This must include education. U.S. citizens and others around
the world need to recognize the benefits of trade.

Another area of opportunity, is sanction reform. Food and medi-
cine should not be used as weapons. Opening markets to food pro-
vides a beachhead for democracy and freedom to follow where it
does not exist, and supports it where it does exist.

China’s accession in the WTO must also move forward quickly.
This includes the U.S. granting PNTR. With the U.S.-China acces-
sion agreement, we have made significant strides in opening the
Chinese market to U.S. agricultural products, while bringing them
under the international disciplines that exist in the WTO.
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We have encouraged the administration also to continue to ag-
gressively pursue negotiations in agriculture as part of the built-
in agenda, while making it clear that any final agreement will be
part of a broad agreement that encompasses all sectors in a single
undertaking. '

I understand that the WTO agreed this week to start the agricul-
tural negotiations under a special session of the Agriculture Com-
mittee, reporting directly to the General Consul.

"We welcome this development and will work to insist that the se-
lection of a chair be qualified both in agriculture and has negoti-
ating experience.

In my written testimony, I have outlined the goals for the U.S.
oilseeds and oilseed product industry for the WTO negotiations. I
also described the concept of a level playing field and the work we
have done with the crushing associations from Europe, Brazil, Ar-
ﬁentina, and Canada, as well as the American Oilseed Coalition

ere at home, to eliminate trade-distorting practices in our indus-
try worldwide. )

I have also heard many of the Senators’ comments at the begin-
ning of this hearing regarding standing still. I want to assure you
that, in the private sector, we are not sitting back, we are trying
to move forward. i

An organization called the Seattle Round Agricultural Committee
was organized prior to Seattle for the purpose of exchanging points
of view on the negotiations. Currently, the SRAC includes 107 var-
ied agriculture/food organizations and companies representing
roughly 96 percent of the GDP of agriculture. The SRAC WTO pol-
icy statement which establishes the policy of the SRAC is attached
to my testimony.

Since Seattle, we have had several meetings with the USDA and
USTR to discuss how we should proceed with the WTO agriculture
negotiations. On January 24, the SRAC sent a letter to the admin-
istration describing our views, and this letter is attached to my tes-
timony.

Finally, in closing, as the world looks to our country for leader-
ship and moving forward in international trade, the U.S. has a tre-
mendous opportunity to influence the agenda for the next round.
As the largest, most dynamic economy in the world, the U.S. also
has the most to gain.

The U.S. must set an ambitious agenda for the negotiations and
use its global leadership role to aggressively pursue a comprehen-
sive trade liberalization package. We must also be creative in ap-
proaching the challenges and opportunities that face us today and
in the future. Thank you.

The CHAIRMAN. Thank you, Mr. Johnson.

Mr. Van Putten?

4 [The prepared statement of Mr. Johnson appears in the appen-
ix.]

STATEMENT OF MARK VAN PUTTEN, PRESIDENT AND CEO,
NATIONAL WILDLIFE FEDERATION, VIENNA, VA

Mr. VAN PUTTEN. Thank you, Mr. Chairman, Senator Moynihan,
members of the committee. I greatly appreciate the Of)(f)ortunity to
appzar before you today on behalf of the National Wildlife Federa-
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tion, America’s largest conservation, education, and advocacy orga-
nization, with over four million members and supporters. :

In addition to those members, we are a federation of State
groups, like the Delaware Nature Society, Environmental Advo-
cates of New York, the Montana Wildlife Federation, and so on.
They have, collectively, a million members, and the delegates that
they send to our annual meeting establish our policies.

Next month, we are going back to Seattle tgr our annual meet-
ing, where those delegates will come together in that convention,
and among other things, establish our policies.

I tell you that because I think it is important that you under-
stand our governance and that we are mainstream and Main Street
Americans. We share a commitment to U.S. leadership in building
a global economy that protects the environment, while raising liv-
ing standards for all.

We believe that trade liberalization is necessary, but not suffi-
cient to achieve those goals. We suﬁported NAFTA, we opposed
granting President Clinton fast track authority in the last Con-
gress.

I was in Seattle all week for the World Trade Organization meet-
ing, representing the National Wildlife Federation, and had the op-
portunity to be on a panel with Senator Baucus, to chair the Envi-
ronmental Panel organized by the WTO on Monday, to meet with
President Clinton, and with other members of the Congress.

We have consistently tried to play a productive and creative role
in helping to craft a new trade regime that can meet the needs of
people and the environment as well. It includes education and ac-
tivities before Seattle. Here is my op-ed in the Seattle Times from
November, “Fix Trade, Don’t Trash It.” We have published edu-
cational primers that have been circulated through our members
and delegates to educate them on these issues. -

I think there are four lessons that need to be learned from the
Seattle experience. The first, is there is no turning back. The old,
exclusive, secretive deal-making process must give way to a new,
inclusive, transparent, and democratic process. The era of inter-
national trade negotiations being compartmentalized and insulated
from public concerns, like respect for the environment, is over.

Second, trade liberalization and environmental protection must
go hand in hand. We have used every constructive means available
" to us in preparing for the WTO meeting, and since, to try and im-
prove it, not disparage it.

Let me be clear about this. To the degree that there is a stereo-
type that the environmental community wants to shut down inter-
national trade, that stereotype is false, at least as it pertains to us.

We believe that globalization is a fact, not a J)olicy choice. We
want the international trading system to succeed, but we want it
to fulfill its true potential. We want it to deliver on its promise of
improving our quality of life, raise living standards, and include re-
spect for conservation and environmental values.

To achieve this goal, my written testimony presents the National
Wildlife Federation’s agenda for environmentally responsible trade,
and I will not go through that.

I just want to mention a couple of the key points. The WTO must
recognize and defer to legitimate national and international envi-
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ronmental standards. Second, new trade agreements must include
environmental assessments. Third, individuals and nations must be
able to take into account the environmental effects of how imports
are produced. Fourth, the WTO should adopt modern standards of
openness.

Mr. Chairman, we do not see meeting these concerns as a pre-
condition to further trade liberalization, but it is a necessary cor-
ollary. We seek not to turn the WTO into an environmental super-
agency, we seek a WTO that appropriately recognizes and defers to
other multilateral institutions.

Frankly, one of the credibility problems the U.S. has in this re-
gard is the U.S. has not ratified the Kyoto protocol, the convention
on biological diversity, the Inter-American Agreement on Sea Tur-
tle Conservation, all of which provide venues in which some of
these issues can be addressed, and we believe in a way that is co-
ordinated with the WTO.

The third lesson, is the need to seek consensus, the need to be
proactive in reaching out to developing countries and the devel-
o?ing world in building that consensus. And not only you members
of Congress and not only the administration, but we in the NGO
community have a responsibility there, too, to reach out to our
counterparts in other countries.

The fourth and final lesson, is we all have a stake in seeing trade
liberalization move ahead. It is in the self-interest of the American
business community and traditional free trade activists who re-
main committed to a compartmentalized approach to stop resisting
the inclusion of democratic values such as environmental concerns
into the international trading system. Progress requires finding
common ground, not accentuating the differences.

I agree with you, Mr. Chairman, that international trade is suf-
fering a crisis of public confidence. Those of us in Seattle witnessed
that crisis firsthand. We are committed to crafting creative ways
to demonstrate in a concrete way that trade liberalization can, and
will, ensure that the values that our members care so much about
are advanced along with economic development.

Thank you very much.

The CHAIRMAN. Thank you, Mr. Van Putten.

[The prepared statement of Mr. Van Putten appears in the ap-
pendix.]

The CHAIRMAN. Now, Ms. Westin.

STATEMENT OF SUSAN S. WESTIN, ASSOCIATE DIRECTOR,
INTERNATIONAL RELATIONS AND TRADE, GENERAL AC-
COUNTING OFFICE, WASHINGTON, DC

Ms. WESTIN. Mr. Chairman, Senator Moynihan, I am pleased to
be here today to provide some observations about the WTO min-
isterial conference in Seattle. In my remarks, I will summarize
what happened, why it happened, and what lessons we can draw
from the experience.

Senator MOYNIHAN. In 5 minutes. {Laughter.]

Ms. WESTIN. In 5 minutes.

The main message of my testimony, is that significant differences
among WTO member countries on several issues led to the failure
of the ministerial to launch a new round of multilateral trade nego-
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tiations. Notwithstanding the outcome, there are several lessons to
be learned from the Seattle experience.

Let me speak, first, to what happened. After four days of inten-
sive talks, the ministerial was suspended without agreeing on a
round and without issuing a ministerial declaration, or any other
formal documentation of its deliberations. As a result, the status of
the ministerial remains unclear.

Although negotiations to further liberalize trade in agriculture
and services are scheduled to begin this year, and news this week
indicates they are beginning, progress may be slow because the
agenda lacks a deadline for completion.

As to why it happened, we concluded that there were two major
reasons. First, the differences on important issues, both among the
major trading countries and between developed and developing na-
tions, were too large to be resolved in Seattle.

For example, the United States wanted to pursue a narrow agen-
da in the new round, focusing on market access issues, while the
European Union proposed including invéstment, competition policy,
and other issues in a broad framework for negotiations. In addi-
tion, there were differences on very sensitive issues such as agri-
cultural export subsidies.

Developing countries also had concerns about the scope of the ne-
gotiations and several sensitive issues. For example, they sought
more time to implement their Uruguay Round commitments.

In addition, they feared that addressing labor standards under
the WTO was a veiled form of proteetionism aimed at undermining
one of the few competitive advantages they enjoy as lower wage
producers.

According to some officials from developing countries we spoke
with, the U.S.’s assistance on resurfacing the issue of labor in Se-
attle and the President’s remarks potentially linking labor stand-
ards to trade sanctions were counterproductive.

The second major reason leading to the failure to launch a new
round was the number of challenges faced by the negotiators, both
in Seattle and in preparations leading to Seattle.

In particular, efforts to balance efficiency with allowing the max-
imum participation of all WTO members in negotiations presented
a challenge to reaching consensus. In an effort to include all WTO
members, the ministerial co-chair set up five large working groups
on the major issues, including agriculture, market access, and im-
plementation.

The working groups were to provide draft text on their issues to
be brought together into a ministerial declaration at the end of the
conference. After 2 days of working group meetings, it was clear
that the process was not moving toward consensus and the tradi-
tional green room process began on Friday. By then, there was not
enough time to work sequentially through the unresolved issues.

We identified several factors that contributed to these challenges
faced by the negotiators in Seattle. One major factor, was the in-
herent weakness of the draft text used as the basis for negotia-
tions.

When WTO ministers arrived in Seattle, the draft declaration of-
ficially on the table was 32 pages long and contained nearly 400
bracketed items indicating disagreement among members.
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As one WTO official noted to us, negntiators had to build down
or remove text to reach a consensus document. This is more dif-
ficult to do than building up or negotiating to add desired lan-
guage.

A number of officials with whom we spoke said that hosting the
Seattle ministerial posed procedural challenges for the United
States, as it is difficult to serve as both host and key participant.

This job was made harder by the newness of the WTO team. The
WTO Director General took office in September, and his principal
deputies were named less than a month before the ministerial.

Finally, there are several lessons that can be learned from the
experience in Seattle. One, efforts to launch a new round may have
been premature. Many countries, due to political or other reasons,
may not have been ready to launch a new round.

Two, ministerial conferences are more likely to succeed if they
address only a handful of politically difﬁcu{t decisions, having
reached consensus on most issues in advance.

Three, the WTO needs to find ways to address the institutional
challenges posed by increases in the number and diversity of its
members.

Four, holding high-profile WTO meetings in countries that are
major trading partners, such as the United States or the EU, may
present difficulties. :

Mr. Chairman, this concludes my prepared remarks. I would be
happy to respond to any questions. ‘

The CHAIRMAN. Thank you, Ms. Westin.

[The prepared statement of Ms. Westin appears in the appendix.]

The CHAIRMAN. Let me turn to you, Mr. Donchue, for the first
question. Now, you h ive been instrumental in trying to bring about
a new consensus on trade that would allow us to bridge differences
and move ahead on the trade front. Where do you think we can
make progress on rebuilding a consensus on trade?

Mr. DONOHUE. Mr. Chairman, I think there are a couple of
issues here. First of all, there is clearly amongst the players, in-
cluding members of the Congress, the business community, and
some of the people that would advocate a different position, a lack

. of clarity of information.

I mean, if you went out to the House of Representatives right
now and did a survey and asked them, how many people thought,
if they voted against China permanent recognition, that the Chi-
nese would not go into the WTO, you would find large numbers of
the Congress that think that they are not going to get there.

Well, they are going there. They are going to make a deal with
the EU in a real hurry, they have got one with Brazil, and they
are moving ahead on a lot of others. So, I think information is im-
portant.

We sometimes lose a little bit of sight of who we are. We are only
29 percent of the world’s economy. The EU is 31 percent, and, by
the way, creating a trading cartel that is closing doors very, very
quickly. We need to express that what we are about is opening
doors, opening opportunities for American folks to trade. B

We also have to get clear, and I will be very brief here in wrap-
ping up, and we have to understand, our friend from the union is
talking about working families. Working families work for compa-
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nies. Working families work for people that trade. We have to un-
derstand that, as the President said the other day in Davos, I
thought very articulately, on the benefits of imports as well as ex-
ports. B

We have to work with unions and with the environmental com-
munity in a very clear and open way. Probably most people know
that Mr. Sweeney and I had come to an agreement on advancing

a working group, hopefully in the WTO, that would not be coupled
to the trade agreement, but would be very analytical and would
look, clearly, at what is the effect of trade on workers in the United
States and around the world. I was very pleased to do that, be-
cause I think the results will be outstanding.

It was difficult to advance that with the developing nations, be-
cause they did not want to hear about it because all they could
think, were standards and sanctions. I believe that we have to con-
tinue to work with labor.

Labor is going to oppose the China thing, and we are going to
be on the other side of it, but sooner or later we are going to have
to find some ways to do some things in common. Labor has got to
understand that a lot of the manufacturing jobs that are lost have
nothing to do with trade. ‘They all have to do with 5 percent pro-
ductivity increases.

Finally, I really believe that we have to look at the environ-
mental thing and recognize we have 169—I believe is the correct
number—international environmental agreements now. American
business has spent $1 trillion in 20 years to clean the air, the
water, and the land. Without any other agreements, we will spend
$1.5 trillion in the next 20 years. I am perfectly willing to sit down.

I think that my colleague here at the end of the table had a fair-
ly open view, and I made a note here, I am going to go over and
see him. We have got to build coalitions of folks, we have to build
better information, and we have got to get down to the facts that
peo;:ile understand who we are, what we can do, and what we can-
not do. :

It is about time we recognize that we have gone from 10 percent
to 30 percent of the total movement of economy around the United
States being international trade, and I think it is very important.
We are anxious to work on it; you cannot do it alone.

The CHAIRMAN. Let me turn to Mr. Van Putten, because I would
be very interested in your reaction to what Mr. Donohue has said
and proposed.

Mr. VAN PUTTEN. As I said in my remarks, Mr. Chairman, I
think we need to find that new consensus, and I welcome his visit
very much.

As he pointed out, there are a number of international environ-
mental agreements and emerging institutions to implement those
agreements. One of the principles that we articulated in our agen-
da, is that the WTO recognized the existence of those other multi-
lateral environmental institutions, that they involved the expertise

-of those institutions in decision ;anels if the implementation of
those institutions was implicated, and that in appropriate cir-
cumstances they would defer to those institutions.

This is one of the areas in Seattle where the EU was supportive
of that text in the draft declaration, and the United States opposed
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it. One of the reasons, I understand, the United States opposed it,
is the difficulty in the U.S. acknowledging these institutions cre-
ated by treaties the U.S. Senate has not ratified and, therefore, the
United States is not a participant.

You have heard a lot about sea turtles in the whole trade and
environment area. Well, one of the things the appellate panel
pointed out to the United States as a way it could vindicate its in-
terests in sea turtle conservation, is the negotiation of inter-

national agreements and doing it in the venue of those institutions.
We have an agreement. It has been ratified by Mexico, Venezuela,
Peru, Brazil, and Honduras. It has not been taken up or ratified
by the United States.

So, it is difficult here to say that the WTO is not the place to
address these issues, there are other international fora, and the
United States is not a full participant, is not lending its credibility
to those fora.

One can understand how the developing countries might be a lit-
tle skeptical about the United States’ ability to advance an environ-
mental agenda when it sees that. That is an area where, obviously,
the U.S. Senate can help build that consensus. Thank you.

The CHAIRMAN. Thank you, Mr. Van Putten. o

Let me turn to you, Mr. Trumka. As I understand it, the AFL—
CIO has had considerable success in the International Labor Orga-
nization in recent years.

In 1998, you succeeded for the first time in obtaining an agree-
ment of all ILO members to a declaration of a fundamental rights
of workers. This past year, you finalized ILO Convention 182 on
the worst forms of child labor.

Why does the ILO not provide a viable alternative for the nego-
tiation of labor standards, one in which we are likely to make
greater progress than in the WTO?

Mr. TRUMKA. Thank you, Mr. Chairman. I would like to answer
that, and if I might, I would also like to answer your question
about how we build that consensus again, if you might allow me
that opportunity.

The CHAIRMAN, Please.

- Mr. TRUMKA. It is tough for us to be able to look at the ILO with
any kind of confidence and say, we will go there to enforce workers’
rights with all the other countries in the world, when our country
has not ratified any of those conventions of the ILO itself.

We have, but for a few maritime conventions, not ratified them.
There is no enforcement mechanism, and workers think that it will
take virtually decades, and they do not think that they have dec-
ades to participate in the globalization of the economy.

Now, with regard to the question you asked Mr. Donohue about
consensus, I think our point of view would be to stop mislabeling
us as protectionists because we raise workers’ issues. When people
cannot deal with your issue, frequently they label you. That is the
first label they give us.

The second point, would be to start recognizing as legitimate the
concerns of workers and the environment, and that they must be
addressed. The third thing is, when we talk about developing na-
tions, I think he is right, we need to get the facts out.
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When we talk about developing nations, I think everybody should
understand that, in Seattle, the workers from those developing na-
tions marched with American workers and workers from around
the world.

They, too, wanted workers’ rights raised by their countries and
they were frozen out of that process. So that would be a start, and
we would welcome the dialogue, we would welcome the opportunity
to start reconciling the differences.
The-CHAIRMAN—Thank-you,-Mr.-Trumka

Now, you, Mr. Johnson. How do you read the results of the re-
cent agreement in Geneva on agriculture? Does it represent the
start of negotiations on agriculture, or will we now spend endless
month?s going through the motions rather than improving market
access?

Mr. JOHNSON. Well, first of all, I think it is the start of the nego-
tiations; where they go from here may be another question. But in
terms of what came out, I think we were generally pleased that
they did establish a separate negotiating group or an agriculture
committee under special session which would report to the General
Consul directly, with its own chairman, is a step in the right direc-
tion.

I think we have to be somewhat realistic that, particularly after
Seattle, there are a lot of doubts about where we are going with
this. I think that is one of the main things we can focus on over
the next several months and years, is trying to redevelop con-
fidence and have a dialogue—and I mentioned this in my state-
ment—with our trading partners, developing a common vision.

Because agriculture has one benefit that it did not have going
into Seattle, I suppose, if you want to look on the cup-half-full sce-
nario, which is we now have time and a structure for discussing
the issues in agriculture. :

So by the time we approach the next WI'O ministerial, hopefully
most of those issues will have been vented to a large extent, and
some of the comments you had made and the other Senators had
made about preparation is part of the built-in agenda when it
comes to agriculture, and also in services.

So we are optimistic, and we are going to continue to push in
terms of the Seattle Round Agriculture Committee, and tﬁe agri-
culture community in general, to make sure we take these negotia-
tions seriously.

The CHAIRMAN. And you, Ms. Westin. You talked about the for-
mation of working groups in an effort to include more of the mem-
bership in the negotiations.

How did these groups function, and why were they not more suc-
cessful?

Ms. WESTIN. Well, my observations are based on, I was there, my
staff was there, and they attended, as I did, several of the working
group meetings. I think that the working groups did not function
as envisioned. We see them as a real effort to be more inclusive,
to get away from the process completely behind closed doors.

Part of the difficulty, though, was that, although .the working
groups were known before Seattle, as far as we could determine,
most of the chair people were not in place until either that Sunday,
or even as late as Tuesday.
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This actually, I think, was a pretty critical factor because it
means that the chairs had no time, really, to talk among people
who might be in the working group sessions to try to start achiev-
ing consensus. So, I think that they did not function too well.

The labor working group was a different issue altogether. That
one seemed to come up rather suddenly. All of a sudden, it ap-
peared on the agenda. We tried to follow what was going on by
looking at the little TV screens in the convention center.

———All of a_sudden, this one was_called._It was called the day after == _

the President’s remarks on trade sanctions and labor standards,
and there were very heated discussions in that room.

In fact, there were some developing countries’ delegations that
just threatened to walk out of that. They thought that this issue
had been decided in Singapore that the ILO was going to handle
it, so rightfully or wrongly, that is what their position was. There
was very heated discussion, and I do not think it achieved anything
to hold that working group. .

The CHAIRMAN. Senator Moynihan?

Senator MOYNIHAN. Sir, I have only a few remarks, one anec-
dotal, if you do not mind, but it is not without some relevance.

To Mr. Van Putten, I was once Ambassador to India in the early
1970’s, and 1 day I found myself out in Rajastan being driven
around by the regional head of the Peace Corps at that time, what
was left of the Peace Corps. It was phasing out fast.

But this fine gentleman had been an aide to a hunting/shooting/
fishing maharajah, just in the days before the privy purses were
abolished. We were driving along in this desert, and he says, see
that little hill? There was a little hill up there. He said, we once
shot a tiger up there.

I said, my God, you could not hide a field mouse on that hill. He
said, oh, well, it was all jungle then. We are talking, 20 years.
Where had the jungle gone? It had been torn down by women with
their hands to make fires to cook supper, and it goes on and on.
You see it in downtown New Delhi, actually.

I would say to my good friend and steelworker, Brother Trumka,
that it is not quite true that we have not attended to labor conven-
tions. I was the floor manager for three in the 1980’s, and after
Senator Pell brought up the matter of the forced labor convention,
I then took the floor and did the managing thereafter.

In the 1980’s, there were only two no votes against 120 treaties.
Senator Hatch managed on the other side. More recently, we rati-
fied the convention on child labor, Number 182, unanimously.

Do not despair. That Singapore agreement that Ms. Westin re-
ferred to was taken very seriously. We agreed to it, all WTO mem-
bers agreed to it. This was 1986, was it not?

Ms. WESTIN. 1996.

Senator MOYNIHAN. I mean, 1996. Yes. Yes. So that is not so far
back. It is lost in memory.

I repeat what I said at the beginning. I was quoting a Times cor-
respondent who said, “Perhaps the greatest myth about
globalization is that it is new. By some measures, its peak occurred
a century ago, making the 20th century memorable in economic
history, mostly for its retreat from globalization. In some respects,
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only now is the world economy becoming roughly as interlinked as
it was more than a century ago.”

Obviously, there are problems. We think we are dealing with
some new phenomenon, and what we are dealing with is coming
out of a century of protectionism that was brought about by war
and threats of war, and had devastating effects.

The business community, which has spent altogether 30 years or
so deploring the new deal, which really was kind of a waste of
time, might well have considered, if it was not for that Smoot-

~Hawley—tariff,—we—would —not-liave -had-that -Depression - which

brought about the New Deal.

If you wanted to make a short list of events that led to the sec-
ond World War, it was Smoot-Hawley. Following Smoot-Hawley,
the British went to imperial preference, the Japanese went to the

-Greater East Asian Co-prosperity Sphere, which meant expansion

and creating their own trading empire.

In 1934, with unemployment at 25 percent, Adolfh Hitler was
elected chancellor of Germany, not in a coup. That is how desperate
people had become. It could happen again.

And that is all I want to say, Mr. Chairman, excepting to thank
Ms. Westin for a very clarifying and helpful account. I think the
GAO ought to go to more conferences, do you not? [Laughter.]

The CHAIRMAN. Absolutely.

Senator MOYNIHAN. It was very well done. For those of you who
do not know, the General Accounting Office is a branch of the Con-
gress. They tell it as they see it, but we depend on them greatly,
and you just saw why.

Ms. WESTIN. Thani ou

The CHAIRMAN. Well, Ms. Westin and gentlemen, we appreciate
very much your being here today. I think I detected some willing-
ness for some of you to get together and talk. I think it is critically
imﬁ)ortant that we seek a consensus. If we lose this opportunity, we
will regret it for years to come. Much will depend, I think, upon
your leadership, so I thank you for being here, and we look forward
to continuing this dialogue.

The committee is in recess.

[Whereupon, at 12:35 p.m., the hearing was concluded.]



APPENDIX

ADDITIONAL MATERIAL SUBMITTED FOR THE RECORD

PREPARED STATEMENT OF HON. CHARLENE BARSHEFSKY

Chairman Roth, Senator Moynihan, Members of the Committee:

Thank you very much for this opportunity to testify before the Committee on our
agenda at the World Trade Organization over the coming yeas. I appreciate this op-
portunity to 1eview our assessment of the WTO after five years, the events at last

ear’s Ministerial Conference, the negotiations and other work we have under way
in the year 2000.

INTRODUCTION

OQur agenda for the year 2000 ranges from opening negotiations on agriculture
and services as mandated by the Uruguay Round Agreement of 1994; to imple-
menting and enforcing existing agreements, includinF several now coming fully into
force; promoting the full integration of the least developed countries into the trading
system; institutional reform at the WTO, with a focus on strengthening trans-
parency; and the accession of new members, in particular China, to the organiza-
tion. At the same time, we are working with other WTO members for consensus on
a new Round. To reach such a consensus, as the President has said, all WTO mem-
bers will have to show flexibility and accept their share of the responsibility for suc-
cess.

My testimony will review each of these points, but will open with a more basic
review of the record of the WTO over the past five years. And here the immediate
point is clear. That is, the trading system is fundamentally sound and our participa-
tion in it is profoundly in America’s interest. While the Ministerial Confgrence in
Seattle was unable to agree on an agenda for a new negotiating Round, and the
WTO has received some criticism from its members and from outside as well, on
the whole the WTO is fulfilling its mission of opening new opportunities, promoting
sustainable development, raising living standards and strengthening peace.

As the President recently said, there is no substitute for the confidence and credi-
bility the WTO offers the world as trade grows. WTO membership opens world mar-
kets to our goods and services, and helps us take advantage of our competitiveness
in agriculture, manufacturing and high-tech industries.. It advances the rule of law
in commerce, and promotes stability during economic crisis. And thus our participa-
tion and leadership in the WTO is of critical importance.

Criticisms, both from within the WTO and from outside, deserve a respectful
hearing and the WTO must respond to the legitimate issues they raise. But these
were not the fundamental reason the Ministerial conference did not launch a new
Round. Rather, the WTO's 135 members reached an unfortunate, but familiar, im-
passe on some of the major policy issues. The impasse will not fix itself; but if WTO
members remember history and first principles, focus more intently on the shared
benefits we derive from the open markets and rule of law represented by the WTO,
and accept the shared responsibilities of developing the trading system, we can
break the deadlock and move ahead.

THE CONTEXT

Qur first challenge is to place the Ministerial in its proper context.

Today’s WTO has its roots in the General Agreement on Tariffs and Trade, or
GATT, created under President Truman after the Second World War. The leaders
of the time acted in the light of their personal experience: they had seen the Smoot-
Hawiey Act in America and similar protectionist policies overseas deepen the De-
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pression and contribute to the political upheavals of the 1930s. Fifteen years later,
they believed that by reopening world markets they could promote growth and raise
living standards; and that as opén markets gave nations greater stakes in stability
and prosperity beyond their borders, a fragile peace would strengthen.

The work they began has proceeded through five decades. Over time, as we and
others abandoned the closed markets of the Depression era, we have strengthened
peace by integrating first Germany and Japan, then the post-colonial world, and
now the countries moving away from communist planning systems into a modern
economic world. And we have fostered what amounts to a fifty-year economic boom
during which the world economy grew six-fold, per capita income nearly tripled, and
hundreds of millions of families escaped from poverty.

Most recentl&a with completion of the Uruguay Round and Congress' passage of
the Uruguay Round Agreements Act in 1994, we made a fundamentar advance:
going well beyond the GATT agreements in addressing agriculture and services; pro-
tecting intellectual property rights; and strengthening our ability to enforce all the
agreements covered by the WTO. In the WTO itself we created a small but efficient
organization, with a very small budget and professional staff, to serve as a venue
by which governments can agree by consensus on measures in the general interest.
This is evident in the substantial further progress we have made since 1995, in con-
clusion of the landmark multilateral agreements on Information Technology, Basic
Telecom:munications and Financial Services.

Taken as a whole, these achievements have substantially improved the world
trade environment and its institutions, in ways including:

o Exparsion of the Rule of Law: In just five years, the 50 year-old trading system
has been transformed from a complex set of rules and disciplines that applied
fully to a relatively few members to a system where the rules apply to all mem-
bers {subject to transitions) eliminating the potential for “free riders” on the
benefits of an open trading system.

Dispute Settlement: Today, 'O Members rely on a set of procedures for the
Frompt settlement of disputes, eliminating many of the shortconu'&ﬁf of the ear-
ter GATT system where the process could drag out indefinitely. ile improve-
ments to the system are still warranted, the greater certainty of the new system
has led to a more prompt resolution of (iisputes and greater predictability in the
application of rules. .
Market Access in traditional and nev; areas of commerce: Globally, the Uruguay
Round is reducing manufacturing tariffs by a third; American farmers and
ranchers are finding export orportunities, as a result of the first real commit-
ments to reduce barriers and limit the use of export subsidies; for the first time
in the history of the trading system services providers have also recorded real
export opportunities, from accounting to telecommunications services providers.
New entrants into the global marketplace, particularly small and medium-sized
enterprises, are also benefitting from these new market openings and innova-
tions.
Intellectual Property Rights Protection: WTO member governments have accept-
ed a landmark set of rules for protection of patents, copyrights, trademarks and
other forms of intellectual property. This both protects the research and innova-
tion of Americans in our most competitive industries, and creates incentives for
further investment and technological progress worldwide.
Global Membership: The WTO has grown by 50%, from the 90 members which
joined to launch the Uruguay Round in 1986 to 135 in 1999, with another 30
members seeking to negotiate entry. More stringent requirements for member-
ship mean acceptance of WTO rules helps to open markets to American prod-
ucts and promote domestic economic reform. This is especially important for
countries emerging from communist planning systems and seeking to establish
market-based economies. Thus, membership in the WTO is a key element in
newly emerging economies in Eastern Europe, in Asia, and in the Middle East.
African nations as well are participating more fully in the WTO than in the
past.
Creation (:{ a dynamic forum for trade liberalization: In establishing the WTO,
we created a system that is responsive to rapid changes in technology and the
needs of the 21s' century. The WTO first set in motion and then realized agree-
ments in financial services, basic telecommunications services and information
technology, whose outcomes are larger in scope than the totality of the results
of the Uruguay Round; and by setting a built-in agenda to continue in agri-
culture and services this year.
e High Technology: The dynamism of the WTO has kept the trading system cur-
rent with technological development, providing real benefits to business and
consumers—through its work on the Information Technology Agreement, Basic
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Telecommunications, Financial Services, electronic commerce and other initia-
tives. Since the Basic Telecommunications Agreement came into effect, for ex-
ample, rates paid by U.S. consumers for international service to most foreign
destinations have declined significantly. From 1996 to 1998, the average price

of an international long distance call declined from 74 cents per minute to 55

cents per minute, a 25% decline. On highly competitive routes, such as the U.S.-

UK moute, prices have fallen even more dramatically, to as low as 10 cents per

minute. Although aggregate data for 1999 are not yet available, indications are

that the trend toward lower rates has continued and that the current average
ﬁ:;ice worldwide is well below 55 cents per minute.

'orld Economic Stability: The WTO has also strengthened the world’s ability
to address economic crises. During the financial crisis of 1997 and 1998, for ex-
ample, the resgect WTO members, including ourselves, showed for open market
commitments helped to prevent a cycle of protection and retaliation similar to
that of the Depression era, ensuring affected countries the access to markets
they needed for recovery, and minimizing damage to American farmers and
manufacturing exporters.

o Greater Oé)enness and Accountability: While, as I will note later, we are not sat-
isfied with the WTOQ's progress toward full transparency, we also recognize that
in five years, the WTO has moved forward on these issues by making a majority
of its documents available to the public, reaching out via symposia and other
means to the NGO community and by creating a Web page. All of the WTO
Ministerial Meetings held thus far—in Singapore, Geneva and Seattle—have
enjoyed strong NGO participation.

THE WTO IN AMERICA’S ECONOMIC BOOM

These policy achievements, in turn, have helped to facilitate an expansion of
American goods and services exports, despite the effects of the Asian financial crisis,
by 55% since 1992, This is especially important, as export-related jobs typically pay
10-15% above the average U.S. wage. Together with domestic policy measures such
as the improvement of fiscal discipline since 1993 and increased investment in edu-
cation, the trading system has thus made a remarkable contribution to our pros-
perity in the past five years. By opening markets, advancing the rule of law and
promoting competition, the WTO has contributed to a record of:

e Growth: The U.S. economy has grown by $2.2 trillion, from $7.C trillion in 1992
to $9.2 trillion in 1999. To put this figure in context, only two countries in the
world apart from the United States have a GDP totaling $2 trillion or greater.

¢ Jobs: U.S. employment has grown by over 20 million, as unemployment levels
drop}}eiiggxg)m 7.3% to 4.0%. This is the lowest unemployment rate since Janu-
ary o .

¢ Rising Living Standards: American living standards are rising, 2s hourly wages
for nonsupervisory workers are up by 6.8%. At the same time, openness to im-
ports has helped to keep inflation low, broaden choice and improve consumer
prices especia?ly for basic household necessities. This is especially important for
the poorest families.

o Investment: Since creation of the WTO, U.S. non-residential business invest-
ment has risen at 10.8% per year.

e Shared Benefit: Americans have broadly benefitted from our expansion, with
poverty rates falling to the lowest level measured since 1979, and unemploy-
ment at record lows for African-Americans and Hispanics.

A final point to note is that in the past five years, the U.S.’ share of world foreign
direct investment has sharply increased, with foreign countries investing more than
$400 billion in America. Many had expressed fears that a more open world would
promote investment in countries with weaker labor and environmental standards.
Investment decisions obviously have many causes, but experience shows that our
high standards have not been any sort of a deterrent to investment in the United
States.

REASONS FOR SEATTLE DEADLOCK

Let me now turn to an analysis of the Ministerial, and then to our next steps.

As the record—both of the past five years and of the past fifty—indicates, devel-
oping the trading system has been work of profound importance. It has therefore
a{’ways been difficult: nations always have entrenched interests which benefit from
the status quo, and at each point along the road, governments must make politically
difficult choices to serve the greater good.

It should therefore be no surprise that we at times have encountered deadlocks.
This happened at the creation of the trading system, in which the founding of the
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GATT in 1948 built upon a failure to set up an “International Trade Organization”
in 1947, The creation of the WTO five years ago followed a failed attempt to launch
a Round in 1982, a mid-term breakdown in 1988, and failures to conclude the Round
in 1990 and 1993. More recent negotiations on financial services and telecommuni-
cations also broke down in 1996 and 1997, in all cases to be followed by success.

The experience in Seattle was similar to many of these previous negotiating dead-
locks. While broadly supportive of a Round, a number of major WTO members were
reluctant to commit themselves to a negotiating agenda covering issues that are
genuinely difficult.

Most important, any new Round must clearly have as a central goal the rapid re-
form of agricultural trade. This is a commitment the WI'O made long ago, when in
1995 it adopted a “built-in agenda” requiring the opening of agricultural talks this
year. This poses a special challenge to the European Union and Japan. However,
developing countries also have diverse interests and agendas, which a Round must
take into account, and we in the U.S. have sensitive areas as well. All of us must
be willing to look hard at our agendas and consider ways to accommodate a number
of the concerns of our trading partners to move forward.

We knew well before the Ministerial, of course, that a new Round would involve
difficult issues. But an agenda that does not take on the difficult issues is one of
little real-world consequence. Over the long run, WI'O members have been able to
overcome their differences; on this occasion they did not. WTO members began to
harden their positions rather than coming to consensus, and the negotiations proved
unable to bridge the gaps.

WTO AGENDA FOR 2000

Since then, we have been consulting with our trading partners and with Director-
General Moore on ways to move ahead. As we do so, we view it as of fundamental
importance that the WTO acts on the issues immediately before it: the implementa-
tion of core agreements under the Uruguay Round, the opportunity to promote de-
velopment and integration for the poorer countries, the decision by China and a
number of other countries to join the WTO and the commitment made in 1995 to
open negotiations on agriculture and services this year.

1. Implementation of Agreements

To begin with, a set of WT'Q agreements covering intellectual property, trade-re-
lated investment measures, customs valuation and other issues come fully into force
this year, when remaining transitions expire. It is crucial that this proceed smooth-
ly. We are meeting our own commitments, of course, in areas such as textiles. And
in case of outright refusal to keep promises, we will not hesitate to use dispute set-
tlement to enforce compliance.

But we also recognize that these agreements are complex. Some countries have
genuine difficulty implementing them despite making sincere efforts to do so. In
such cases, our preferred approach is to work through the problems on a practical,
constructive and pragmatic basis. That is the best way to ensure that we address
the fundamental concerns countries have, and preserve the integrity of the balance
of rights and obligations all of us have taken up. Likewise, we are willing to review
concerns others may have about our own implementation of agreements.

2. Least Developéd Nations

WTO members must also act with greater generosity of spirit toward the least de-
veloped countries.

Part of this is greater market access for the poorest countries. We are prepared
to do this unilaterally, as the President stressed in his State of the Union Address,
by securing passage this year of legislation further opening U.S. markets to goods
from Africa and the Caribbean. This is of fundamental importance to growth and
sustainable development for the people of these regions, and will also help them be-
come better markets for our own products.

Equally crucial, we must develop better means to help these countries participate
fully in the trading system. Many of them come to the table with less experience
in trade policy and at times fewer resources to devote to it. They often rightly feel
they have difficulty in asserting their rights and interests in the WTO. A proposal
we introduced last year, together with Bangladesh, Lesotho, Nigeria, Senegal and
Zambia, to improve the technical assistance and capacity-building programs avail-
able from the WTO and other international institutions, can serve as a starting

point.



47

3. WTO Accession for China and Others

Likewise, the WTO is considering the accession of 31 economies. A number of
these negotiations are well advanced: we expect Jordan and Georgia to enter in the
very near future; we have also completed our bilateral negotiations with Albania,
China, Croatia, and Taiwan; and have had significant progress with a number of
;tllller tg(;untries. Each case will mean significant trade liberalization, bounded by the

e of law.

Let me say a few special words about the completion of China’s entry into the

. This is a critical goal for the WTO this year. The economic liberalization and
opening to the world China will make as part of its WTO accession have the poten-
tial to support reform in China, create opportunities for China's trading partners,
and ultimately help to stabilize peace in the Pacific. And simply from the perspec-
tive of the trading system, a status quo in which the world’s third-largest economy
does not need to follow WTO rules is an enormous source of distortion and uncer-
tainty. The China -accession is thus a central task for the WTO, and must move
ahead this year.

This will require expeditious action, first of all by those WI'O members which
have yet to complete their own negotiations with China, and second by the entirety
of the WTO'’s membership on rules issues. It is a complex task, but one which is
manageable for the WTO and should be completed soon. As part of this process, the
United States must grant China permanent NTR or risk losing the full benefits of
the agreement we negotiated, includinngsgecial import protections, and rights to en-
force China’s commitments through dispute settlement, among other means.

- If Congress were to refuse to grant permanent NTR, our Asian and European com-
petitors will reap these benefits of the agreement we negotiated with China, but
American farmers and businesses may well be left behind.

4. Built-In Agenda Negotiations and Work Toward New Round

Finally, with this work proceeding, we must look to the future. The core elements
of the negotiating agenda are before us, in the opening of talks on agriculture and
services, as required under the “built-in agenda” WTO members agreed upon in
1995. These are the sectors in which markets remain most distorted and closed, and
in which the opening of trade will mean perhaps most to future prospects for rising
living standards, technological progress, and sustainable development.

I am pleased to report that WTO Members are moving forward on this agenda.
The WTO General Council yesterday set dates for the initial meetings for the nego-
tiations on services and agriculture, and our expectation is that the important work
for those negotiations will proceed. That will include the development of negotiating
proposals this year, a matter on which we will be consulting with Members, the pri-
vate sector and other interested Americans in the days ahead. The work has just
begun, and we will soon publish a notice in the Federal Register seeking comments
from all interested parties as we begin the process of developing proposals for these
negotiations. But our view of the initial steps is as follows:

—In agriculture, the WTO Agreement on Agriculture, with binding commit-
ments on market access, export subsidies and domestic support, provides the
basis on which to pursue further agricultural reform. Useful preparatory work
has already been accomplished through the WTO Committee on Agriculture
over the last three years, where countries have identified key issues and their
interests.

We are now working with other countries to ensure discussions in Geneva
focus on subsiantive reform proposals. Our work last year enabled us to identify
general negotiating objectives, such as eliminating export subsidies; reducing
tariffs; expanding market access opportunities for products subject to tariff rate
quotas, including better disciplines on the administration of those TRQ's; reduc-
ing trade-distorting domestic support levels; and ensuring that the operation of
agricultural state trading entities are more market-oriented. We also want to
ensure access for biotechnology products.

We are now developing specific proposals to imglement these objectives. While
specific negotiating timelines have not been established by the Uruguay Round,
the expiration of the agricultural “peace clause” in 2003, and continued domes-
tic farm reform efforts in the United States, Europe and other countries, should
help to move the negotiations forward.

—In services, we are developing negotiating proposals for a wide range of sec-
tors where our companies have strong commercial interests, including, energy
services, environmental services, audiovisual services, express delivery, finan-
cial services, telecommunications, professional services, education and training,
private healthcare, travel and tourism, and other sectors. Our companies are
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poised to be among the primary beneficiaries from stronger services commit-
ments in the WTO.

Broadly speaking, our objectives are to remove restrictions on services trade
and ensure nondiscriminatory treatment. We also need to ensure that the com-
mitments we obtain accurately reflect our companies’ range of commercial ac-
tivities. For example, the GATS definition of environmental services does not
include recycling services, an area where U.S. companies are leaders. We want
to fix this and similar deficiencies in the GATS.

Our proposals must also reflect the many different means U.S. service pro-
viders use to meet the needs of their foreign customers. This includes U.S. com-
panies that establish operations overseas—for example, as a branch or sub-
sidiary; that deliver their services electronically—by pﬂone, fax, or the Internet;
or that depend on individual personnel to “export” services—for example, Amer-
icans that perform short-term consultancy services in a foreign country.

Beyond these mandated negotiations, we have pressing needs to address market
access concerns in non-agricultural products, electronic commerce, issues related to
trade and the environment, trade facilitation, and perhaps other topics as well.
Thus, while there are a number of different options for proceeding with trade liber-
alization beyond the agricultural and services sectors, we working to build con-
sensus for a new Round.

To build a consensus for such a Round will not be a simple task. However, the
outlines can be drawn, if WT'O members prove willing to rethink some of their posi-
tions, focus more fully on the shared benefits of success, and find the balance that
allows us to move ahead. As the President has said, we will keep working toward
consensus; we are willing to be flexible, and expect our trading partners to do the
same.

WTO REFORM

Finally, let me turn to the criticisms the WTO has received and the questions of
institutional reform.

The protests and internal criticisms of the WTO were not at the heart of the nego-
tiating impasse in Seattle. However, they raise issues that require a response. Only
through openness and willingness to listen to its critics will the trading system re-
tain the broad support of the public and its member governments over time.

This does not mean that all criticisms are valid. Indeed, part of the response must
be a rejection of unsubstantiated and more radical criticisms. The core vision of the
trading system is right: opening markets in the past decades has sparked growth,
reduced poverty and strengthened peace. The creation of the WTO here in the
United States has brought this still further: bgecutting tariffs, it has been the equiv-
alent of a $750 billion global tax cut, whose benefit goes largely to less prosperous
families which devote more of their income to food and basic necessities. It has
helped America’s farmers, working peopleé and businesses find new markets over-
seas. And as our import growth has shown, it has helped to raise living standards,
dampened inflationary pressures and broadened consumer choice, while creating
new opportunities for our tradin%epartners. Most recently, during the Asian finan-
cial crisis the respect WT'O members showed for open market commitments helped
to prevent a cycle of Xrobection and retaliation similar to that of the Depression
area, ensuring affected countries the access to markets they needed for recovery,
and minimizing damage to farmers and manufacturing exporters worldwide.

To begin reversing the work we have done would be irresponsible and damaging
in the extreme. Workers in rer countries would lose jobs as industrial markets
closed; living standards of the i)oor in America and other industrialized countries
would fall as the price of food, clothing, shoes and other essential goods rose. Hopes
of rising labor and environmental standards would be deferred, as countries which
suffer from grinding poverty have little time or resources for clean air enforcement
and factory inspection. And a crucial support for peace would weaken, as the stake
natior}lls éxow have in one another’s prosperity and stability beyond their borders di-
minished.

But the WTO must also be willing to listen to and act upon legitimate criticisms
and incorporate new ideas. Most immediately, it must address concerns about trans-

arency which are valid and can be easily remedied. This is especially important
in dispute settlement, where the current practice is to close arguments to the public.
Historically, the practice dates from an earlier era, in which dispute settlement
largely meant mediation and negotiation. But today, dispute settlement is a more
adjudicative process. In such a process, what once was privacy becomes a harmful
secrecy that reduces public confidence in decisions.
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If this remains unchanged, public confidence in the system will erode. As a first
step, at our US-EU Summit in December, we proposed that we and the EU, as the
largest users of WTO dispute settlement, immediately agree to open the arguments
in our transatlantic disputes. Thus far, to our regret, the EU has refused. But it
is quite clear that this issue threatens to erode public confidence in the WTO and
its work, and must be addressed sooner rather than later.

Likewise, the WTO’s internal processes can be improved and updated. Since 1986,
when the Uruguay Round opened, the WTO has grown by over 5§0%, from 90 to 135
members, with more to follow this year. It is not only larger but more diverse, rang-
ing from the world’s most developed to its poorest countries, and covering each point
of the spectrum in between. Each of these members has different priorities and in-
terests, adding to the complexity of negotiations. Over time we should develop a
more effective means of ensuring both participation and efficient consensus-building.
Director-General Moore has begun consultations with WTO mernbers toward this
end. However, as we address the issue, we must be careful not to alter the principle
of consensus for decision-making .in the WTO. And we must also ensure tEat such

rocedural discussions do not distract us from taking immediate action on core pol-
icy issues.

There are also clear areas in which the WTO can do more to help environmental
}grotection. These include elimination of environmentally abusive subsidies, such as
ishery subsidies which contribute to over-fishing; elimination of barriers to trade
in environmental goods and services; and the disciplining of agricultural subsidies,
including the elimination of agricultural export subsidies.

And we believe the WTO can contribute to the advance of internationally recog-
nized core labor standards. Its current refusal to discuss the links between trage
and labor cannot be justified. It can also cooperate more actively with the Inter-
national Labor Organization on a number of issues.

We should also, however, draw lessons for the future from our experience in Se-
attle in these areas. While our environmental proposals won a substantial amount
of support, we received at times intense criticism for pressing to open a discussion
of trade and labor. If we are to move forward, I believe we must address more effec-
tively the reasons many developing countries are suspicious of these discussions.
Few want to specialize in low-wage industries; almost all would prefer highly
skilled, healthy and prosperous workforces. But most also fear £scrimination
against their products that would-block development and perpetuate poverty. Clear-
ly, our proposals in this area have no such intention and would have no such effect.
But if the trading system is to play a role in achieving the shared goal of improving
labor standards—as it should—we must find ways to allay these concerns.

USTR BUDGET

Finally, Mr. Chairman, in the context of our ability to meet the totality of these
challenges, let me raise one final issue. -

Monday, the president transmitted his budget to the Congress. In it, he is recom-
mending funding for USTR at $28.3 million and 190 staff. This represents an in-
crease of $2.8 million and 12 hill-time positions. In addition, the President’s initia-
tive on enforcement includes additional resources for our a%enc . Thus, this budget,
like the previous two the President has submitted, calls for funding increases, to
match the escalating workload our agency has at home and worldwide.

As you know, USTR is certainly one of the leanest and I believe most cost-effec-
tive agencies in the Federal government. When we began, we were an agency de-
signed to coordinate policy, drawing on the resources of other agencies. Today, we
have tremendous statutory obligations, together with complicated and demanding
interactions with nearly 200 foreign trade partners and a very wide spectrum of
Americans. As the Appropriations Committee begins considering this budget re-
quest, I ask your support as our authorizers for the addition of these 12 new posi-
tions to our team. To fulfill our mission most effectively, we need additional support
not only at the WTO, but with respect to agriculture, Africa, China, Japan and sev-
eral other areas. I hope you will support this request.

CONCLUSION

In conclusion, then, the WTO faces a number of challenges in the coming year,
from proceeding on the built-in agenda for agriculture and services, to implementing
prior agreements, bringing in new members, improving the ability of the least devel-
oped countries to participate, reforming its institutions, and working toward a new
Round. To meet these challenges is a responsibility that all WTO members share.
Notrﬁa of these are easy or simple; but others have shouldered equally difficult tasks
in the past.
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And the record of the past fifty Years should give us a great deal of confidence.
Taken as a whole, the multilateral trading system has promoted the rule of law,
created new opportunities for worldwide economic growth, and created opportunities
for Americans. This amply justifies the decision Congress took five years ago to sup-
port creation of the WTO as a successor to the GATT. And it should remind us how
significant will be the rewards of success as we take up the challenges of the new
century.

RESPONSES TO QUESTIONS FROM SENATOR BAUCUS

_ Question: 1 want to recognize you, and the President, for negotiating an agree-
ment with China on WTO accession that provides so many new opportunities™ for
so many of our business and agriculture sectors. It is a stunning agreement.

Now we have the challenge of approval of PNTR for China, something I fervently
hope we can com{ﬂete this year. We may become a victim of the calendar, either
the negotiating calendar, or the political calendar, or both. I hope not.

Let me raise one major concern that is shared by many of my colleagues. That
is monitoring Chinese compliance with its WTO commitments, and enforcing those
commitments. We learned a long time ago that trade agreements with many of our
Asian trading partners are not self-enforcing. We have to put even more eftort into
enforcement than we do in the original negotiation.

China does not have a good record of complying with its past trade agreements.
Senator Roberts and I are circulating for signature a letter to President Jiang
Zemin urging the full and immediate implementation of the Agriculture Cooperation
Agreement. Specifically, we want China to make purchases of wheat, beef, and cit-
rus from the United States now. That would be a positive indicator of their inten-
tions on implementation.

When we return from recess, I plan to introduce legislation that establishes new
mechanisms in the Congress and in the Administration to ensure that we will re-
lentlessly monitor and enforce the Chinese commitments. It is vital that this process
be institutionalized to ensure that future Administrations and future Congresses, be
they Democrat or Republican, do not deviate from this path.

1 would like to know what the Administration intends to propose in the way of
a comprehensive plan for monitoring and compliance by China.

Answer: The U.S.-China WTQ Accession eement will increase U.S. leverage to
open China’s markets by giving the United States broad new rights and strong
mechanisms to enforce them. The Administration has already begun to identify and
put into place tools that will bolster our existing monitoring and enforcement mech-
anisms, and we will want to consult closely with you and other members of Con-
gress as we develop a comprehensive plan for monitoring China’s compliance.

China’s broad commitments will be subject to enforcement by every WTO Member
through binding WTO dispute settlement. In no previous trade agreement has
China agreed to subject its decisions to impartial review, and ultimately imposition
of sanctions if necessary—and China will not be able to block panel rulings. If China
loses in a dispute, it will have to change the offending practice, provide compensa-
tion, or be subject to denial of access to our market in an amount proportional to
the harm it causes.

The United States also maintains the right to use the full range of U.S. trade
laws. Indeed, we have strengthened that arsenal with respect to China by negoti-
ating an anti-surge mechanism using a lower standard than 201 and providing ex-
peditious relief and continuation of our nonmarket economy methodology in anti-
dumping cases.

In addition, we will strengthen our enforcement capabilities through the multilat-
eral nature of the WTO. The accession of China will create a multilateral review
mechanism to monitor China’s implementation of all of its WTO commitments close-
ly. And as these commitments come into effect, China will be subject to enforcement
action by all 135 WTQ members, significantly diminishing China’s ability to play
its trading partners off against one another. In all previous disputes over Chinese
compliance with agreements, notably those over intellectual property, the United
States had to act alone. With China in the WTO, we will be able to work with 134
other members, many of whom will be concerned about the same issues we raise
and all of whom will have the legal right to challenge China’s implementation prac-
tices and seek redress.

The specificity of China's commitments also will help ensure that China complies.
Experience with the Intellectual Property Agreements demonstrates that our agree-
ments with China are enforced most satisfactorily when obligations are concrete,
specific, and open to monitoring. Our bilateral Agreement therefore includes highly
specific commitments in all areas—including industrial goods, services, agriculture,
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and rules—clear timetables for implementation, and firm end-dates for full compli-
ance. These will allow us to carefully monitor China’s compliance and present clear
evidence of any failure to comfﬁy.

We will, as you suggest, relentlessly monitor and enforce China’s compliance. We
are glreatiy preparing for an increased monitoring and enforcement effort through
President Clinton’s request for $22 million in new enforcement and compliance re-
sources for USTR, the Commerce Department, USDA, and the State Department.
The President is requesting resources for the lar%est monitoring and enforcement
effort for any agreement ever, covering China’s obligations in the WTO and strong
enforcement of our trade laws.

The additional resources sought for the Office of the U.S. Trade Representative
would strengthen our ability to ensure that the terms of our agreements are ful-
filled. This initiative would create new positions in four areas of expertise—legal,
economic, geographic, and sectoral—to be devoted to negotiating, monitoring, and
tteonfco;lciing trade agreements, and would significantly increase USTR staff dedicated

na.

President Clinton’s new initiative would triple resources at the Department of
Commerce dedicated to China trade compliance—including administration of our
unfair trade laws. The Department would more than double the number of compli-
ance officers in Washington devoted to China to ensure effective enforcement of Chi-
na's WTO accession commitments and other bilateral trade agreements. It also
would ¢reate a new Commerce/State Overseas Compliance Program which would
provide trade experts to monitor compliance with international trade obligations
and support enforcement of U.S. trade laws, such as those involving market access
issues, subsidies, dumping, and other unfair trade practices. By strenﬁthening our
capacity to ﬂher information “on the ground” in foreign countries, this initiative
would help erican businesses make the most of market access opportunities and
facilitate the investigation of trade agreement violations.

The President’s budget also calls for providing additional resources to the U.S. De-
gartment of Agriculture to bolster its legal and technical expertise in areas covered

y trade agreements and U.S. trade law. USDA monitors implementation of the
WTO agreement’s agricultural trade liberalization provisions and works with USTR
to ensure compliance.

The Administration will continue to work with the American workers, farmers,
businesses, and the Congress, to ensure effective monitoring and quick response. At
the same time, vve will seek to prevent or reduce problems by working closely with
the Chinese, including through technical assistance where appropriate, to ensure
they fully understand their new obligations. WTO rules will require real and mean-
ingful changes in China’s application of trade rules and policies, and consultation
and training can head off problems.

Question: Earlier this week, I gave a speech with my thoughts about why a new
round was not launched at Seattle. I don’t want to dwell on this today, although
we do need to learn from that experience. One major conclusion I have reached is
that the WTO probably is not the place to deal with many of new issues confronting
us—such as GMOs, competition policy, food safety, e-commerce, other domestic reg-
ulatory issues, environmental standards and trade. In fact, I now believe that trying
to open a new round would be the wrong way to go in the future.

I was glad to see that the WTO agreed this week to begin agricultural negotia-
tions. Europe’s refusal to deal with its agricultural export subsidies was a major
cause of the failure at Seattle. And it is a major distortion in the global trading sys-
tem. I know that the EU fought against starting these negotiations in Geneva. But
this issue is so important to so many nations. It inflicts significant damage on the
United States, on the Cairns Group, and on many developing countries. I believe
that we can work with these other countries to construct a strategy that will isolate
Europe and put them on the defrusive in these negotiations. I think the EU has
done a masterful public relations ,ob internationally in putting the blame on us. I
would ag‘preciate your thoughts about how we can galvanize our potential allies
around the world.

Answer: Elimination of agricultural export subsidies has been at the center of our
strategy for the upcoming WTO negotiations. Economically, export subsidies are
among the most trade-distorting golicies applied in the international marketplace,
as the level and direction of trade is directly determined by government policies
rather than basic competitiveness. Recognition of this fact, and the fact that the Eu-
ropean Union accounts for over 80% of global export subsidies, has allowed us to
build a broad coalition against export subsidies, stretching from APEC members, to
FTAA members, and a number of developing countries. We will continue to work
with these countries as negotiations begin this year, and our work will continue to
put pressure on the EU. As we address the range of procedural and technical issues,
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and then move into substantive negotiating issues, we should increase the level of
interest in agricultural trade reform across WT'O members.

Question: A related issue is the series of bilateral arrangements that the EU has
reached with many of its trading partners—Mexico, central Europeans, countries in
the Middle East, South Africa. Many people believe that these arrangements, which
provide preferences for EU products that discriminate against us, are in violation
of ﬂ}lf‘ WTO, specifically, Article 24 on free trade areas. I would like your comments
on this.

Answer: We have had concerns about the compatibility of some of the EU’s bilat-
eral and regional trade agreements with the multilateral rules governing such
agreements. In Yarticular, there are questions about whether some agreements
cover substantially all trade between the parties, as is required by the WTO’s rules,
and whether the origin rules applied under such agreements are consistent with
international obligations. We have expressed our reservations about these and other
elements of their bilateral agreements in the WTO’s Committee on Regional Trade
Agreements, and are conducting further analysis of the matter should resort to dis-
pute settlement be necessary.

Question; And, finally, the FSC. I think it is outrageous that the EU, after making
an afreement with the United States 15 years ago, now breaks that agreement for
totally extraneous reasons. A lot of people believe that we will lose the appeal this
month. This is a major threat to the integrity of the trading system and a major
threat to the way in which we deal with Europe. It has enormous ramifications in
many areas of the trans-Atlantic relationship, not just trade. Again, I would appre-
ciate your thoughts.

Answer: As you undoubtedg know, on February 24, the WTO Appellate Body af-
firmed the finding of the WT ganel that the FSC tax exemption constitutes an ex-
port subsidy that is prohibited by the Subsidies Agreement and in violation of U.S.
obligations under the Agriculture Agreement. We share the view that this dispute,
if not properly managed, could damage our bilateral relationship with the EU and
impair our ability to cooperate in a number of areas. We have communicated this
view to EU officials. It is our intent to seek a constructive solution to this dispute,
working closely with Congress, the business community, and our EU counterparts.
However, in finding such a solution, we will ensure that U.S. firms and workers are
not placed at a disadvantage visa-vis their European competitors.

Question: At the end of January, a number of nations signed the Biosafety Pro-
tocol. The Administration announced that the United States will abide by it. I'd like
to congratulate the Administration on its negotiations here, especially for fending
off proposals which could have seriously disrupted grain shipments.

There is some confusion about the relationship between the Protocol and the WTO
on trade in GMOs. The Protocol's preamble emphasizes that the Protocol doesn't
change any obligations under existing agreements, such as the WTO agreement. But
it then says that the Protocol is not subordinate to any other agreement, such as
the WTO agreement.

How are we in the Congress to interpret these seemingly contradictory two state-
ments? Does the Biosafety Protocol undermine the WT'O? Which takes precedence
in a biotech dispute, the WTO or the Biosafety Protocol?

Answer: The Protocol does not undercut our WTO rights in any way. As you note
in your question, the Protocol contains a savings clause that clearly states that it
should not be interpreted to change rights and obligations under other international
agreements. The additional clause in the Protocol stating that the savings clause
does not subordinate the Protocol to other agreements does not conflict with or un-
dermine the legal force of the savings clause. Biotechnology disputes in the WTO,
if any, will be governed by WTO rules—unchanged by the Protocol.

Question: As you both know, a Federal District Court found that an environ-
mental representative should be appointed to ISAC-10 on lumber and wood prod-
ucts and ISAC-12 on paper and paper products. I am very concerned that the Ad-
ministration is appealing this ruling.

First, I believe that the court decision was proper. FACA, the Federal Adviso
Committee Act, requires that membership in these committees be fairly balanced.
Judge Rothstein made it clear that it is not sufficient to have a membership that
is broadly representative of the industry sector only. The ISAC must include balance
in terms of vie ints to be represented. In this case, that means representation
by environmental groups. :

Second, I was deeply disappointed by the decision to appeal. In both Seattle anti
Davos, the President spoke eloquently about the need to bring Third Sector con-
cerns, such as labor and the environment, into the mainstream of our formulation
of trade policy and trade negotiations. 1 would like to get a better understanding
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about why there would be an appeal that is at such odds with the views that the

President has stated so clearly.

litNo?:d If they say that they cannot speak about something that is currently being
igated, say:

I am not trying to raise a legal issue. I am trying to understand the underlying
policy that opposes environmentalists serving on these committees. I recognize that
there are issues of . confidentiality. But, our system of government is based on in-
clusion and transparency, and keeping the environmental voice out of these ISAC
discucsions does not serve our national interest. Besides, if we want to see openness
and transparency in the WTO system, we need to start at home with full participa-
tion of those affected by decisions.

Answer: The Administration actively seeks and obtains advice from environmental
groups on the development and operation of U.S. trade policK. One way it does so
is through the trade policy advisory system that Congress has established under
Section 135 of the Trade Act of 1974. Under the Act, Congress provided that the
CEO-level Advisory Committee for Trade Policy and Negotiations (ACTPN), which
sits at the top of the advisory committee pyramid, is to include representatives from
non-governmental environmental and conservation organizations. In addition, Presi-
dent Clinton has established a CEO-level Trade and Environment Policy Advisorg
Committee (TEPAC) to provide a forum for advice to the Administration on bot
trade and trade-related environmental Policy issues. Members of the ACTPN and
the TEPAC, including representatives of five different environmental organizations,
were included on the official U.S. delegation to the recent World Trade Organization
ministerial conference held in Seattle.

The advisory committee system is but one of a variety of mechanisms through
which the Administration obtains advice from interested groups and organizations
on the development of U.S. trade policy. For example, in formulating specific U.S.
objectives in major trade negotiations, USTR routinely solicits written comments
from the public, consults with and briefs interested constituencies, holds public
hearings, and meets with a broad spectrum of environmental and other groups. In
addition, the President’s recent Executive Order on environmental reviews of trade
agreements and its implementing guidelines will establish an inclusive process for
blxj'inging environmental perspectives into the development of U.S. trade negotiating
objectives.

JI‘he lawsuit referenced in your question is based on a complaint regarding the
membership of two Industry Sector Advisory Committees (ISACs), which form the
third tier of the trade policy advisory committee system Congress established under
Section 135. The ISACs, which are co-chaired with the Department of Commerce,
are carefully designed to channel important negotiating advice to the Administra-
tion from the various sectors of our economy. The relevant statutory language and
legislative history make clear that Congress intended ISAC membership to be
drawn from industry, labor, agricultural, and services representatives in the sector
concerned. Appointments to the ISACs have been made on that basis since the
ISACs were established over 20 years ago.

The decision to appeal the court’s ruling relates to broader concerns about the in-
tegrity of the statutory system Congress devised. The court’s ruling, if permitted to
stand, could undermine the framework that Congress established. Of course, Con-
gress can examine the operation of the advisory committee system and consider
whether changes in Section 135 may be warranted. (Indeed, as indicated below, I
have asked Congress by letter to the Chairs and Ranking Members of Senate Fi-
nance and Ways and Means, to evaluate how to improve the entire advisory sys-
tem.) But that is a task for the legislative branch, not the courts.

As the appeal goes forward we are implementing the court’s order, and have al-
ready extended invitations to environmental representatives to serve on the commit-
tees. Once these persons have received security clearances, they will be appointed
for full two-year terms.

Moreover, the Administration is committed to ensuring that it receives timely and
comprehensive advice on trade-related matters from a broad range of civil society
interests, including environmental and conservation organizations. The Administra-
tion encourages and supports strengthening relationships between non-govern-
mental groups and government gﬁencies, which will help ensure that the perspec-
tives of these organizations are fully considered in the trade policy and negotiating
process. .

Accordingly, earlier this year USTR and Commerce announced an initiative to
seek views from the public on ways to enhance the effectiveness of Administration
efforts to obtain advice from environmental, consumer, and other nongovemmf:nbal
groups on important trade policy matters. USTR and Commerce recently published
a Federal Register notice seeking comments from the public on changes to the advi-
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sory committee system, that would help to ensure that the Administration obtains
timely, relevant trade policy advice from nongovernmental groups. We are also ask-
ing our trade Igoli? advisory committee members to provide their views on this sub-
ject as well. In addition, the Administration is considering other initiatives to ad-
dress the concerns that have been raised.

In tandem with the Administration’s review of this subject, we believe that it
would be appropriate for Congress to undertake an examination of the existi
trade policy advisory system. Such a review would help to identify the extent whic
the advisory system is presently functioning in a manner consistent with Congres-
sional intent and whether changes in law or policy may be warranted to ensure that
all relevant perspectives are heard and considered in the formulation of U.S. trade
policy. Consequently, as indicated, I wrote to the Chairmen and Ranking Members
of the Finance and Ways and Means Committees, and their trade subcommittees,
re%uesting them to undertake such a review. We look forward to working with you
and the other members of the Finance Committee in addressing this important sub-
ject.

RESPONSES TO QUESTIONS FROM SENATOR HATCH

Question: “Ambassador Barshefsky, as I said in my statement, I understand the
reluctance of developing nations to adopt certain standards. There are legiti-
mate reasons for delayed implementation, and they have always been a part of
WTO. But the timely compliance with the TRIPS commitments is important to the
ability of these members to attract and sustain foreign investment as well as the
technology that they need to achieve development goals. No nation should be al-
lowed to prolong the implementation of the basic protections that our software man-
ufacturers, for example, expect when they enter into good faith trade transactions
with importers in any WTO member country.

“I am providing a copy of my recent letter to you on this matter. I am also re-
questing that you advise me of your tiinetable for initiating TRIPS cases against
some of the worst offenders.”

Answer: We appreciate and share the concerns expressed in your letter about the
importance of developing countries meeting their January 1, 2000 obligations under
the TRIPS eement. We are completing an in-depth assessment of TRIPS compli-
ance by all developing countries and are preparing to take appropriate action, in-
cluding initiating dispute settlement actions where appropriate. You are cor-
rect that clear criteria are necessary to select countries for dispute settlement ac-
tions. The two criteria you suggest are evidence of a lack of respect for TRIPS obli-
gations, and deficiencies or practices that have a particularly harmful effect on
American high-tech industries. In conducting our analysis, we are looking carefully
at these and other types of deficiencies or practices, the value which a WTO decision
might have in interpreting relevant sections of the TRIPS Agreement, and priorities
for dispute settlement actions.

Question:

¢ Madame Ambassador, I understand that your office is considering a petition to
grant duty free treatment under the Generalized System of Preferences to im-
ports of magnesium alloy and magnesium powder. I am concerned about this
petition because the U.S. magnesium industry has sharply contracted in the re-
cent past as a result of injurious import competition. Only two producers re-
main. The largest is Magnesium Corporation of America, located in the State
of Utah. I understand that this company has successfully petitioned for anti-
dumping relief against imports of magnesium products from Canada, China,
and Russia. I also understand that workers from the two remaining magnesium
p}al?atts,o have been certified for trade adjustment assistance by the Department
of r. :

¢ In considering a GSP petition such as the one on magnesium, does your office
consider the fact that imports of the product at issue have been found by other
agencies to injure U.S. producers and workers?

o It would seem to me that the better practice might be to reserve GSP treatment
for products that have not already been found to cause injury to our industries
and workers. .

¢ I would appreciate your giving careful consideration to the views of the U.S. in-
dustry and its workers in this case.

Answer: First, let me assure you that the GSP annual reviews provide multiple
opportunities for interested parties to make their views known to the-inter-agency
coramittee ¢ ed with administering the GSP program. We invite pre-hearing
briefs, hold a lic hearing, and solitggfoet-hearing and rebuttal briefs. In addition
to our public hearing, the International Trade Commission holds its own hearing.
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The ITC provides us with economic effects advice on all petitions, and we request
public comment on it. The U.S. magnesium industry is participating in this process.

Second, we are very careful not to designate products for duty free treatment
under the GSP &rogram that_would harm a U.S. industry and its workers. While
we wish to use GSP to stimulate development as intended by Congress, we do not
endanger U.S. industries by designating import-sensitive products. However, since
the due process we provide has not been completed with regard to the magnesium
petitions, it would be inappropriate for me to comment specifically on them. Your
interest in this case has been communicated to the inter-agency GSP committee and
will be considered by it when members formulate a recommendation to me.

Finally, under the law, we do not grant GSP benefits to countries for products
having outstanding anti-dumping or countervailing duty orders.

RESPONSES TO QUESTIONS FROM SENATOR MACK

Question: It is disturbing to me that the WTO might rule against the validity of
the Foreign Sales Corporation (FSC) laws, since the FSC was created specifically
to comply with a 1981 “Understanding” adopted by the governing Council of the
GATT. How could the WTO ignore the express findings of this “Understanding,”
which provided that countries need not tax foreign source income (including export
trat)n§3cgions) and that the failure to do so does not constitute a prohibited export
subsidy?

Answer: As you undoubtedg know, on February 24, the WTO Appellate Body af-
firmed the finding of the WT ganel that the FSC tax exemption constitutes an ex-
port subsidy that is prohibited by the Subsidies Agreeinent and in violation of U.S.
obligations under the Agriculture Agreement. In so ruling, the Appellate Body dis-
agreed with our argument that the 1981 GATT Council Understanding had been in-
corporated into GATT 1994 as an “other decision” of the GATT 1947 CON-
TRACTING PARTIES within the meaning of paragrai)h 1(bXiv) of the so-called “in-
corporation clause” of GATT 1994. Instead, the Appellate Body found that the Un-
derstanding did not constitute a legal interpretation of general application, but rath-
er was limited to the particular measures at issue in the earlier disputes over U.S.
and European tax laws that gave rise to the Understanding. While the Appellate
Body agreed with the United States that the Understandir}g gualiﬁed as a “deci-
sion” under Article XVI:1 of the WTO Agreement, it did not find the Understanding
relevant to the issue presented in the complaint concerning the FSC. According to
the Appellate Body, the Understanding did not address the issue of whether, having
decided to tax a particular category of foreign-source income, a WTO Member gov-
ernment may provide an export-contingent exception from taxation such as that pro-
vided by the FSC.

Like you, we disagree with the Appellate Body’s findings. We are now focusing
our efforts on finding a constructive solution to this problem that ensures that U.S.
firms and workers are not unfairly disadvantaged.

Question: Is it the Administration’s position that the WT'O Agreements repealed
the 1981 GATT Understanding upon which the FSC was based? If so, why wasn't
that point made to the Congress in the Statement of Administration Action that was
submitted to identify all changes in U.S. law that were necessitated by the WTO
agreements?

Answer: As indicated in the answer to the preceding question, it is not the Admin-
istration’s position that the WTO eements repealed the Understanding. Rather,
the Administration argued that the Understanding remains relevant to an interpre-
tation of the WT'O Subsidies eement. While the Appellate Body agreed that the
Understanding had continued legal vitality as a “decision” under Article XVI:1 of
the WTO Agreement, it disagreed with the United States with respect to the rel-
evancy of the Understanding to the matter at issue in the FSC dispute.

Question: What efforts has the Administration made to settle the FSC case with
the European Union?

Answer: Since this case began in November 1997, we repeatedly have told the EU
that it would be in both of our interests to address EU concerns regarding the FSC
through negotiation rather than litigation. However, the EU was not interested in
negotiation. Now that the Appellate Body has issued its ruling, we have reiterated
to the EU the need for a constructive solution to this matter that preserves—rather
than damages—our bilateral relationship. We believe they share our view about try-
ing to resolve this issue constructively. We are examining a wide ranges of options
in order to secure that constructive solution, and are consulting with Congress and
the Private Sector on these options. . .

Question: If the U.S. loses the appeal of the FSC decision, will the Administration
examine the tax laws of EU nations that, similar to the FSC, reduce taxes on ex-
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Eorts, and bring these before the WTO? If 8o, has the Administration informed the
U of this course of action?

Answer: In evaluating the I:Epellate Body report, we are considering how the A
R:llate Body’s findings affect the WTO-consistency of the tax systems of other

embers, including those of EU member states. At this point, however, it would be
premature to speculate on the outcome of this analysis or whether it would be ad-
vantageous to initiate disputes against foreign tax systems.

Question: Has the Administration made it clear to the EU that the FSC case could
jeopardize continued U.S. participation in the WTO, considering the upcoming Con-
gressional debate under Section 125 of the Uruguay Round Agreements Act?

Answer: We have made it abundantly clear to the EU that its attack on the FSC
through litigation has done nothing to increase support for the WTO within the
United States, and a failure to resolve it constructively may erode support for the
WTO Dispute Settlement process.

PREPARED STATEMENT OF THOMAS J. DONOHUE
INTRODUCTION

I am Thomas J. Donohue, President and Chief Executive Officer of the United
States Chamber of Commerce. The U.S. Chamber is the world's largest business fed-
eration, representing more than three million businesses and professional organiza-
tions of every size, sector and region in the country. The Chamber serves as the
principal voice of the American business community. An important function of the
Chamber is to represent the interests of its members before the U.S. Congress, the
Executive Branch, the independent agencies of the federal government, and the fed-
eral courts. The Chamber welcomes this opportunity to present its views on U.S.
trade policy after the Seattle ministerial.

Perhaps the single most important lesson we should derive from the debacle in
Seattle is that our mission is the same now as it was before Seattle. Economic

lobalization will continue on its own momentum. We need to continue fighting for

.S. interests in this global economy. We need to keep opening markets for Amer-
ican agriculture, manufactured products and services. We need to keep opening
markets for American workers whose jobs increasingly depend on access to those
markets. And we also need to quit hurting ourselves through our continuing use of
unilateral sanctions.

China is a case in point. Congress will soon vote on whether to extend permanent
normal trade relations (PNTR) status to China as part of the recently-negotiated
China-U.S. agreement on China’s pending WTO accession. Once China concludes
the requisite additional agreements with the European Union and others, it will
enter the WT'O—whether or not Congress grants PNTR. If Congress votes not to
grant PNTR, we forfeit the benefits of improved access to China’s market that we
negotiated for ourselves last year—with the big losers being American farmers,
American manufacturers, American technology firms, American service providers,
and American workers.

Congressional defeat of fast-track legislation in September 1998 served to under-
score the fact that, in recent years, the principal U.S. tendency on foreign economic
policy has been to restrain or resist U.S. participation and integration into inter-
national commerce. Since the 1994 passage of the Uruguay Round Agreements Act,
unilateral economic sanctions have represented the primary—if not the only—form
of U.S. trade policy activism. But during the same time, renewal of presidential fast-
track negotiating authority was expressly rejected by the Congress for the first time
since its inception in 1974. Maintenance of normal trade relations with China—the
world’s largest nation and one of its fastest growing economies—has remained on
a year-to-year footing for over a decade, while our major competitors in that market
display no such hesitancy. And the U.S. has proven reluctant, at best, to exercise
the leadership that is expected of it in international institutions such as the Inter-
national Monetary Fund and the United Nations.

As the world changes, continuing U.S. engagement is becoming more important
to the national interest, not less. The world is becoming more multipolar in political
and economic terms. New players are emerging on economic and political fronts.
Economic issues are increasingly recognized as important at home and abroad as
trade’s share of national output grows. Economic and trade “blocs” such as the
North American Free Trade Agreement (NAFTA), the European Union, the Asia-Pa-
cific Economic Cooperation area (APEC), Mercosur, and others continue to gain
prominence.
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Beginning in the early 1970s, the U.S. demonstrated in various ways its willing-
ness to exert international economic leadership. Presidential trade negotiating au-
thority was strengthened in 1974 with the establishment of fast track. ’Fhe U.S. con-
tinued its leadership in international institutions such as the IMF, World Bank and
GATT. In the 1980s, U.S. trade laws were revamped to defend and advance U.S.
interests more effectively. Also in the 1980s, the United States led efforts to nego-
tiate NAFTA and the Uruguay Round.

But the late 1990s witnessed a sudden and potentially very costly lapse in U.S.
leadership. Unilateral sanctions became the only “proactive” initiatives the U.S.
seemed willing to take as our foreign policy drige toward isolationism and sec-
tarianism. The Congress and the Administration have been unable to agree on the
importance of effective trade neﬁotiating leverage. U.S. companies are facing grow-
ing disadvantages relative to their comfpetitors as other nations negotiate agree-
ments that provide Treferences for their firms. And the U.S. is risking its leadership
role in international economic and financial affairs as it only reluctantly lives up
to its comiitments to international institutions such as the United Nations and the
International Monetary Fund.

The reality is that the U.S. must compete in international markets. The failure
of the U.S. to assert the leadership incumbent upon the world’s largest national
economy can only result in a loss of competitive position and further loss of momen-
tum in the decades-old effort to create a world of open and competitive markets.

The United States must either resume its leadership soon or abdicate to others.
Trade’s importance to the U.S. economy has grown enormously since 1959. The
share of U.S. output purchased by foreigners has grown almost three-fold since
then—as has the share of U.S. income used to purchase foreign goods and services.
Over 95% of the world’s population lives outside of the United States. It should
make common sense not only to trade with them, but also to work with other na-
tions to solve international crises and promote expanding trade and sustained eco-
nomic growth.

Accordingly, the U.S. must pursue both a regional and multilateral agenda for
commerce abroad aid a legislative agenda in the U.S. Congress which advances our
interests in all of the world’s major trading regions. But such leadership can be re-
sumed only if certain fundamentals are attended to:

e The United States must resume its place at the trade agreement negotiating
table so that markets can be further opened to U.S. business as well as our
competitors. This means providing U.S. negotiators with the tools they need to
close deals and bring them home for expedited consideration by the Congress.
Without such tools, other nations will continue to initiate negotiations and con-
clude agreements which establish preferential terms for our competitors, to the
disadvantage of U.S. interests. For this reason, approval of permanent normal
trade relations (PNTR) status for China (a necessary precondition for enjoyin,
the benefits of any final market-opening China WTO accession agreement) an
“fast track” trade negotiating authority should rank at the top of the nation’s
international economic and business agenda. Increased public awareness of
trade’s importance generally and China’s normal trade relations status in gar-
ticular is right now the major focus of a major public education effort—called
“TradeRoots”—| X the National Chamber Foundation, a separate affiliate of the
U.S. Chamber. At the same time, the U.S. Chamber itself is committed to an
all-out effort to obtain Congressional support for requisite legislation to ensure
PNTR'’s approval by this summer.

The United States must meet fully its obligations to international institutions

on which it must depend for stabilizing and growth-enhancing influence in the

%lobal economy. International institutions such as the International Monetary
und and the United Nations are necessary tools for the management of global

financial and economic crises in a coordinated, complementary fashion. Simi-
larly, the United States must maintain sufficient financial support for domestic
U.S. trade development institutions (e.g., Eximbank, OPIC, Trade and Develop-
ment Agency) that meet finincing, insurance and other needs that are not ful-
filled by the U.S. private sector. At the same time, the U.S. must work to en-
sure that these institutions are structured and directed to meet carefully de-
fined objectives that are consistent with their overall missions. Care should be
taken to prevent enactment or implementation of policies that might under-
mine, distract from or conflict with these institutions’ missions.

o The United States must cease its continuing preference for unilateral economic
sanctions and Cold War-era controls on exports of widely available goods as for-
eign policy tools of choice. History demonstrates that the primary result of such
sanctions and export controls is to inflict economic injury on U.S. businesses
and their workers while at the same time strengthening—rather than weak-
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ening—the intended targets of the sanctions and controls. But even more dam-
aginfl in the long run, such sanctions and controls cast a lingering pall of
unreliability over U.S. companies which subordinates U.S. firms' price- and
quality-competitiveness to concerns that U.S. policy may compromise U.S. en-
terprises’ ability to fulfill their business partners’ expectations,

¢ The United States must recognize the importance of maintaining viable trade
remedy laws that are designed to eliminate, offset or obtain compensation for
unfair trade practices or violations of international trade agreements by our
competitors. Such remedies are necessary to enhance U.S. negotiators' leverage
and credibility. They will also help instill public confidence in the system, so
that a political mandate for future trade negotiations can develop. This will be
easier to accomplish if apgrofriate checks and balances are effective.

* The United States must find a basis for addressing substantive labor and envi-
ronmental concerns without holding U.S. competitiveness hostage to special in-
terest efforts to achieve extraterritorial application of policy objectives that are
not relevant to international commerce.

THE WTO AFTER SEATTLE: RESUMING OUR PLACE AT THE NEGOTIATING TABLE

The WTO Ministerial Meeting in Seattle has come and gone. The Chamber and
others in the business community worked long and hard on proposing an agenda
for advanc'i:g new global trade talks at that meeting. However, the Ministerial
failed to produce agreement on that point among the principal players. Moreover,
opponents of trade expansion are clearly more energized, and were not shy about
completely disrupting an entire city to make their points. .

W%‘O rules require member nations to eschew iﬂx tariff and nontariff barriers,
subsidies and other protectionist domestic policies which provide unfair and market-
distorting advantages to their interests. Under these rules, other countries commit
not to discriminate against U.S. trade, and agree to abide by fair trading practices
that safeguard U.S. workers and firms.

To ensure that the U.S. secures the full benefits of WTO rules, the United States
sought and obtained unprecedented discipline over the resolution of international
trade disputes. As a result, under the WI'O we have better enforcement of U.S.
rights and greater assurances that our trading partners will abide by the rules and
open their markets to American exports.

More broadly, participating in the WTO permits us to advance our democratic val-
ues. Countries that subscribe to WTO rules—rules we had a disrroportionate role
in shaping—are obliged to adhere to these rules in commercial transactions. In
short, the reinforces the rule of law.

Those who successfully disrupted Seattle’s civic life for a few days last fall may
have made the evening news. But they did nothing to stop or even slow down inter-
national commerce. Nor did they create any jobs, solve any environmental problems,
or advance any causes which have a meaningful chance for international agreement,
But these disruptions were and are symptomatic of a much more serious lack of
U.S. resolve to continue “pushing the envelope.”

Trade’s share of U.S. GDP has roughly tripled since the late 1950s. U.S. leader-
ship in international fora has led to strengthened trade rules that have allowed
American businesses, farmers and workers to find new opportunities, create new
jobs, and raise living standards and, in other words, enjoy substantial benefits from
the growing impact of trade on our lives.

There are those who, during the struggle to implement the North American Free
Trade Agreement (NAFTA), argued that NAFTA’s implementation would be fol-
lowed by a “giant sucking sound” of U.S. jobs head south to Mexico. But what has
really happened? Since NAFTA’s implementation, the U.S. economy is enjoying
record employment. Indeed, while progress has been somewhat uneven, ksliﬁlfm.l'ncant.
areas of this nation are facing labor shortages, particularly in higher-skilled jobs.

Notwithstanding the failure to launch a new negotiating round in Seattle,
global trade continues to expand with attendant benefits for consumers, workers
and business. Continued progress toward trade liberalization requires we recognize

that:
1. The WTO continues to serve United States’ interests:

—Large international trade flows continue to move without hindrance
under existing WTO rules and thereby make an important contribution to
curreat U.S. prosperity.

—The structure of rules &love ing trade in goods and services remains
in place within the WTO. We should work vi rously in the coming year
to insure rapid and full implementation of all existing commitments by
WTO members.
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2. The U.S. should vigorously support the WTO while at the same time seek-
ing reforms that improve its performance:

—The U.S. 1s a principal beneficiary of the WTO dispute-settlement
mechanism’s (DSM) enforcement of rules and has a large stake in its
continued operation. Nevertheless, rapid action is necessary to make the
DSM more transparent and effective.

—The WTO’s less advanced members, especially the least developed
countries, need to be given a deeper stake in the Wi:O system through ad-
ditional trade liberalization initiatives and through education in the bene-
fits of global trade liberalization for their economies,

3. The rapid pace of flobal economic integration will insure that continuin
delays in further trade liberalization pose serious risks and burdens for globa
trade. Every attempt should be made to move forward as much as feasible in
the already mandated negotiations on agriculture and services. Op(i)ortunities
{_or hbr}ute progress, such as sectoral initiatives, should be pursued wherever
easible.

OTHER INTERNATIONAL INITIATIVES

Lack of progress on trade liberalization in the WTO underscores the importance
of achieving progress wherever possible in other international fora. The U.S. must
continue to pursue several regional and multilateral objectives in a manner that fur-
ther advances U.S. interests in the world economy. They include: .

¢ achievement of free and open trade in Asia-Pacific region by at least 2020, and

sooner (by 2010) among the developed countries in the region;

¢ reinforced Europe-U.S. trade and economic cooperation in specific disciplines

under the auspices of the Transatlantic Economic Partnership;

¢ early achievement of a Free Trade Area of the Americas by 2003; and

¢ continued strengthening and reform of the IMF, World Bank Group, the United

Nations and other international financial and multilateral institutions.

U.S. CONGRESSIONAL OBJECTIVES

Finally, the U.S. Congress should focus anew its attention on several key prior-
ities in 2000 and beyond:
1. %shtpblishment of “permanent “normal trade relations” (PNTR) status with
ina;
Fundamental reform of U.S. trade sanctions policy, including application of
cost-benefit tests and other reforms to U.S. economic sanctions;
Completion of action on Africa/CBI trade legislation;
Renewal of fast-track trade negotiating authority;
Application of “trade and commercial impact” analysis requirements to pro-
Sosed international agreements on environmental and labor issues;
versight of International Monetary Fund reform efforts;
Provision of appropriate resources to U.S. trade development programs;
Removal of counterproductive or anachronistic export controls;
. Repeal of the anachronistic “Jackson-Vanik” provisions of the 1974 Trade Act;
10. Long-term renewal of the Generalized System of Preferences;
11. Renewed em;il,msis and support for “function 150” and other programs that
are critical to U.S. international diplomacy;
12. Fulfillment of all U.S. obligations to the United Nations; and
13. Elimination of double taxation of income earned by U.S. workers abroad.
That concludes my testimony. I will be happy to try to answer any questions you
may have.

PENG Mpw D

PREPARED STATEMENT OF HON. ORRIN G. HATCH

Mr. Chairman, thank you for bringing together this panel, one of several that the
Committee will sponsor to examine the direction and implementation of US trade
policy in the next year.

HOW TO PROCEED AFTER SEATTLE

My good friend Tom Donohue of the U.S. Chamber of Commerce got it just about
right in his statement. He noted that our mission after Seattle remains that same
as it was before. However, 1 would add that it will be more difficult to accomplish.

I am not trying to “worst-case’ trade policy. I am saying that the old GATT rule
for operation-by-consensus is no longer something we can rely on. The new WTO
members want a voice. Happily, they also want results. Asia, for example, has
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gained too much from trade to tolerate a stalemate. In fact, the so-called “Tigers”
of Asia and other Asian nations have moved ahead on their own, in spite of Seattle,
creating new trade oge i through Asian Pacific Economic Commission (APEC)
and the Association of Southeast Asian Nations (ASEAN), aloniwith other nations,
such as the rapidly emerging Philippines under the very enhE tened leadership of
President Estrada, some are even considering an East Asian Economic Community.
In this climate, globalization will continue, as my friend Tom Donohue also said.
But it is not going to comport with the traditionzl 1j.S. image. We already see that
happening. Also, we are hamstrung in a sense by being denied a Fast Track policy
that ought to allow us to be simultaneously negotiatinisin as many fora as may be
necessary: APEC, WTO, ASEAN, even the new East Asian Economic Community.
There are other steps that we should consider as well; we’re going to need a bi
too! kit to retain US leadership and to keep WTO intact. In my judgment, we shoulﬁ
take the following additional steps:
¢ Expand the benefits under the Trade Adjustment Assistance Act, to include
moving expenses, for example, I would even add health insurance for a reason-
able period of time during the beneficiary’s job dislocation period.
¢ We need to find a g:ckage of benefits, possibly tax-related, for US corporations
that are certain to be injured from what appears to be the near-certain recission
of our Foreign Sales Corporation rules, which have heen challenged in the WTO
by the European Union.
e And, we need to give serious thought to the formation of an independent US
commission to ensure that products are labeled as to the basic labor standards
established by the International Labor Organization.

WE MUST NOT CONCEDE TO THE ANTI-GLOBALISTS

Seattle aroused many opponents to free trade. There are now two categorical
camps which have been called the “Open Market Forces” and “Anti-Globalists.” On
balance, at Seattle, the Anti-Globalists added a win to their steady campaign
against the WTO. I say this because they succeeded in attaining a t of moral
high ground on environmental and labor issues. As Ambassador Barshefsky has al-
ready seen and said, agricultural negotiations are becoming more intractable. 1
would add that many other negotiations will also become problematic, especially
those dealing with textiles and anti-dumping barriers. The Anti-Globalists have
other victories: they and their allies have been beating back fast track; I believe
they have slowed progress on the Free Trade of the Americas Agreement; we saw
the NGOs actively halt action on the Caribbean Basin Initiative in the House; and
I noted that their compatriots in Japan kept the Japanese Government’s very rea-
sonable Early Voluntary Sectoral Liberalization offer from seeing the light of day
at the APEC Kuala Lumpur a little more than a year ago.

It's not that the Open Market people are without victories. We have seen Ambas-
sador Barshefsky lead the US into the Information Technology Agreement, as well
as the Basic Telecommunications and Financial Services Agreement. But, to con-
tinue that trend, we need a policy strategy, and that is why this hearing, Mr. Chair-
man, is so important.

WHAT CAN WE DO TO KEEP THE WTO VIABLE?

As I said earlier, consensus will be very difficult to build. This means that we will
need real leadership, especially among the major trading nations. But the leader-
ship must be exercised in a way that the other nations, especially the LDCs, have
a role that will give them value from their membership. Whether this leadership
comes in the form of a “WTO-Plus” arrangement, or through some other mechanism,
the LDCs, as voiced by the Seattle “Ministers’ Group of 70 Plus China,” can be de-
pended upon to seek exceptions to WTO compliance.

Mr. Chairman, once more, I am hopeful that these hearings will start us down
the road to finding the right mechanism, and do it in a way that will discourage
a rash of Article 125 WTO withdrawal resolutions from members of Congress.

I thank the chair for its consideration of my remarks, and send to the chair sev-
eral questions which I wish to submit for the record and for written response.

PREPARED STATEMENT OF ALLEN F. JOHNSON

Mr. Chairman and Members of the Committee, I a;;sreciate the op&;ortunity to
testify on the World Trade Organization (WTO). The National Oilseed Processors
Association (NOPA) represents companies that process one or more of five oilseeds:
soybean, sunflower seed, safflower seed, canola, and flaxseed. NOPA member com-
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punies operate 75 plants in 23 states and process more than 1.6 billion bushels of
oilseed annually. The total value of the industry’s seed, meal, and oil production is
about $30 billion, with nearly $10 billion of this being for exports.

The WTO negotiations are the best opportunity for U.S. agriculture to achieve
more open and freer global markets. The United States and other members of the
WTO must move forward if we are to continue to create export opportunities and
growth. We will need to be bold and creative in meeting the challenges we now face.
The U.S. must lead. Our strategy should include bilateral discussions with our trad-
ing partners in developing a common vision of the future.

SEATTLE AND THE WTO AGRICULTURE NEGOTIATIONS

We sincerely appreciate the efforts made by U.S. negotiators in December to
launch the next round of WTO negotiations in Seattle. While we are disappointed
that a new round was not launched in Seattle, we also recognize that the Uruguay
Round Agreement provides for the services and agricultural negotiations to begin
this year. As an active member of the Seattle Round Agricultural Committee
(SRAC), NOPA has encouraged the Administration to continue to aggressively pur-
sue the negotiations in agriculture while making it clear that any final agreement
tn;ﬁt be part of a broad agreement that encompasses all sectors in a single under-

ng.

As soon as possible the next round of multilateral trade negotiations should be
launched. It is critical that the WTO negotiations include, in a comprehensive man-
ner, as many sectors as possible. An inclusive approach is necessary for the agricul-
tural negotiations to achieve the significant reductions in trade barriers described
later in this testimony. If the ultimate agreement were conducted under a sector-
by-sector approach, individual sectors would be negotiated separately from all others
and there would be no opportunity for WI'O members to negotiate with full consid-
eration of their overall trade interests.

TRADE IS THE FUTURE FOR U.S. AGRICULTURE

The simple fact is that the future of U.S. agriculture is outside our borders. 5.8
billion of our customers (96% of the world’s population) are out outside the United
States, compared to only 274 million people in the U.S. In addition, the population
outside our borders will grow much faster than in the U.S. and all of those people,
as their economic environment improves, will eat more. Also, U.S. agriculture con-
tinues to increase its productivity significantly every year, well beyond our domestic
customers’ ability to increase consumption.

The reality is that even the best farm policy can never undo a bad trade environ-
ment. Today, the production from one out of every three acres planted in the U.S.
is exported. When exports are down—as they were last year by about $11 billion
(almost a 20% drop) from just 3 years ago (1996)—agriculture feels the pain. When
the U.S. agricultural balance of trade is down—as it was last year to only $11 bil-
lion, the smallest agricultural trade surplus in 12 years since 1987—it strikes a seri-
ous blow to the overall U.S. balance of trade.

It is worth noting that an increasingly important element in determining the
health of agriculture and agricultural exports is processed foods. In 1998, processed
food products accounted for a higher percentage of U.S. agricultural exports than
primary agricultural commodities. In 1998 consumer food exports accounted for 39%
of all U.S. agricultural exports, while bulk commodities represented 38%. Together,
consumer and intermediate products (which have also undergone some processing)
accounted for 62% of total exports. These figures represent a significant change:
Only 25 years ago, consumer food exports constituted just 10% of the total U.S. agri-
cultural exports pie, while bulk commodities accounted for 76%. Yet, at the same
time processed food products have become the leading source of U.S. agricultural ex-

rts. Tariffs on many of these processed products unfortunately remain among the

ighest in the agricultural sector. :

MUCH IS LEFT TO BE DONE IN THE WTO

No one can question that progress was made in Uruguay Round Agreement on
Agriculture (URAA). A few of the more important steps were:
o Establishment of disciplines and reduction of trade-distorting domestic support;
¢ Disciplines and reductions of export subsidies;
® Tan.é' ;cation and reduction of tariffs; and
o Establishment of sound science as the rule for regulations affecting human,
plant, and animal health.
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However, we all know that more needs to be done. All around the world govern-
ments have attempted to swim upstream against the river of progress by maintain-
ing barriers and continuing their trade-distorting practices.

Average bound agricultural tariffs for all W I‘g members at the end of implemen-
tation will be around 60 %, with some as high as 300%, while the U.S. agricultural
tariffs are less than 10%. This is in comparison to average non-agricultural tariffs
worldwide of about 4%. Final bound EU and Ja;i:mese agricultural subsidies are 3.5
times ($70 billion) and 2 times ($38 billion) higher than the U.S. limit of less than
$20 billion. The EU is also spending over $7 billion in export subsidies, 57 times
as much as the United States (about $122 million). In addition, in many areas we
continue to see countries drag their feet in implementing their WTO obligations,
t1').articularly in the use of non-tariff trade barriers, such as regulatory approval prac-

ices.

While some of the issues can and should be part of bilateral discussions, the only
avenue to address these issues in a meaningful comprehensive way will be in a
broad WTO round of negotiations.

FAIR TRADE IS IN THE WORLD’S INTEREST

The American farmer, agribusiness, and food companies are the most efficient in
the world. The average %erson in the U.S. spends 10.9% of his income on food, the
lowest in the world. At the same time we are feeding America, 256% of U.S. agricul-
tural production is exported to others in the world.

The benefit to the U.S. of having 89% of its income available for other economic
activity is immense. Lower food costs make available tiine and resources to other
economic, social and cultural activities and have allowed for the U.S. to make the
great technological and economic advances we enjoy today.

However, other countries, by protecting their agricultural industries, are allowing
the opposite to occur. They not only cheat their consumers out of the benefits we
enjoy in lower food costs, but they are also limiting their ability to use their re-
sources more productively. In effect, they are limiting their citizens’ ability to im-
prove their quality of life and the opportunity to benefit from and contribute to a
growing global economy. in the process they limit even their best producers’ and ag-
ribusinesses’ ability to respond to customer demands and to make the adjustments
necessary to survive in this competitive world long-term.

STEPS TOWARD PROGRESS IN TRADE -

As the leader of the free world the U.S. must lead. The world looks to the U.S.
to provide leadership. While the current political environment does not bode well
for granting the President Fast Track Authority for negotiation of a comprehensive
WI‘E; Round, those steps must be taken as soon as possible. In the mean time, we
should be laying the ground work both in the U.S. and with our trading partners.
This includes education. U.S. citizens and others around the world must recognize
the benefits of trade and must be given the opportunity to benefit from the its
of more open markets. Of course, that means both buying the products and being
able to sell them. One-sided trade is not in anyone’s interest and is ultimately not
sustainable. .

Another area of opportunity is sanctions reform. Food and medicine should not
be used as weapons. Over the last few years we have begun to see a growing aware-
ness of this fact. Opening markets to food provides a “beach head” for democracy
and freedom to follow where it does not exist and supports it where it does exist.

CHINA’S ACCESSION INTO THE WTO

China’s Accession into the WTO must move forward as quickly alfmpossible. This
includes the U.S. granting Permanent Normal Trade Relations (PNTR). With the
U.S./China agreement for China’s Accession into the WTO, the U.S. has made sig-
nificant strides in opening the Chinese market to U.S. agricultural products while
bringing them under the international disciplines that exist in the WT'O. We appre-
ciate the Administration’s efforts in both the negotiations and now in working with
Congress. Any delay in moving forward with this atgenda for China will have serious
negative consequences to the U.S. agriculture and food indust%.
hina is the largest growth market for oilseed products. China is currently an
$847 million market for the oilseed industry and we expect it to exceed $1 billion
annually in a short period of time. The Accession agreement provides for
greater market access in the form of stable import duties, growing TRQs with even-
tual elimination, and guaranteed private sector share of trade starting at 50% and
wing to 100% by 2006. All of this under the rules and disciplines of the WTO.
e importance of this agreement and this market can not be overstated.
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OBJECTIVES FOR THE WTO NEGOTIATIONS

For the U.S. oilseeds and oilseed products industry, the WTO negotiations are the
only avenue to achieve our trade policy objectives. We have advanced the concept
of the Level Playing Field for Oilseeds and Oilseed Products (LPF) domestically and
internationally, which would create greater market access and eliminate export dis-
tortions. NOPA’s obfectives cover the broad range of the Uruguay Round Agreement
on Agriculture -including market access, export subsidies, and (f:)mestic support, as
well as areas outside the Agreement such as state trading enterprises and differen-
tial export taxes, Our general obf'ective is the global elimination of all trade-dis-
torting practices in oilseeds and oilseed products.

Our specific objectives are:

¢ The largest possible reductions in individual oilseed and oilseed-product tariffs

with eventual elimination of all tariffs on oilseeds and oilseed P ucts;

. Hrix&mgtnéization at the lowest possible level of all tariffs on oilseeds and oilseed

ucts,

» Elimination of export subsidies;

¢ Elimination of differential export taxes and other trade-distorting measures;

an
e Disciplines on export credits and export financing.
We believe that the reduction of barriers to trade in oilseeds and oilseed products
and all agricultural products is the only way to expand the markets for our highly
productive agricultural industry.

INTERNATIONAL ASSOCIATION OF SEED CRUSHERS (IASC)

NOPA has been working with the IASC for many years in pursuing the LPF. Five
members of the IASC—NOPA, the European Oilseed Crushers Association
(FEDIOL), Associacao Brasilerira das Industrias de Oleos Vegetais (ABIOVE),
Camara de la Industria Aceitera de la Republica Argentina (C ), and the Cana-
dian Oilseed Processors Association (COPA)—have signed a Joint Declaration to
pursue liberalizing trade in oilseeds and oilseed products during the WTO negotia-
tions. The five organizations have established a unified set of objectives to pursue
with our respective governments in preparation for the upcoming WTO negotiations.
Our goa!l is to form an exporting coalition with a unified message that the major
exporting countries should take significant steps to level the playing field and that
our respective negotiators should work aggressively together to open up import mar-
kets in order to gain access to consumers. It is vital that we reach a agree-
ment that provides for all countries to eliminate import tariffs and other trade bar-
riers for oilseeds and oilseed products.

BIOTECHNOLOGY REGULATION

More than 50% of U.S. soybean acreage was planted with genetically modified va-
rieties in 1999, up from 30% in 1998 and 13% in 1997. The U.S. oilseeds industry
has been quick to adopt biotechnology because of the benefits it brings for pro-
ducers, consumers, and the environment.

One of the reasons the United States is the world leader in the development and
commercialization of agricultural biotechnologly" products is that we have an effective
and efficient regulatory system that enjoys the trust of consumers. Unfortunately,
this is not the case in many other countries of the world.

For example, the regulatory approval process in the EU is slow and unpredictable.
The problem from our perspective is that political considerations have been allowed
to overwhelm sound science in the decision-making process. The result is that new
genetically modified varieties cannot be marketed in the United States without seri-
ously threatening exports to our top market.

NOPA has encouraged the Administration to make resolution of these problems
one of its highest priorities. If the EU approval system does not function in an effi-
cient, timely, and transparent manner, trade problems will be unavoidable. The s¥s-
tem should operate in such a manner that if there are serious, scientifically valid
concerns about the safety of a new genetically modified crop variety, those concerns
can be addressed before the product is approved.

AGREEMENT ON THE APPLICATION OF SANITARY AND PHYTOSANITARY MEASURES (SPS)

The SPS Agreement should not be re-opened. The U.S. oilseeds and oilseed prod-
ucts industry opposes any efforts to allow for the consideration of non-scientific fac-
tors in establisgmg SPS measures. The commitment to sound science embodied in
the SPS Agreement must be maintained. We also must not allow the SPS Agree-
ment to be undermined by other international agreements, such as the U.S. Bio-
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safety Protocol, or negotiations in the WTO on Trade and Environment. This is not
only in our industry’s interest, it is in the consumer’s interest as well.

In the short time since its adoption, the SPS Agreement has already been the sub-
ject of several politically charged dispute-settlement cases. Many more issues con-
cerning questionable SPS issues have gone unresolved because the parties have not
wanted to invest the time and resources necessary to pursue formal dispute settle-
ment. A more informal process is needed for addressing technical issues, measures
affecting products in which trade is not substantial, or any other situation in which
formal dispute settlement is not warranted. Article 12.2 of the SPS Agreement pro-
vides for such a process. It allows the WT'O SPS Committee to serve as an informal
facilitator of disputes between parties over the interpretation and implementation
of the SPS Agreement. During the Triennial Review of the SPS Agreement in 1998,
the United States proposed developing procedures to make the provisions of Article
12.2. operative. We fully support this eftort.

¢ WTO rules should not be preempted by the U.N. Biosafety Protocol or any other

international agreement.

¢ The U.S. should take the lead to encouraﬁe other WTO members to comply with

the objective of the SPS Agreement to harmonize sanitary and phytosanitary
measures. This includes greater use of the informal consultation provision in
Article 12.2 of the SPS Agreement to resolve disagreements that do not warrant
formal dispute settlement.

WTO DISPUTE SETTLEMENT

The implementation requirements of a WTO dispute-settlement panel decision
should be addressed. Negntiators should seek to better define the gray areas of this
- critical component of the rules on multilateral trading. Several possible changes
may alllow or the process to be shorter, so decisions can be implemented more
promptly.

WTO SAFEGUARDS AGREEMENT

The rights of affected members to retaliate should be restored so that safeguard
actions are not taken casually. The Uruguay Round changed the Safeguards Agree-
ment with the effect of making it easier for countries to impose import barriers by
restricting the right of affected members to retaliate before 3 years. As the world’s
largest exporter of agricultural and food products, the U.S. is the most vulnerable
to the misuse of safeguards agreements.

WTO ANTIDUMPING RULES

The U.S. should address WTO antidumping rules in the next round of WTO nego-
tiations. The methodology used to determine whether dumping has occurred does
not accurately reflect the dynamic nature of global agricultural markets.

SEATTLE ROUND AGRICULTURAL COMMITTEE (SRAC)

In preparation for the WTO Ministerial meeting in Seattle, the Seattle Round Ag-
ricultural Committee (SRAC) was organized to serve as a vehicle for exchangin
points of view on the negotiations, both within the agricultural community and wit!
government, and when appropriate, to develop common policy positions. Members
of the SRAC include the varied agricultural and food organizations and companies
that will be affected by the outcome of the negotiations.

On April 6, 1999, 59 agricultural organizations sent a letter to President Clinton
expressm% support of a comprehensive round of multilateral trade negotiations that
include al s and service, continue to reform agricultural and food trade policy,
promote global food security through open trade, and increase trade liberalization
in ixfric ture and food. The SRAC recommended three process objectives that
should be included in the negotiations:

® }(llonclus)ion with a single undertaking that encompasses all sectors (i.e., no early

arvest).

o Adoption of the Uruguay Round framework for the agricultural negotiations to

ensurﬁ)that there are no product or policy exceptions (i.e., no request/offer ap-
roach).

¢ Establishment of a three-year goal for the conclusion of the negotiations by De-

cember 2002,

On May 11, 1999, the SRAC sent a policy statement to President Clinton out-
lining 14 objectives that should be included in the negotiations. The SRAC 1999
WTO Policy Statement was approved by 69 agricultural organizations and compa-
nies.
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On May 25, 1999, the SRAC submitted its policy statement to be included as part
of tAhe ri“lrrlftten record in response to the Federal Register (FR Doc. 99-9288) printed
on Ap . '

On July 12, 1999, the SRAC sent a letter to President Clinton outlining concerns
that the Administration supports early and on-going results, or early harvest, in the
upcoming WTO negotiations. The SRAC believes such an approach would be ex-
tremely harmful to American agriculture if adopted as the format for the WTO
trade discussions. The SRAC supports a single undertaking format for the negotia-
tions wherein all negotiations conclude simultaneously.

Since last April, the SRAC has grown to over 107 agricultural organizations. The
SRAC Policy Committee has met with Congressional committee staff, and Adminis-
tration officials from the Department of Airiculture Office of the U.S. Trade Rep-
resentative, and State Department. Issues discussed have included, the SRAC Policy
Statement, single undertaking, biotechnology, dispute settlement and the Adminis-
tration’s oi:jectlves for the Seattle Ministerial. In addition, the SRAC sponsored a
series of very successful activities in Seattle including daily press conferences, brief-
i for Members of Congress, bilateral discussions with similar organizations in
other countries, and a program of trade discussions on “Agriculture Day” concluding
with a reception for the world agricultural trade community.

Since Seattle the SRAC has had several meetings with USDA and USTR to dis-
cuss how we should proceed in the WTO Agriculture negotiations. On January 24,
2000, the SRAC sent a letter to the Administration. This letter is attached to my
testimony. In summary the letter thanked the negotiators again for their efforts, ex-
pressed our strong view that the WTO agricultural negotiations move forward as

art of the built in agenda, reaffirmed our support for the SRAC Policy Statement,
including the need for a comprehensive round, and commented on issues related to
biotechnology.

AMERICAN OILSEED COALITION (AOC)

The American Oilseed Coalition (AOC), which includes the American Soybean As-
sociation, the National Cottonseed Products Association, the National Sunflower As-
scciation, the U.S. Canola Association, and NOPA, strongly supports the global lib-
eralization of trade in oilseeds and oilseed products.

The AOC submitted written comments on the 1999 WTO negotiations (U.S. ITC
Investigation No. 332-296) in December 1998. Those comments are available to the
Committee for your consideration.

U.S.-EU RELATIONSHIP

To further advance freer and more open global trade in agricultural products be-
yond the Uruguay Round Agreement on Aériculture will require the cooperation of
our major trading partners, especially the EU The EU is the primary user of export
subsidies in today’s global market and, therefore, is likely to oppose the immediate
elimination of export subsidies. However, there are other common areas of interest
to the U.S. and EU, including:

o Improving WTO disciplines through changes in Article 12 of the Uruguay
Round Agreement on xg'riculture to impose penalties on exporting countries if
they prohibit or restrict exports. This would provide more protection to food-im-
porting develwi{‘ms countries;

+ Establishing rules for developing countries to graduate to full WTO obli-
gations using objective economic indicators such as per capita GDP; and

» Establishing effective disciplines on the trade-distorting practices of state trad-
ing enterprises and making their operations transparent.

Another key area of potential common interest to the U.S. and the EU is domestic
support. The Uruguay Round Agreement on Agriculture required reductions in cou-
pled support, support tied to production; established the “blue box” of policies not
subject to reduction, including former U.S. deficiency payments and EU compen-
satory Ya ents to producers of grains and oilseeds; and established “green box”
(decoug ed from production) programs exempt from reduction if they met certain cri-
teria that made them non-trade distorting.

We would encourage all countries to move toward green box policies. We believe
that it is very important to refine green box criteria for decoupled support in a way
that they are practical for public policy. Green box criteria will permit countries to
pursue “multi-functionality.” This is the concept that domestic programs have more
objectives than supporting farm income. NOPA supports the concept that domestic
farm policies can have a number of objectives as long as they do not distort produc-
tion and trade. Additional disciplines on blue box policies would help transition
countries toward fully decoupled policies. The point is that it is difficult for coun-
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tries to make immediate direct change from coupled to decoupled policies and they
may need a transition period for this transformation. The EU’s movement toward
adoption of Agenda 2000 and revised payments for grains and oilseeds, which while
not fully decoupled and, therefore, subject to WTO reductions, is a movement in that
direction. It is in the interest of the U.S. and our industry to encourage movement
toward decoupled policies, and we should support language in the WTO that permits
that transition.

The U.S.-EU trading relationship is of vital economic importance to both. In agri-
cultural trade, there have been disputes. The latest disputes are bananas and bo-
vine growth hormones. We believe that these disputes spotlight how disruptive such
issues can become when WTO panel decisions have not been respected. Ongoing dis-
putes such as these block progress on other trade issues and make it difficult for
the U.S. and EU to work cooperatively to advance global trade liberalization. There
are real opportunities for the U.S. and the EU to work together to make sure that
the next WTO negotiations are successful in expanding global markets for oilseeds,
oilseed products, and other agricultural products.

CONCLUSION

As the world looks to our country for leadership in moving forward in inter-
national trade, the United Stetes has a tremendous opportunity to influence the
agenda for the next round of WTO negotiations. As the largest, most dynamic econ-
omy in the world, the U.S. also has the most to gain from the next round. Further
trade liberalization is needed to open new market opportunities for the ever-increas-
ing output of U.S. agriculture. The U.S. must set an ambitious agenda for the nego-
tiations and use its global leadership role to aggressively pursue a comprehensive
trade liberalization package. We must also be creative in approaching the challenges
and opportunities that face us today and into the future.

The ability of U.S. agriculture to gain and maintain a share of global markets de-
pends on many factors, including obtaining strong trade agreements that are prop-
erly enforced, enhancing the Administration’s ability to negotiate increased market
access for U.S. agriculture, and changing the WTO dispute-settlement process to en-
sure timely resolution of disputes.

Mr. Chairman, that concludes my remarks. Thank you for holding this hearing.
I would be pleased to answer any questions.
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BunDING BRIDGES FOR
AGRICWIURAL TRADE

January 24, 2000

The Honorable Charlene Barshelsky
United States Trade Representative
Winder Building

600 17" Street, N.W.

Washington, D.C. 20508

Dear Ambassador Barshelsky:

The Seattle Round Agricultural Committee (SRAC) members appreciate the
efforts made by U.S. negotiators fast month to launch the next round of WTO
negotiations in Seattle. We recognize that there were many issues that resulted
in the negotiations failing to conclude with a Ministerial Declaration to begin the
round. The SRAC remains committed to the SRAC 1999 WTO Policy Stalemant
shared with you last April. Achieving the objectives outlined in this statement is
essential to promoting world trade liberalization in agriculture and food, and
expanding opportunities for U.S. producers, processors and agribusiness.

While we are disappointed that a new round was not launched in Seattio, we
also recognize that the Uruguay Round Agreement provides for the services
and agriculture negotiations to begin this year. We encourage the
Administration to continue to aggressively pursue the negotiations in agriculture
while making it clear that any final agreement will be part of a broad agreement
thal encompasses all sectors in a single undertaking. A comprehensive
agreement is essential if there is to be meaningful further fiberalizalion in
agriculture.

Even though no commitments were made by any pady in Seattle, SRAC
believes it is limely lo identify some issuaes discussed in Seattie and that
appeared In the last draft “Text on Agricuiture® thal are either in conflict with the
SRAC's policy objectives or require clarification.

First, we encourage that the phrase offered by the U.S. to the WTO on May 20,
1999 be included in any framework discussions related to agricuiture:

Within the overall (Uruguay Round) framework, additional modalties
should be established in the three principal areas —~ export competition,
marke! access and domestic support.

This is crtical if we are to avoid needless, ime-consuming discussions
regarding the framework of the negotiations; this discussion took over six years
during the Uruguay Round to conclude.
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Second, the SRAC is concemed that the term *with no a priori exclusions”
conflicts with the SRAGC policies related to *no product or policy exceptions" and
could lead to a misperception that exclusions will be allowed at some poirt
during the negotiations. [f included, it would distract from the intent of the
negotiations, threaten the framework in all policy areas and call into question
the meaning of "comprehensive.*

Third, the export subsidy language raises several concems, particularly the
terms “substantiat reductions of export subsidies™ and “in the direction of
progressive elimination.” While the inclusion of the term “el'mination" is
constructive, the SRAC firmly supports the elimination of export subsidies and it
is not clear that this language would ensure elimination.

Fourth, language should be included to reference the SRAC’s objectives of
transitioning countries to provide an increasing portion of total domestic suppont
for agriculture in a decoupled form.

Fifth, several issues were raised under Non-trade concems, particularly
references to "food safety.” Food safety issues should be addressed within the
existing Uruguay Round Agreement of the Application of Sanitary and
Phytosanitary Measures. In addition, the language should be clear that any
non-trade concems must be addressed through “targeted, transparent and non-
trade distorting measures.”

Finally, we have several concems about the special and differential treatment
language and the extent to which such treatment would be granted. The draft
language listed several areas where speclal and differential treatment may be
offered, including rules and disciplines.” The SRAC would be opposed to lhe
U.S. accepling such a provision in the negotiations, especiaily as it may be
interpreted to apply to any provision related lo dispute settlement.

The SRAC also places a high priority on finding a solution to trade problems
related to biotechnology. While this Issue was not deak with in the draft Seattle
agriculture text, it was the subject of separate negotiations. We are interested in
the status of those negotiations and the next steps the Administration intends to
take. It is essential that we eslablish a forum under WTO auspices to deal with
biotech trade issues. in this context, we are following with some anxioty
preparations for the Biosafety Protocol meeting in Montreal later this month. We
urge you to reject any agreement that would in any way supercede or
undemine WTO rules on trade in biotech products.
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Other issues that were not specifically mentioned in the drafil agriculture text but
we understand were discussed in Seattle include disciplines on state trading
entorprises and reform of the dispute settlement system. Again, the SRAC
continues to support our policy statement in these areas and strongly
encourages the Administration to pursue theso issues aggressively as the
negotlations move forward.

Again, we appreciate the dedication of the U.S. negotiating team for agriculture
and the time and effort it committed to the negotiations in Seattle. We ook
{:,%ard 1o continuing to work with you in accomplishing our mutual goals in the

Sincerely,

Ag Processing Inc Gold Kist, Inc.

Agricultural Retailers Associstion Grocery Manufactucers of America

Alabama Farmers Federation IHill's Pet Nutrition

American Cotton Shippers Association Waho Barley Coaunission

Arerican Crop Protection Association Idaho Grain Producers Association

American Farm Bureau Federation Kaho State Department of Agriculture

American Feed Industry Associalion Inde t Community Bankers

American Frozea Food Institute . of America

American Mcat Institute International Dairy Foods Association

American Peanut Coalition Kraft Foods

American Peanut Product Manufacturers, loc. Land O’Lakes

Ametican Polalo Trade Alliance Louis Dreyfus Corporation

American Seed Trade Industry Monsanto Company

American Soybcan Association National Association of Animal Breeders

American Sugar Alliance National Association of Statc

American Vintners Association Departments of Agriculture

Animal Health Institute National Association of Wheat Growers

Archer Daniels Midland Company Nalional Barley Growers Association

Biotechnology Industry Organization National Cattlemen's Beef Association

Bryaat Christie Inc. National Chickea Council

Bunge Corporation National Confectioners Association

CF Industries, Inc. of tbe United Stakcs

galifoimla Table l..(Gﬂbdpe Commission galwn m:; gom Glrm;gs Assocci:;x::n:!
argill, Incorpo ati ouncil of Farmer tives

Casx Harvest States National Cotton Council of America

Chicago Board of Trade National Food Processors Association

Chocolate Manufaclurers Association Nationa! Grain and Heed Association

Caoalition for a Compctitive Food and National Grain Sorghum Producers Association

cicultural System National Grain Trade Council

Con Inc. National Grange

ContiGroup Companies, Inc. National Milk Producers Federation

Com Refiners Association National Oilseed Processors Association

Distilled Spirits Council of the United Stales National Pork Producers Counci!

Far West Spearmint National Renderers Association

Farmland Industrics, Inc. National Sunflower Association

Florida Phosphate Council Natiooal Turkey Federation

Pood Distributors Intemational Association North American Export Grain Association

64-14600- 4
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North American Millers® Association

North Dakota Barley Council

Northwest Dairy Association

Northwest Horticultural Couacil

Pacific Nocthwest Grain and Feed

Pet Food Institute

Pioneer Hi-Bred Intemational, Inc.

Publicis

Ralston Purina Company

Soack Food Association

Sunkist Growers

Sweetener Uscrs Association

The 1AMS Company

Transportation, Elevator, & Grain
Merchants Association

USA Poultry & Egg Export Council

USA Rice Federation

U.S. Apple Association

Attachment

02M095.5 1/24)00

Consumer Services
Washington Association of Wheat Growers
Washington Baﬁcﬁconunission
Washington State Potato Commission
Western U.S. Agricultural Trade Association
Wheat Export Trade Education Committec
World Perspectives Inc.
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BUIDING BRIDGES FOR
AGRICULTURAL TRADE

SEATTLE ROUND AGRICULTURAL COMMITTEE (SRAC)
1999 WTO POLICY STATEMENT

The U.S. agricultural and food sector supports the faunching of a comprehensive
round of multilateral trade negotiations that includes all goods and services,
continues to reform agricukural and food trade policy, promotes global food security
through open trade, and increases trade liberalization in agricutture and food. Policy
and process objectives should include:

Conclusion with a single undertaking that enconpasses all sectors (l.e., no eary
harvest).

Adoption of the Uruguay Round Iramework for the 1899 agricultural negotiations
to ensure thal there are no product or policy exceptions.

Establishment ol a three-year goal for the conclusion of the negotiations (by
December 2002).

Efimination of export subsidies and lightening of rules for circumvention of export
subsidies.

Efimination of nontariff bamiers to trade.

Transitioning countries to provide an increasing portion of total domestic support
for agriculture in a decoupled form, as the United States has already dono under
the FAIR Act.

Commerclally meaningful reduction or ekimination of tarifis (bound and applied)
and mutual elimination of restrictive tarilf barriers on an accelerated basis. In
addition, the adminisiration of tariff-rate quotas (TRQs) must be improved.
Elimination of State Trading Enterprises (STEs) or the adoption of disciplines that
ensure operational transparency, the end of discriminalary pricing practices, and
competitior for STEs.

Maintalning sound science and risk assessmenl as the foundation of sanitary and
phytosanitary measures.

Ensuring market access for products of biotechnology, with the regulation of these
products based solely on sound science.

Accelerating resolution of frade disputes and prompt enforcement of panel
decisions.

Providing food security for importing nations by avoiding sanctions on food
exports combined with a WTO commitment not to restrict or prohibit the export of
agricultural products.

Addressing labor and environment issues in a manner that facilitates rather than
restricts trade.

Establishing WTO rutes for developing countries to graduate to full WTO
obligations using objective economic criteria.

PREPARED STATEMENT OF MARK VAN PUTTEN

Good afternoon. I thank the Committee for the oﬁportunity to appear here today.

I am Mark Van Putten, President and CEO of t

e National Wildlife Federation,

the nation’s largest conservation education and advocacy organization.

For nearly ten years, we have been involved in the development of U. S. trade
policy. Qur members are America’s mainstream and main street conservation advo-
cates who share a commitment to United States leadership in building a global
economy that protects the environment while raising living standards for all people
throughout the world.

I was in Seattle for the World Trade Organization Ministerial meeting with our
National Wildlife Federation team and our colleagues from the public interest com-
munity. We were intensely involved in dialogue with trade officials, members of this
Cemmittee, and all the participants. In response to the Committee’s focus of inquiry
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for this hearing, I would like to outline for you the four key lessons that I believe
emerged from Seattle and the implications of those lessons for future WTO negotia-
tions.

L. NO TURNING BACK

The first lesson is that the old, exclusive and secretive deal making process of
trade negotiations must give way to an inclusive, transparent, and democratic proc-
ess. The negotiating strategies pursued by the United States and its trading part-
ners must reflect this new reality. At the beginning of the twentieth century, Presi-
dent Wilson denounced secret deals, secretly arrived at. It is past time to follow
through with a process that takes fully into account the views of developing as well
as developed countries and of citizens and citizen groups as well as those of industry
and government officials from all countries. The era of international trade negotia-
tions being insulated from public concerns, including respect for the environment,
is over.

I1. TRADE LIBERALIZATION AND ENVIRONMENTAL PROTECTION MUST GO HAND-IN-HAND

In Seattle, we used every constructive means available to improve the WTO, not
to disparage it. We will continue on that course.

Let me be emphatically clear. To the degree that a stereotype is being created in
the public mind that the environmental community wants to “shut down” inter-
national trade, we believe that stereotype is false.

Economic globalization is a fact. It is not a policy option. We want the inter-
national trading system to succeed.

We also want trade to fulfill its true potential. We want trade to deliver on its
promise of improving our quality of life. We want trade to raise living standards,
including respect for conservation values throughout the world.

To achieve this goal my written testimony presents the National Wildlife Federa-
tion’s agenda for environmentally responsible trade. The outlines of that agenda can
be stated simply: :

¢ The WTO should recognize legitimate national and international environmental

standards. In this vein, the United States should assert international leadership
in negotiating and ratifying multilateral environmental agreements, such as the
Inter-American Convention for the Protection and Conservation of Sea Turtles.

e New trade agreements should include environmental assessments.

o Individuals and nations should be able to take into account the environmental

effects of how imports are produced.

e The WTO should adopt modern standards of openness.

III. GLOBAL CONSENSUS

Seattle’s next lesson is that as a consensus driven institution, the WT'O must find
the common ground that unites the interests of the developed world with those of
the developing world.

We recognize that liberalized trade abroad can be vital to securing the means for
less developed nations to implement policies for sustainable development and envi-
::ﬁmental protection. But these results are not a given. They do not occur automati-

y.

As representatives of the non-governmental community we share a responsibility
with you as Members of Congress, and with the Administration, and the business
community to reach out to developing countries through capacity-building and other
efforts to achieve common ground that removes their reservations.

IV. AMERICAN BUSINESS’ SELF-INTEREST

The fourth major lesson from Seattle is that it is in the self-interest of American
businesses and traditional trade advocates who remain committed to old approaches
to stop resisting the inclusion of democratic values into the international trade ays-
tem. Progress requires finding common ground, not accentuating differences.

International trade is suffering a crisis of eroding public confidence. In Seattle,
we witnessed this crisis first-hand. Increasingly, average citizens simply do not be-
lieve that the current rules of international trade respect their values, including
their concern for the environment.

To create public confidence, the trade system must respect mainstream values—
including democratic values of openness and respect for legitimate environmental
concerns.
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It is in the interest of everyone who wants trade to succeed to establish public
confidence in the institutions and policies governing trade. We look to you as Mem-
bers of Congress to help provide the leadership in this effort.

In this effort, the National Wildlife Federation is engaged and committed to ad-
vancing the cause of conservation in the global economy. I can summarize by saying
that we need to recognize for the new international economy what we began to rec-
ognize about our own national economy as the 20th century opened—that trade is
not an end in itself. It is a tool to achieve human aspirations, to improve standards
of living and to enhance the quality of life. Our environment, our wild places and
wild things are part of humanity’s quality of life.

Thank you.

INTERNATIONAL

WILDLIFE
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PREPARED STATEMENT OF RICHARD L. TRUMKA

Mr. Chairman, members of the Committee, I thank you for the opportunity to ap-
pear here today on behalf of the AFLCIO and our thirteen million members,

It is crucially important that we all understand and appreciate what happened
in Seattle, and that we learn the ﬁ%ht lessons from the breakdown in negotiations,
from the tens of thousands of people in the streets, and from the realities of the
current global economy.

We all have a tendency to view these events through our own lens. Many of those
who have fiven testimony here today have stressed the upside of the global econ-
omy—rapidly growing trade and investment flows, a booming stock market, and job
creation here in the United States.

But I speak to you today on behalf of working families—here in the United States
and also across the world. And working families have experienced a different side
of the global economy.

From our side of the bargaining table, it appears that the current rules of the
global economy have been used to tilt the odds in favor of corporations at the ex-
R%nse of workers, family farmers, the environment, and sometimes small businesses.

ese rules have freed up corporations to move production around the globe in
search of the most vulnerable and disenfranchised workers and the most lax regula-
tion. These rules have pressured governments to cut social spending, to weaken
labor laws, and to export their way out of every corner.

We don't experience the global economy described by the so-called free traders—
an economy that evenly spreads wealth and opportunity, and that brings prosperity,
which in turn improves rights.

We live in a global economy where income inequality is at an all-time high, and
Erowing—both between and within countries. We live in a global economy ravaged
y financial crises and speculative booms and busts, where workers pay the high
price of adjustment and speculators are bailed out. We live in a global economy
where the largest companies in the world, headed by some of the richest people in
the world, sell over-priced goods to relatively wealthy consumers, pay their workers
too little to buy a quart of milk or a pound of beans for their family, put factories
in countries where organizing an independent labor union can be a death sentence,
and spend millions of dollars a year fending off union organizing drives.

But at the end of the day, we are all living in the same global economy. Rosy pre-
dictions and corporate cheerleading cannot change this face of the global economy.
That is our job—yours as members of Co s, mine as Secretary-Treasurer of the
AFLCIO—to insist that governments craft rules for this global economy that will
deliver better cutcomes—to workers, as well as employers, and to small, poor coun-
tries, as well as to big, rich ones.

The lesson of Seattle that we all must learn is that there can be no going back.
The American people and the U.S. Congress have rejected new trade agreements
that simply replicate the old ones. The member countries of the WTO have called
for a time-out on further trade talks until we have a better common understanding
of the impact of past trade and financial liberalization on income inequality, on de-
velopment, and on global financial markets. Many diverse voices in Seattle called
for institutional reforms to ensure that the WTO operate with more democratic ac-
countability and transparency.

The AFLCIO believes that the WTO must carry out the following reforms if it is
to survive as a legitimate and politically viable institution:

e Incorporate enforceable rules on core workers’ rights (including the freedom of
association, the right to bargain collectively, and prohibitions on child labor,
forced labor and discrimination in employment).

o Establish accession criteria requiring that new WTO members are in compli-
ance with core workers’ rights.

s Overhaul existing rules to strengthen national safeguard protections in the case
of gi‘xﬁpoﬂ; surges and ensure that trade rules do not override legitimate domestic
regulations.

¢ Develop stricter rules against the mandatory transfer of technology, production,
and production techniques.

. lI;]nsure that WTO rules do not create pressure on governments to privatize pub-

¢ services.

¢ Carry out institutional reforms, enhancing transparency, accountability and ac-
cess, so that citizens can understand the basis for WT'O decisions, as well as
mvide meaningful input to this process.

vide more technical and legal support to developing countries so their par-
ticipation in negotiations is not hampered by lack of resources or technical ex-
pertige.
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It is also essential that the U.S. government enforce its existing trade laws effec-
tively and consistently. I am particularly frustrated with the Administration’s pro-
longed inaction on the steel wire rod Section 201 case. A decision was due from the
Administration on September 27—now more than four months ago. In the mean-
time, imports are continuing to grow, and thousands of steelworkers’ jobs have been

ut at risk. The steelworkers p aye(i by the rules, and they have waited patiently

or a decision, but their patience is wearing thin. T}ley deserve a timely decision and
appropriate action.

f we do not do better in the future—if the global system continues to generate
growing inequality, environmental destruction and a race to the bottom for working
people—then I can assure you, it will generate broad opposition that will make Se-
attle look tame.

All of us need to think anew. Leaders of the global institutions face a legitimacy
crisis that cannot be solved by better public relations and more educational cam-

" paigns. Their institutions will become more accountable, or more irrelevant.

Developing nations face a growing inequality of income and hope. They should not
be forced into one economic strait-jacket. For they will either find ways to empower
workers and Frotect the environment, or face growingepopular resistance.

Heads of global corporations and banks must not be misled by their own rhetoric.
They will be held accountable for how they do business—by consumers, by workers,
by governments. Leaders of the corporate community must join the effort to estab-
lish enforceable laws that put limits on cut-throat competition. It is in the interest
of multinational corporations and the governments that regulate them to have rules
that are agreed upon by all.

Labor leaders across the world also must change to meet the new challenges. At
the AFLCIO, we know that we have to deepen our own growing internationalism,
and develop new sophistication in bargaining and organizing across national lines.

We also recognize that we must join our voices with those in developing countries
calling for high-road development strategies. We must work to ensure that devel-
oping countries are no longer crippled by crushing debt burdens, and that they have
the resources they need to engafe in trade negotiations on an equal footing, as well
a:d the technical support to implement and enforce labor and environmental stand-
ards.

Seattle marked a crossroads. Now, joined by millions of others across the world,
we pledge not to rest, but to continue to press for core workers’ rights that are the
basis of economic freedom and equitable development.

It is important for you in Congress to recognize that these views are shared by
a broad and growing majority—both in the United States, where voters overwhelm-
ingly believe that workers’ rights and environmental protections should be enforced
in the global economy, and across the world, by working people whose voices too
often go unheard.

None of the issues I have raised here today are addressed in the bilateral acces-
sion agreement the U.S. government signed with China late last year. The Chinese

overnment’s abysmal record of violating its citizens’ fundamental human rights to
?reedom of speech, religion, and association will be harder, not easier, to challenge
if Congress grants permanent Normal Trade Relations (NTR). The Chinese govern-
ment’s woeful record of violating the terms of trade agreements it has signed will
likely be worsened, not improved, if the United States agrees to grant permanent
NTR. If Congress gives up its right to an annual review of China’s human rights
record and trade compliance, the pressure to reform will be off the Chinese govern-
ment. It is absolutely essential that Congress take a firm and principled position
against permanent b{TR, so that we can begin to build a global economy that lives
up to its potential and to our expectations.

Here, let us all agree on one thing: that business as usual cannot be the order
of the day. This global economy will either be reformed or face ever greater resist-
ance.

I thank you for your attention and I look forward to your questions.

RESPONSES TO QUESTIONS FROM SENATOR BAucus

Question: AFL-CIO President John Sweeney’s recent Washington Post editorial
contained some very useful thoughts. He wrote that, “Leaders of the global institu-
tions face a legitimacy crisis that cannot be solved by better ’Public relations. Their
institutions wx%ll become more accountable, or more irrelevant.” I certainly think that
the WTO needs much more transparency and accountability.

He also wrote, “Global non-governmental organizations raise fundamental con-
cerns. Now it is important for the NGO’s to go from opposing what is, to proposing
what can be.” American workers care about maintaining a level international play-
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ing field. They support core labor standards for working men and women in all
countries. I certainly share those concerns.

What specific things would you like to see occur in U.S. trade policy and U.S.
trade negotiations to level the playing field and increase respect for core labor
standards? What exactly do you want Ambassador Barshefsky to ask for in trade
a‘;g]r&g’ments? What specific changes do you want? And how do we measure the re-
8

Answer: We want to see the U.S. government consistently and effectively demand
the incorporation of enforceable core workers’ riﬁlhts (including the freedom of asso-
ciation, the right to bargain collectively and prohibitions on child labor, forced labor
and discrimination in employment) and environmental protections into the core of
all new trade and investment agreements—multilateral, regional, bilateral and uni-
lateral. This includes the Free Trade Area of the Americas, extension of NAFTA
benefits to the Caribbean and extension of trade preferences to Africa or other re-
gions. We will vigorously oppose any agreements that fall short of this standard.

At the WTO we want to see concrete steps taken to achieve the incorporation of
enforceable rules on core workers' rights. The WTO must also:

o Establish accession criteria requiring that new members are in compliance with

core workers' rights.

¢ Overhaul existing rules to strengthen national safeguard protections in the case

of import surges and ensure that trade rules do not override legitimate domestic
regulations. It is essential that WTO rules not infringe on the ability of national
or state governments to use their purchasing power to protect human and work-

ers’ rights.
e Carry out institutional reforms, enhancing transparency, accountability and ac-
cess, so that citizens can understand the basis for decisions, as well as

provide meaningful input to this process.

We want Ambassador Barshefsky and the U.S. Trade Representative’s office to:

e Incorporate enforceable protections of core workers’ rights in the core of all new
unilateral grants of preference to trading partners.

¢ Only participate in bilateral and regional negotiations with countries that are
willing to engage in a constructive dialogue and agree to negotiate regarding
enforceable core labor standards in the core of trade agreements. The USTR
must pursue these commitments from the very beginning of any negotiations

rocess.

o Raise the priority of core worker. rights at the multilateral level, by ressing
for concrete steps towards incorporating core labor standards at the gV'I‘O.
working group on labor rights would be a smal! step in the right direction.

Specific ¢ es that will help us measure progress on these issues include:

¢ New trade agreements and unilateral grants of preference that measure up to
the standards outlined above.

o A higher level of priority attached to core labor standards in all trade negotia-
tions, and commitments from our negotiating country partners to engage on the
issue.

¢ Consistent, vigorous monitoring and enforcement of trade agreements that are
now in place. This should include strengthening the workers’ rights provisions
in existing U.S. trade laws and enforcing these provisions aggressively and un-
ambiguously.

e Concrete forward progress in the multilateral arena towards building a con-
sensus on core labor standards and trade.

PREPARED STATEMENT OF SUSAN S. WESTIN

Mr. Chairman and Members of the Committee: I am pleased to be here today to
rovide some observations about the World Trade Organization’s ministerial con-
erence in Seattle that took place in December 1999. Specifically, my testimony will

addre: 1) the outcome of the ministerial conference, (2) the factors contributing to
the outcome, and (3) the lessons learned from the meeting.

My observations are based on our past and ongoing work; our review of World
’l‘rag'e Organization and executive branch documents; related literature; discussions
with experts on the World Trade Organization and international trade; and U.S.
government, World Trade Organization, and foreign government officials from 14
countries. In addition, I along with members of my staff attended the Seattle min-
isterial conference.

The ministerial conference, composed of the trade ministers of all the WTO mem-
ber countries, is the highest decision making body in the WTO and is required to
meet at least every 2 years. Ministerial conferences are intended to evaluate current



77

trade agreements and set the agenda for future work with a ministerial declaration
that identifies issues for negotiation and specifies how negotiations should proceed.
The Seattle ministerial conference was to be particularly significant because it
was expected to launch a major new round of negotiations and it was hosted and
chaired by the United States for the first time. The core of the new round was to
be negotiations on agriculture and services (such as telecommunications); these ne-
tiations, referred to as the “built-in agenda,” were already mandated to begin on
anuary 1, 2000. Ministers intended to decide on what other trade issues, if any,
to include in the agenda for a new round. They also expected to review the imple-
mentation of past agreements and to address calls from nongovernmental organiza-
tions and some WTO members to improve the WTO’s openness. In addition, they
were to develop a plan to assist least developed countries in several ways, such as
providing technical assistance to help them meet their trade obligations.

SUMMARY

WTO member countries failed to meet their goal of launching a new round of mul-
tilateral trade negotiations at their biennial ministerial conference last De¢€nber in
Seattle. The conference was suspended without initiating a new round or issuing a
ministerial declaration. No one factor, but a combination of circumstances, led to the
impasse. However, two themes emerged. First, there was lack of agreement on
many issues both among major trading partners and between developed and many
developing countries on the eve of the ministerial conference. Disagreement centered
on the scope of the round and stemmed from the sensitivity and complexity of the
issues being addressed. Second, the Seattle negotiation process had inherent dif-
ficulties. For example, the document used as the basis for negotiations was a poor
starting point for reaching consensus. It was a lengthy amalgamation of countries’
divergent positions rather than a text reflecting members' common objectives. In ad-
dition, the negotiating process was hamﬁxﬁ'ed by the newness of the WTO leadership
team. Further, the process was made difficult by the challenge of accommodating
the needs and interests of a large and increasingly diverse WT'O membership.

Several lessons can be learned:

o Efforts to a launch a new round may have been premature.

¢ Ministerial conferences are more likely to succeed if they address only a bandful

of politically difficult decisions, having reached consensus on most issues in ad-
vance.

e The WTO needs to find w?lys to address the institutional challenges posed by

increases in the number and diversity of its members.

s Holding high &mﬁle WTO meeti in countries that are major trading part-

ners, such as the United States and the EU, may present difficulties.

BACKGROUND

The World Trade Organization (WTQO) was established on January 1, 1995, as a
result of the Urufgruay Round of international trade negotiations. The WTO provides
the institutional framework for the multilateral tradi.ni;s_éstem. It administers rules
for international trade, provides a mechanism for settling disputes, and provides a
forum for conducting trade ne%);iations. The WTO succeeded the General Agree-
ment on Tariffs and Trade (GATT), which had provided the institutional framework
for world commerce since 1948. The 1994 Uruguay Round agreements brought agri-
culture, services, intellectual property rights, trade-related investment measures,
and textiles and apparel under the discipline of multilateral trade rules for the first
time and established a stronger dispute settlement process. Two of these agree-
ments also mandated a “built-in agenda” for further negotiations on agriculture and
services to commence January 1, 2000.

Membership in the WTO has wn to 135 members, up from about 90 GATT
members in Septémber 1986, at the start of the Uruguag Round. Not only has there
been an increase in membership, but also increased diversity in WTO members.
Roughly 80 percent of the current members are developing countries, although some
are at more advanced stages of development than others and thus they do not all
have the same needs. According to WTO, virtually all of the 30 countries currently
applying for membership are also developing nations or economies in transition. Un-
ike many other international organizations where decisions are based on a majority
of member votes, decision-making in the WTO is largely based on consensus among
member governments.

There have been three ministerial conferences since the creation of the WTO: one
in Singapore in December 1996, one in Geneva in May 1998, and the third in Se-
attle in Kcember 1999. The WTO General Council makes major decisions in the
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Rgioda between ministerial conferences. The Director General, chosen by members,
ds the WTO Secretariat that supports the membership and the institution.

The 1996 Singapore ministerial conference reviewed the implementation of the
Uruguay Round agreements and considered proposals for trade issues to be ad-
dressed in the future. The ministers in Singapore reaffirmed their commitment to
complete the built-in agenda and also addressed several trade issues that were pre-
viously outside the scope of detailed trade negotiations. Among other things, &ey
authorized the creation of working groups to study transparency in government pro-
curement, investment and com%ehtition, and agreed to continue ongoing analysis of
trade and environment issues. The ministers in Singapore re'ecte?gttempte{:d by
the United States to establish a working group on trade and labor, stating that this
issue was best handled by the International Labor Organization.

The Geneva ministerial conference coincided with the 50th annivers of the
GATT. Ministers agreed to begin preparing an agenda for further trade liberaliza-
tion. Ministers also accepted sident Clinton’s offer that the United States host
tihg%9 next ministerial conference. Seattle was selected as the host city in January

SEATTLE MINISTERIAL DID NOT ACHIEVE ITS OBJECTIVES

The ministerial conference failed to achieve its foal of initiating a new round of
multilateral trade negotiations with a ministerial declaration. After 4 days of inten-
sive talks, the conference was suspended on December 3 without agreeing on a
round, or issuing a ministerial declaration or any other formal decumentation of its
deliberations. As a result of the inconclusive nature of the meeting, the status of
the ministerial conference remains unclear. For example, members have not decided
if and when the conference might reconvene. Even without a new round, neﬁtia-
tions to further liberalize trade in agriculture and services are scheduled to begin
in the year 2000 under the Uruguay Round agreements’ built-in agenda. Progress
on these negotiations, however, may be slow, partly because the agenda lacks a
deadline for completion. The negotiating impasse also left several issues unresolved,
such as addressing some develgflinng countries’ concerns about expiration of certain
Uruguay Round agreement deadlines.

In a brief statement at the end of the meeting, the Conference Chair, U.S. Trade
Representative (USTR) Charlene Barshefsky, noted that the issues before WTO
ministers were complex, and divergences too wide to be bridged rapidly. Ambassador
Barshefsky stated that it was the collective judgement of those present that it -ould
be best to, “take a time out, consult with one another, and find creative means to
finish the job.” She then announced that the ministers had agreed to suspend the
work of the ministerial conference. In the interim, the Chair asked WTQO Director
General Mike Moore to consult with delegations in an effort to bridge differences,
develop an improved decision-making process, and prepare for a successful conclu-
sion of the ministerial conference.

The Chair and other delegations emphasized that the progress that was made at
Seattle would not be lost. But those assurances were quickly dismissed EK other par-
ticipants, who refused to “freeze” their positions and said that any draft texts of a
declaration on the table at Seattle were no longer valid. Even if members were to
agree in principle to restart negotiations from where ministers left off at Seattle,
ro text reflects the state of countries’ positions at the end of the day.

One outstanding issue due to the suspension of the Seattle meeting concerns de-
veloping countries’ efforts to delay their end-of-1999 deadlines for conforming to cer-
tain provisions in a number of Uruguay Round ments, such as those on intel-
lectual property rights and investment measures. The WTO General Council met on
December 17 but could not agree on whether to grant extensions for all developigﬁ
countries, or to consider them on a member-by-member basis. The General Counci
postpone& until early 2000 a decision on how to proceed. In the meantime, WTO
members were asked by the General Council Chairman to exercise restraint and un-
derstanding in dealing with these deadlines. USTR officials told us that the United
St‘ate‘;i retains the right to bring cases based on the deadlines, which have since
passed. i .

NO ONE FACTOR CONTRIBUTED TO MINISTERIAL OUTCOME

No one factor, but a combination of circumstances, led to the WTO’s inability to
launch a new round. Nonetheless, seemingly unbridgeable gaps on major issues
among the major trading partners and between developed and many developing
countries were at the root of the outcome of the ministerial conference. First, dis-
agreements centered on the scope and direction of a new round. They also sterorned
from the increased sensitivity and coraplexity of the issues on the table. Further,
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Seattle ne&:ﬁators faced inherent difficulties in their negotiation process both in Se-
attle and Geneva. These included the challenge of accommodating the needs and in-
terests of a lnrﬁ:e1 and increasingly diverse WT'O membership. In addition, nego-
tiators were working from an unwieldy draft text symptomatic of the lack of agree-
ment among countries in Geneva on the eve of the ministerial meeting. Further,
U.S. and foreign officials noted that WT'O members’ selection of a new Director Gen-
eral earlier in the year had been lengthy and divisive. This experience left members
without leadership during a good part of their preparations for Seattle and lingering
hard feelings. Adding tension to a difficult situation, protesters marching against
the WTO in Seattle during the week disrupted the proceedings.

NO AGREEMENT ON THE SCOPE OF NEGOTIATIONS

U.S. and foreign officials with whom we met said that fundamental differences be-
tween the major trading countries contributed greatly to the ministerial conference’s
ultimate lack of consensus. The United States wanted to pursue a narrow agenda
in the new round, while the European Union (EU) and Japan promoted a broad
framework for negotiations to bring manﬁ new areas under international disciplines.
Officials we interviewed generally felt that without agreement among these major
players in international trade, it would be impossible to build consensus among the
rest of the members.

The United States favored limiting negotiations primarily to address market ac-
cess concerns and to focus on the areas of ag'ricu})ture and services as called for
under the Uruguay Round agreements. With the backing of the other major agricul-
tural exporting countries, known as the “Cairns Group,” the United States insisted
that negotiations on agriculture address a number of tough issues, including the
elimination of export subsidies and substantial reduction of trade-distorting farm
supports. Such far-reaching goals in agriculture were difficult for the EU to accept.
According to European officials, they simplg' could not support language calling for
the elimination of agricultural export subsidies as the starting point of negotiations.
Instead, the EU viewed the new round as an opportunity to establish international
rules in other areas of the ilobal trading system. In addition to agriculture and
services, the EU proposed including investment, competition policy, government pro-
curement, and other issues in a broad framework for nle)gotiations. Japan largely
supported the EU's ition on these issues. Although U.S. negotiators indicated
support for continued study of investment and competition policy by WTO working
groups, the United States and many other WTO members were unwilling to include
these issues in the negotiating agenda.

In addition to differences among the major trading countries, there was also a se-
rious gap between developed and many developing countries on the scope of a new
round. Like the United States, developing countries generally backed a narrower
scope for negotiations. Although developing countries’ positions differed on some
issues, many of them called for a reassessment of the commitments of the Uruguay
Round agreements. The United States did not want to reopen existing agreements
to new negotiations. Some developing countries felt they had received few benefits
from the Uruguay Round and had found it difficult to meet their obligations under
its agreements. For example, certain developing countries insisted they lacked the
financial and technical resources to implement the complex requirements called for
under the intellectual property agreement. Developing countries also wanted to re-
negotiate areas of the Uruguay Round, such as the agreement on textiles that they
argued had not given them the benefits the‘{ had anticipated. U.S. regotiators indi-
cated they would consider ways of helping developing countries meet their Uruguay
Round commitments on a case-by-case basis, but they rejected any attempt to re-
open negotiations on the hard-fought agreements.

Finally, officials from some developini countries we interviewed noted that 5
years did not provide enough time for them to cope with the changes mandated
under the Uruguay Round.: Given the difficulties they were having in implementing
the Uruguay Round agreéments, many of these countries expressed reservations
about undertaking f\,lrtirer trade liberalization. One developing country official re-
marked that in comparison with the situation in 1994 when the Uruguay Round
was concluded, starting a new round at this time would be considerably more dif-
ficult. In 1994, the ideas of market reforms and trade liberalization were still fresh
and held tremendous promise. It was also a time of economic growth in many of
the developing countries engaged in the negotiations. The current situation is very
different. Much of the devl::foping world is going through a difficult time economi-
cally, even though many countries have already undertaken far-reaching market re-
forms and trade liberalization.
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SENSITIVITY AND COMPLEXITY OF ISSUES IMPEDED PROGRESS

The most sensitive and complex area of negotiations between the EU on the one
hand and major :Fricultural e?orters including the United States on the other was
on agriculture. Although the EU has been reducing subsidies to agriculture since
the Uruguay Round, it remains by far the world’s largest user of agricultural export
subsidies.! In the WTO, the United States and other major agricultural exporting
nations, such as Austraiia, Brazil, and Canada, have put increased pressure on the
EU to abandon its reliance on export subsidies. Export subsidies, however, are a ke
mechanism in the EU’s Common Agricultural Policy. The Common Agricultural Pol-
icy is intended to preserve farm incomes and rural economies by supporting high
domestic prices for a wide variety of agricultural commodities and products. EgU
member states have taken a very strong position on maintaining the Common Agri-
cultural Policy, which is a central element in the EU’s institutional system and is
regarded as essential to its cohesiveness.

e the EU and its position on a%ﬁcultural export subsidies, the United States
was virtually isolated on the issue of antidumping regulations in the negotiations.
Major trading partners like Japan and Korea, as well as some developing countries,

ed for reconsideration of the agreement on anti-dumping reached under the Uru-
guay Round. These countries felt that the current antidum'ﬁilng rules allow countries
to use trade remedies to unfairly protect certain sectors. The United States argued
that re-opening the complex agreement was premature and risked weakening the
strensth of the existing U.S. anti-dumping regime. U.S. negotiators said they would
consider holding discussions on how members were implementing the agree-
ment’s Prooedural requirements, but this U.S. offer attracted limited support.

Developing countries were very concerned about U.S. and EU initiatives to bri
labor into the WTO. They feared that addressing labor standards under the
was simply a veiled form of protectionism aimed at undermining one of the few com-
petitive advantages they enjoy as lower-wage producers. At the Singapore ministe-
rial conference, it had been agreed that labor standards were best addressed in the
International Labor Organization rather than in the WTO, and many developinlg
countries felt the issue had been put to rest. According to some officials from devel-
ogingrcountries. the U.S. insistence on resurfacing the issue of labor in Seattle and
the President’s remarks potentially linking labor standards to trade sanctions were
counterproductive.

SEATTLE NEGOTIATION PROCESS HAD INHERENT DIFFICULTIES

The difficult task of accommodating the needs and interests of a large and in-
creasingly diverse WTO membership hampered progress in Seattle. Efforts to bal-
ance efficiency with allowing the maximum participation of all WT'O members in ne-
gotiations presented a challenge to reaching consensus.

In an eftort to give all WTO members the opportunity to take part in the negotia-
tions, Chaix;gerson Barshefsky and Director General Moore set up five large working
groups on the major issues including agriculture, market access, implementation,

in%apore issues (such as investment), and systemic issues (such as the structure
of the WTO). The working groups were open to all WI'O member delegations and
convened on the second day of the conference. Working Eroufp chairs—trade min-
isters selected in Seattle—were to facilitate consensus and refine the Geneva draft
text into a consensus document. Next, working group consensus texts were to be
brought together later in the week to produce a complete ministerial declaration to
be issued at the end of the conference.

Ultimately however, the working groups were not able to achieve the necessary
consensus to avoid the more traditional less inclusive “green room” process.2 Chair-
person Barshefsky had told ministers at a meeting on Wednesday that she intended
to proceed with the large working groups, but if they were unsuccessful she would
initiate a green room to facilitate consensus. After 2 days of large workini group
tx_neetings, the green room process began Friday morning, the last day of the con-

erence.

One difficulty in achieving consensus may have been that the chairpersons of the
working group meetings were not in place until Tuesday during the ministerial con-
ference. This may have prevented parts of the leadership team from effectivq% re-
paring for their roles—such as developing compromise texts and meeting with key

1See Commitments by the European Union and the United States to Reduce Agricultural Ex-
port Subsidies (GAO/NSIAD-99-198R, June 18, 1999) for more details.

2Traditionally, negotiations have taken place amé)-‘% a smaller number of key WI'O members,
which would work out gl;ivatel some of ﬂfe more difficult compromises. This smaller group ne-
gotiation of 20-30 members is known as the “green room” process.
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delegations before Seattle—as some have claimed. Officials said that it had been dif-
ficult to find chairpersons because trade ministers had to volunteer their time to
lead the sessions as ogposed to their own country delegations.

The green room had only 1 day to work out compromises across the range of unre-
solved issues and then gather the support of the rest of the delegation. Furthermore,
the green room worked sequentially—issue by issue. Negotiators began in the morn-
ing with agriculture and spent until mid-afternoon on this issue. Although many of-
ficials said that the green room did make progress in agriculture, others argued that
too much time was spent on this issue to the exclusion of others. However, officials
expressed mixed views about whether additional time would have resulted in con-
sensus on a round. Some said an additional day would have sufficed with the
progress made in agriculture, while others were more pessimistic or said outright
that no agreement could have been reached.

Despite efforts to the contrary, some countries still expressed frustration about
being left out when the negotiations shifted to the green room. In fact, a group of
Latin American and Caribbean countries and a group of African countries stated
publicly in Seattle that they would reject the outcome of these smaller sessions.
However, some officials noted that a green room process involving a smaller number
of countries is necessary to efficiently handle the negotiations. Some said the par-
ticular problem with the green room process in Seattle was that countries were se-
lected to participate in an ad hoc, informal manner. They recommended a more for-
malized or transparent process of determining the members invited to participate
in the green room.

A number of officials with whom we spoke said that hosting the Seattle WTO
ministerial meeting posed both substantive and procedural challenges for the United
States, given its large stake in the world trading system. First, perceptions about
the U.S. role as chair may have affected the negotiating dynamic. For example, it
may have raised questions about U.S. neutrality in brokering compromise, or raised
WTO members’ expectations about U.S. willingness to make concessions to ensure
the ministerial conference’s success. Second, the United States was wearing two
hats, that of host and key participant, a difficult job that was made harder by the
newness of the WTO team and the number of issues to be resolved at Seattle. Over-
all, several U.S. and foreign officials said that a major trading nation hosting such
meetings inevitably poses problems.

Another major factor affecting the outcome of the Seattle negotiations was the in-
herent weakness of the draft text used as the basis for negotiations, When WTO
ministers arrived in Seattle in late November, the draft declaration officially on the
table was some 32 pages long and contained nearly 400 bracketed items indicating
disagreement among members. The draft was, in fact, an amalgamation of all the
proposals, or position papers, members had submitted to the WTO General Council
during their 15-month, pre-Seattle preparatory process. The problems with the draft
conveyed the wide differences over substance and philosophical approach that re-
mained at the conclusion of those preparations. Also, one WTO official noted that
because the text included many strongly held competing proposals, negotiators had
to “build down,” or remove text, to reach a consensus document. In his view, this
is more difficult to do than “building up,” or negotiating to add desired language.
Thus, he believed, in Seattle, countries automatically perceived agreeing to remove
text as a loss.

Contributing to members’ inability to reach consensus before Seattle were the dif-
ficulties they had experienced in selecting a new Director General. In Geneva in
early 1999, WTO members had had great difficulty reaching consensus on a new
Director General, whose 4-year term had expired. There were two final candidates,
Mike Moore from New Zealand and Supachai Panitchpakdi from Thailand, from a
developed and developing country, respectively. Ultimately, members selected both
candid?:tes to serve a split term, with Mike Moore serving first. Many U.S. and for-
eign officials said that the divisiveness of that experience had dampened the mood
for compromise in Seattle.

In addition, the lengthy and contentious selection process left WIO members
without leadership for 5 of the 11 months they had available to prepare for Seattle.
Mike Moore did not take the helm at the WTO until September, when drafting of
a declaration started in earnest. His principal deputies were named less than a
month before the WTO ministerial conference. While the WTO is largely a member-
driven organization, the WTO Director-General and his deputies can play an impor-
tant role in facilitating consensus and organizing work so as to ensure maximum
progress. The diversity of member interests and lack of institutional leadership
me;nsi th&t fewer informal, consensus-building meetings took place both in Geneva
an attle.
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ing the ministerial conference, nongovernmental organizations representing
labor, the environment, and other interests demonstrated and marched against the
WTO in the vicinity of the Seattle convention center. The protests interfered with
the convention by causing delays and dampening the general mood among the dele-
gates but were not a major cause for their ultimate inability to launch a new trade
round. The most frequent comment we heard from foreign government officials was
that the protests cost them 1 to 2 days of work. Some foreign officials attending the
ministerial conference said that h'm.{mtiom on moving safely about the city inter-
fered with delegates’ normal ability to resolve differences t h informal social
contacts. Another foreign embassy official said that, while not a deciding factor, the
protests raised questions about the U.S. ability to conduct trade negotiations with-
out being unduly influenced by domestic politics. Overall, however, delegates did not
believe that the protesters changed the outcome of the conference.

LESSONS LEARNED

Several lessons can be learned from the experience in Seattle:

¢ Efforts to launch a new round may have been premature. Countries, for various
reasons, may not have been ready to launch a new round. Due to current strong
domestic concerns, the EU and United States each found it politically difficult
to make concessions and exert leadership. Many developing countries were re-
sistant to calls for the WTO to address new issues such as labor and skeptical
about the benefits of the last round.

¢ Ministerial conferences are more likely to succeed if they address only a handful
of politically difficult decisions, having reached consensus on most issues in ad-
vance. W'I‘g members had not reached agreement on most issues on the eve of
the conference. As a result, ministers in Seattle faced a long list of unresolved
items. This left ministers with an overwhelming task to be accomplished within
a short time frame. Efforts to sort through and agree upon a manageable num-
ber of issues should be made before a ministerial conference takes place.

e The WTO needs to find wai's to address the institutional challenges posed by
increases in the number and diversity of its members. The Seattle negotiations
demonstrated the importance of taking into account the different views of the
WTO’s large and diverse membership on issues such as the scope and nature
of any further trade liberalization. Since the ministerial conference, the WTO
Director General has been consulting with WTO member governments on ways
to help developing countries engage in world trade and has been examining how
the W!i‘O can better gauge and act on its varied members’ interests.
¢ Holding high profile meetings in countries that are n:éjor trading part-

ners, such as the United States and the EU, may present difficulties. It is not
easy for major trading countries to host ministerial conferences, given their sig-
nificant interests in international trade and possible concerns about their influ-
ence on the negotiating agenda.
Mr. Chairman and members of the Committee, this concludes my prepared re-
marks. I will be happy to respond to any questions you may have.
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STATEMENT OF THE AMERICAN APPAREL MANUFACTURERS ASSOCIATION

Thank you for providing the American Apparel Manufacturers Association
(AAMA) an opportunity to submit testimony in connection with the Subcommittee’s
investigation of international trade issues in the aftermath of the failed Seattle Min-
isterial round in December 1999.

is the central trade association for US companies that produce clothing.
Our members are responsible for about 85 percent of the $100 billion worth of gar-
ments sold at wholesale in this country every year. Our industry employs about
700,000 Americans.

While most of the large apparel manufacturers in the United States are our mem-
bers, many of our members are relatively small companies. Two-thirds have sales
under $20 million sfyear. Our members are predominantly domestic manufacturers,
but most also manufacture in, and import from, other sources.

AAMA has been a strong advocate of liberalized trade initiatives and was an ar-
dent backer of both the North American Free Trade Area (NAFTA) and the Uru-
guay Round of the GATT. Our association is at the forefront of efforts to expand
trade with the Caribbean Basin and has endorsed reﬁg}onal programs to expand
trade through the Free Trade Area of the Americas (FTAA) and the Asia Pacific
Economic Council (APEC) processes.

AAMA was sorely disappointed when the Seattle Ministerial failed to launch ne-
gotiations for a new multilateral trade round. Simply put, we believe the United

tates, indeed the entire world, missed an important opportunity to lock in addi-
tional commitments for trade and tariff liberalization.

Increasingly, our members rely upon unimpeded flow of commerce between coun-
tries to satxsf‘:y the needs of their customers and. to stay competitive. The
globalization of our industry, and the increased competition it has brought, requires
our members to engage in flexible sourcing strategies if they are to survive. This
means they have to prepared to supplement their US production base with
sourcing arrangements from a variety of countries.

though our members are most heavily concentrated in this hemisphere, they
have increasingly found themselves in virtually every part of the globe. To produce
the most competitive garments, our members are often reguired to import from and
export to a variety of countries. Any barriers be they traditional quotas and tariffs
or nontraditional fees, investment restrictions, customs procedures, bureaucracy, or
corruption—hinder their operations and drive up their costs. If their costs go up or
if they are unable to deliver garments on time—because of trade distorting barriers
they often lose the business to their competitors.

Accordingly, we believe it is of paramount importance that the United States find
a way to put and keep the WTO trade liberalization process back on track. Recog-
nizing that this is an effort partR' directed at confidence building—both in the
United Statec and among our trading partners—and partly directed at setting a
concrete and meaningful agenda, we would like to make the following recommenda-
tions:

First, Congres: should declare its unequivocal support for an aggressive and pro-
active trade agenda. The best way to do this is to complete action quickly on the
pendinF CBL/Africa legislation, reaffirm US membership in the World Trade Organi-
zation following the Section 125 report, and, finally, extend permanent normal trade
relations with China. Reauthorization of trade negotiating authority for the Presi-
dent, and its accompanying “fast track” procedures, should also be completed at the
earliest possible date.

Decisive action by Congress is important because many of the protests in Seattle
have their genesis in the perception that the United States has abandoned its ori-
entation toward trade liberalization. Protestors during the week of November 29,

(83)
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1999—ironically the fifth anniversary of congressional passage of the Uruguay
Round of the GATT—were no doubt buoyed by some of the “anti-trade” votes taken
by the House earlier in the year and in previous sessions. It is time the Congress
swiftly and clearly rejects this perception and reasserts a positive agenda on trade.

Second, we should be careful not to misunderstand the “message” delivered by the
Seattle protestors. In fact, there was probably no single message. Several of our
staff and members who were in Seattle during the protests witnessed peaceful
teach-ins just a few doors down from where a Starbucks store was being looted.
Protestors demanding greater labor and environmental enforcement powers for the
WTO stood shoulder-to-shoulder with those hgi)ing to strip the WTO of its existi
responsibilities. A sign complaining that “global trade was bad” was partly obscure
by a sign urginithe end of the US trade blockade with Cuba.

If anything, the Seattle protests showed us that few people understand the impor-
tance of trade liberalization—to their own well-being, to their own community, and
to the world at large. While the WTO is an important arbiter of international trade
laws, it is nothing more than a traffic cop. When the American people begin to per-
ceive that the WTO possesses the kind of power that threatens national sovereignty,
that is a clear signal that there is something fundamentally wrong with the public
understanding of international trade.

Third, we should collectively do a better job explaining the importance of trade
liberalization. Policy makers have long argued that not enough “trade education” is
done among workers and employees of companies that benefit from trade. This is
true and the corporate community should do a better job in the future. But policy
makers themselves must also play a key role educating not just the workers at their
jobs but also the workers’ families in their communities and schools.

We should begin by discarding the incorrect notion that imports are intrinsically
bad. Traditionally, ez:lports are seen as the “good” side of the trade equation while
imports are measured only through the dislocation and disruption they may cause.
Yet, this only tells half the story. Millions of American workers are employed be-
cause they handle or process imports. Hundreds of millions of American consumers
benefit from lower prices or greater selections because of the availability of imports.
If the American public can begin to perceive that imports are not a threat, the nat-
ural flows of international trade should cause them less anxiety.

One way to do this is through the Trade Adjustment Assistance program, which
provides retraining assistance for US workers whose jobs are adversely affected by
trade. This is an important ‘program that-should be sustained. But as we do so, we
should recognize that one of its byproducts is that the US Government is steadily
certifying that hundreds of thousands of US workers are losing their jobs because
of international trade. Yet, at the same time, there is no equivalent program in
which the Federal Government actually certifies that US workers, or consumers, are
gaining ground because of international trade. If the Federal Government insists
upon only telling half the story, who can blame the American public if they remain
misinformed?

Fourth, we must encourage the WTO to make its operations and activities more
transparent and accountable. Veterans of the 1997 funding battle over the Inter-
national Monetary Fund (IMF) will recall the complaint that the IMF conducted all
its business behind closed doors. Congress eventually cleared funding for the IMF,
but only after the IMF agreed to necessary reforms to bring about greater trans-
parency. Similar steps are needed with the WTO. All parties affected by WTO deci-
sions be theﬁenon-govermnental organizations, interest groups, or business enti-
ties—should be able to present the O with their perspectives and witness its de-
cision making and rule-setting activities. This is especially important if we wish to
provide least developed countries the opportunity to participate fully in the inter-
national trading system.

Fifth, the United States should encourage the WTO to complete its unfinished
agenda—namely the reciprocal elimination of tariffs. Our induig}y faces some of the
highest levels of protection around the world. But while US tarift rates on imported
apparel are high, they often pale in comparison to those imposed by other countries.
Tgne next round of tariff liberalization should begin by requiring other countries to
bind their textile and apparel tariffs at US rates and then use that binding as a
basis for further negotiation.

A recent case with India clearly dramatizes why this is so important. In recent
weeks, the US Government successfully persuaded the Indian Government to aban-
don a number of quotas and other ?uantitative restrictions on imports of textile and
apparel products. However, some of the gains of this concession may be undermined
due to Indian Government plans to raise tariffs on those same products. Because
the tariff action will not exceed the Indian Government binding, the action may be
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permissible under the WTO. We need to convince the Indian Government to lower
these bindings to, at the very least, US levels.

Finally, we need to rewain aggressive in ensuring that foreign countries live up
to the bargains tha' strike in international trade deals. Confidence in the entire sys-
tem falters when US v.orkers, and their elected representatives, perceive that other
countries do not have to play by the rules. We should insist that our trading part-
ners hvm to their commitments and have “zero tolerance” for ti.ose that fail to
do 80. Similarly, we should lead by example, and refuse to tolerate 4--aands that
we abandon our own commitments to satisty vocal political constituencies.

In the past month, the United States dposted a record for the largest sustained
economic expansion. This success occurred in no small part because we benefit from
an open and liberal trading regime. US firms are able to produce goods and services
for export markets while companies and individuals are able to purchase imports
for inputs or final consumption. The more we can enhance this system—through
multilateral trade negotiations and through unilateral action—the better chance we
have of sustaining this economic growth in the years to come.

STATEMENT OF THE AMERICAN FOREST & PAPER ASSOCIATION
[SUBMITTED BY W. HENSON MOORE, PRESIDENT & CEOQ)

. Thank you for this opportunity to submit the views of the U.S. forest J)roducts
industry regarding the recent \%‘I‘O Ministerial meeting in Seattle—and to rec-
ommend forward steps in U.S. trade policy which can improve U.S. global competi-
tiveness—even ‘vhile efforts continue to launch a New Round of global trade nego-
tiations. The U.S. forest products industry, which accounts for $230 billion in an-
nual sales and employs 1.5 million American workers, comprises seven percent of
- U.S. manufacturing shipments.

Last Fall, appearing before this Committee, Lyn Withey, Vice President, Federal
& International Affairs, International Paper Compan: , identified the WTO Ministe-
rial meeting in Seattle, and the Accelerated Tarif } Liberalization (ATL) initiative in
forest products, as our industry’s best—and perhaps last-opportunity to secure our
gbility to participate in fast growing global markets from a U.S. manufacturing

ase.

The reasons for this are a matter of negotiating history and simple economics. The
history part goes back to the Uruguay Round. Our industry and the U.S. Trade Rep-
resentative had identified the elimination of the high tariffs which our competitors
maintained on U.S. wood and paper as a priority U.S. objective. This goal was not
achieved in the Round and so, in the Uruguay Round Agreements Act, the U.S. Con-
gress gave USTR both the authority and the mandate to try to rectify this imbal-
ance as a priority matter.

The urgency in the Congressional mandate came from the fact that—with each
year that this objective was not achieved—foreign su%plier encroachment in the
wide-open U.S. market has increased, while many of the fastest growing markets
for our products have no commitment to eliminate or reduce their trade barriers at
any time in the future. That's where the economics comes in. When U.S. companies
conclude there is no prospect of getting foreign trade barriers removed, one of two
things generally happens: either there is an increased tendency to protect the home
market, or production and capacity gradually shift to other countries with a strong
resource base. That is essentially where the U.S. forest products industry is today.

PREPARATIONS FOR SEATTLE

In preparation for the WTO Ministerial, our industry undertook an intensive pro-
gram ofindustry-to-industry diplomacy—supporting Administration efforts on
thegovernment-to-government level. More than two years ago, we began workin
with ourcolleagues in the forest products industries of Malaysia, Indonesia an
China, with the result thatIndonesia co-sponsored—with the U.S,, Canada and New
Zealand—tke original proposal toeliminate wood and paper tariffs in APEC. Japan
of course, remained the outlier, stubbornlyinsisting on the need to protect its w
pro?lucts industry. APEC members agreed to open theATL to broader participation
in the WTO.

We continue to believe that European participation is key to transforming ATL
from an APEC initiative into a global agreement. When we found our European
competitors were unwilling to support tariff cuts which would mean they would
have to compete with us on an equal footing, we went directly to our European cus-
tomers. As a result, the magazine publishers, the ne\;?aper publishers, the direc-
tory publishers and the Publishers Council of Europe all went on record as favoring
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the elimination of paper tariffs, as did the Timber Trades Federation in the UK,
and the timber trade in Spain and Italy.

Our colleagues in the other ATL sectors did the same, lining up the German elec-
tronics industry, the International Council of Chemical Associations, the Toy Indus-
tries of Europe, the International Jewelry Confederation, EUROGAS, the European
Cosmetic, Toiletry and Perfumery Association, EUCOMED (representing European
medical device manufacturers) and ORGALIME (representing the mechanical, elec-
trical, electronic and metalworking industries, or 16% of European GDP).

We also worked through the Trans Atlantic Business Dialogue, which presented
the Presidents of the U.S. and the European Commission with its recommendation
tl_galt the ATL agreement be concluded in Seattle—or as quickly thereafter as pos-
sible.

We worked closely with our labor unions, which have been keenly aware of the
adverse employment effects of unfair trade barriers. As a result, our delegation in
Seattle included representatives of the Paper and Allied Industrial, Chemical and
Energy Workers International Union, the United Brotherhood of Carpenters and
Joiners of America; the International Association of Machinists, and the Pulp and
Paperworkers Resource Council.

e also participated in a rigorous economic and environmental analysis of the im-
plications of trade liberalization in forest products. The resultant joint report by the
Office of the USTR and the Council on Environmental Quality concluded there were
no significant environmental risks associated with the elimination of wood and
paper tariffs. In fact, we believe there are positive environmental benefits from the
elimination of trade barriers but, as the first industry sector to go through the proc-
ess which will henceforth be axplied to all prospective U.S. trade agreements, we
felt the way was clear for the Administration to pursue ATL in our sector without
reservation. .

Our industry thus went to Seattle with a number of strong positives: we had suc-
cessfully addressed labor and environmental concerns in our sector; we enjoyed the
substantial suiport of APEC member countries, especially Canada and New Zea-
land; we had the backing of a broad spectrum of European industry and the Trans
Atlantic Business Dialogue; we understand that some EU member states, including
Germany and the UK had told the USTR they were in favor; China had made the
whole deal more attractive by ag'reein% to join the ATL upon its accession to the
“gll‘ofang, m(l)st critically, USTR had clearly designated ATL as a priority deliver-
able for Seattle.

WHAT WENT WRONG

Notwithstanding these substantial assets, the ATL was a victim of the larger col-

lapse in Seattle.

o The European Commission appears to have viewed the ATL only as a card to
betraded for larger issues in the Round. We have been told there was very
littleinternal discussion with the member states regarding the potential benefits
of ATL,despite the fact that EU exports (excluding intra-EU trade) covered by
the ATLare 40 percent greater than U.S. exports.

¢ The collaboration between the EU and Japan which served to stymie so
manyU.S. initiatives was also evident in the ATL discussions.

e Japan's adamant opposition to any trade liberalization measures on the
Seattleagenda extended to ATL.

Finally, the centrifugal forces which would ultimately force the adjournment of

the Ministerial conference itself were already in full play by the time the Market
Access discussions—which included ATL—began in earnest.

IMPACT ON U.S. ECONOMY, JOBS

The ultimate cost of this failure to the U.S. economy is probably a function of how
long it takes to get the ATL—or a similar initiative—up and running again. Accord-
ing to the U.S. Department of Commerce, the ATL initiative as a whole covered
$198 billion in U.S. exports, or roughly twice the value of U.S. foreign agricultural
sales, and covered a little more than one in four U.S. jobs related to merchandise

exports.

Iggr the U.S. forest products industry, the inability to take advantage of growing
markets abroad has already had a significant impact. Since 1998, about 3.5 million
tons of pulp and paper production capacity has been indefinitely or permanently
shuttered. ccording to government statistics, in 1998 alone, 17,800 jobs were lost
in the paper and allied products industry, or 2.6% of the total. These are higher pay-
ing jobs than the manufacturing average and are most often located in rural com-
munities that are heavily dependent on the forest products industry.
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GOING FORWARD

It is important to emphasize that what happened in Seattle was the failure to
launch a New Round of trade negotiations—not a failure of ATL. The link between
ATL and a New Round was essentially one of timing—the presumed desire of gov-
ernments to have deliverables at the Ministerial was thought to give impetus to con-
clusion of the ATL in Seattle, much as it did the conclusion of the Information Tech-
nologg Agreement (ITA) in Singapore.

And, in fact, the Ministerial did produce some progress on ATL:

e our negotiators had a nuinber of positive meetings with EU member states

:h_atha not previously understood the benefits ATL could bring to their indus-
ries;

o forest groducts industr{ union snpfort for ATL made a clear statement that
fairtrade agreements that dismantle foreign trade harriers are important to
U.S.domestic employment

e members of the Congressional delegation—including the Chairman and
severaldistinguished members of this Committee—demonstrated there is strong
politicalsupport in the U.S. for conclusion of an ATL agreement. .

e Administration representatives got the word out that the elimination of tariffs
onforest products would not entail environmental risks.

T;I&e fact is that ATL does not require a Round, or a Ministerial meeting, to go for-

ward.

If, as some of our trading partners have asserted, it will not prove possible to re-
sume the launch of a New Rcund until structural reforms in the WTO are completed
and until after the U.S. Presidential election, we believe this hiatus offers the per-
fect opportunity for governments to move forward with ATL. For the United States,
in particular, it makes a lot of sense to pursue an ATL agreement at this time.

e U.S. economy-—Delay in achieving ATL tariff cuts entails economic costs affect-
ing industries which account for more than 29% of U.S. exports; for some indus-
tries, it would allow forcign competitors to establish a foothold in Asian markets
which will have longer term, structural effects.

¢ U.S. trade policy—Moving forward with ATL would make it clear that Seattle
didnot paralyze the U.S. trade agenda and that we will continue to work on
areaswhere there are ciear U.S. commercial interests to be advanced.

o APEC—Without some indication that ATL is alive and well, the credibility
of APEC as an institution is severely damaged: the prospect for making any
progresson the additional “back six” sectors is eliminated.

ne of the principal advantages of the WTO over the GATT is the abilityto
carr{eforward an agenda of continuous trade liberalization, without dependingon
cumbersome Rounds.

Moreover, we believe conclusion of an ATL agreement would be consistent with
the “confidence building” approach which the WTO General Council has informally
endorsed as part of the strategy to establish preconditions for a Round launch in
the future. It the WTO cannot provide the forum for going forward with the ATL,
one of its principal rationales will be invalidated, a weakness which should be exam-
ined in the upcoming Congressional review of U.S. experience in the WTO.

The U.S. forest products industry thus urges the Administration to move without
delay to restart negotiations on ATL—built on a strategy which includes the fol-
lowing major elements:

o Offer ATL to our trading partners as a stand alone agreement on the ITAmodel

¢ Regroup with our APEC partners, especially New Zealand and Canada. Weneed
an urgent, strong statement of APEC determination to go forward and topush
for agreement in Geneva—independent of a New Round.

¢ Rethink our strategy of engaging countries individually and regionallytrade
issues generally, and liberalization measures specifically as we see thecontinued
entrenched opposition of European and Japanese bureaucrats toopening their
markets. We should identify ATL as an early deliverable for allbilateral and re-
ional trade negotiations, including Chile, and the Free Trade Area of the

ericas.

While the focus of our activity in Seattle was certainly the ATL, it is clear that
the U.S. forest products industry has an interest in other important issues that will
be dealt with in a New Round. Our companies will be significantly impacted ber the
proposed negotiations on the revision of the Sanitary and Phyto-Sanim SPS)
agreement, biotechnology agreements and other global trade issues and be ac-
tively engaged with the Administration and the Congress on these issues.
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STATEMENT OF THE AMERICAN FARM BUREAU FEDERATION

The American Farm Bureau Federation represents over 4.9 million member fami-
lies in the United States and Puerto Rico that rsroduce every commodity grown in
this country. Our members export over one-third of what they produce and have a
veste(d inbe)reat in further reform of agricultural trade in the World Trade Organiza-
tion (WTO).

Farm Bureau had a strong presence in Seattle during the WTO Ministerial Con-
ference and saw first-hand how difficult it will be to overcome the resistance exhib-
ited by key negotiating partners such as the European Union (EU), Japan and
Korea to further market openings in agriculture. These countries have a very strong
desire to continue trade distorting domestic support payments to their agricultural
sectors. Given the urgent need to further open foreign markets for U.S. agriculture,
and the intent of some countries to resist such market openings, it will be ve
tough to continue the agricultural trade reform started in the Uruguay Round.
Every ounce of leverage and negotiating muscle will be needed to make the agricul-
turaLresults from future trade talks commercially meaningful for U.S. farmers and
ranchers.

It is well known that there were many causes for the failure of the trade min-
isters to launch a negotiating round in Seattle. While the reasons are numerous and
the issues complex, agriculture was not the cause for the breakdown of the trade
talks. In fact, when the talks ended in Seattle, “green room” neFotiations on agri-
culture had concluded and the agricultural text was nearly complete. This is not to
say that Farm Bureau endorsed the language in the agricultural text. While we ac-
knowledge that significant ground was broken on key agricultural negotiating objec-
tives, much work remains to be done.

Negotiations on agriculture must be the highest priority for our negotiators as
they meet in Geneva in an attempt to restart the trade talks. Not only is agriculture
entitled to a new round of negotiations as mandated by the built-in agenda, our sec-
tor is also rife with insurmountable trade barriers and trade distorting export sub-
sidies that are not present in other sectors. In order for the WTO to claim that it
has truly reformed trade around the globe, it must first achieve market liberaliza-
tion in agriculture.

The negotiations must provide the basis for continuing the agricultural
trade discussions as required under the built-in agenda. Most importantly, the
structure developed to restart the talks on agriculture must be linked with the

rogress of negotiations in other built-in agenda sectors as part of a sing e package.

starting the talks quickly, as part of an eventual broad-based round, is crucial

in order for U.S. agriculture to maintain its foreign market share and to compete
on fair and equa!l terms with its export competitors.

The U.S. agricultural sector is perhaps the most open market in the world. Ac-
cording to the Agriculture Department, the average tariff for imports of agricultural
goods into the United States is 8 percent or less, while our exports face an average
tariff of nearly 50 percent. We must address this imbalance in the upcoming nego-
tiations.

What’s at stake for agriculture if the WTO talks do not provide meaningful re-
form? We can expect that our exports will continue to stagnate and that our com-
petitors, especially those that benefit from export subsidies or single desk selling ar-
rangements, will continue to undercut us in foreign markets. U.S. producers are the
most efficient producers in the world. We can compete if allowed to meet our com-
petitors head on rather than with one arm tied behind our backs, which is the case
now as we compete against foreign treasuries that subsidize our competitors.

There are many important objectives to be accomplished in the negotiations
on agriculture and important improvements that need to be made on the Seattle ag-
ricultural text once the trade resume in Geneva.

OBJECTIVES FOR THE NEXT ROUND

Structure and Framework

The American Farm Bureau Federation supports expediting action to commence
broad-based negotiations and trade talks on the built-in agenda items, such as agri-
culture, in the WTO. We cannot sit by while our competitors trade openly in our
market but deny us access to their markets on equal terms. We must begin negotia-
tions on the built-in agenda items and weave these negotiations into a comprehen-
sive round as early as possible to put U.S. agricultural producers on a level playing
field with the rest of the world.

First and foremost, the next round of negotiations and progress on the built-in
agenda items, should be pursued as a comprehensive, single undertaking. By this
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we mean that all as of the negotiations should be pursued in parallel and that
talks should conclude simultaneously for all sectors in order to get the best results.

Export Subsidies and Export Credits

We must call for the complete elimination of export subsidies by all WTO member
countries. Our producers cannot compete against the mountain of spending by our
primary competitors, such as the European Union, which spends in excess of eight
times the level of domestic and export subsidies spent by the United States. The
final version of the agricultural text from the Ministerial in Seattle did not
go far enough on export subsidies. We must not settle for anything less than com-
plete elimination of export subsidies. Moreover, the United States should not allow
other WT'O member countries to link progress on elimination of export subsidies to
eon_'e;p:nding action by the United States on export credits or other forms of export
assistance.

Regardixgogxport credits, we believe that the negotiations in the Organization for
Economic peration and Development holds the best potential to impose dis-
ciplines on export credits.

Market Access

U.S. negotiators must comprehensively address high tariffs, trade-distorting sub-
sidies and other restrictive trade practices in the negotiations on agriculture.

The negotiations should result in tariff equalization and increased market access
by requiring U.S. trading partners to eliminate tariff barriers within specified time
frames. Our producers competle openly in their own domestic market with their for-
eign competitors but are shut out of export markets due to prohibitively high tariffs.
We must correct this imbalance for our farmers and ranchers. All \%’I‘O member
countries should reduce tariffs, both bound and applied, in a manner that provides
commercially meaningful access on an accelerated basis.

In addition, we must end the use of all non-tariff barriers to trade. There are sev-
eral practices that have been employed by our trading partners to shut out competi-
tion in their domestic markets. These practices include, but are not limited to, do-
mestic absorption reg‘uirements, discriminatory licensing procedures, price bands,
reference prices and the administration of tariff rate quotas that prevent true com-
petition. Provisions to address these and other nontariff barriers should be written
into the new agreement on agriculture.

We support a trade round that enacts no product or policy exceptions. Adoptigg
a formula approach that addresses the disparity in global tariffs is the best meth:
for ensuring that all sectors are included in the negotiations. As with the Uruguay
Round framework, we recognize the need to address import sensitive products. It
is imperative that the new negotiations address not only tariff disparities but also
pesak tariffs and tariff escalation in a commercially meaningful manner.

Domestic Support

We support transitioning countries to provide an increasing portion of total do-
mestic support for agriculture in a decoupled form as the United States has already
done under the F. Act of 1996. '

In addition, we support elimination of trade diswni&%‘gomestic support programs
now classified under the “blue box” criteria in the . Blue box payments are
based on fixed area, yields and number of livestock and are not subject to reduction.
The United States does not currently have any domestic support (Programs that
- qualify as blue box spending. The European Union, on the other hand, has over $22
billion in blue box spending and that is“’)rojected to increase as a result of the re-
cent CAP reform under Agenda 2000. We must put an end to blue box spending.

SPS and Biotechnology

We believe that the new negotiations must include a recommitment to binding
agreements to resolve sani and phytosanitarg issues based on scientific prin-
ciples in accordance with the Agreement on Sani and Phytosanitary Meas-
ures (SPS Agreement). The provisions of the Uruguay Round S ment are
sound and do not need to be reopened. The United States has successfully litigated
several SPS cgses that underscore the strength of this agreement. Cases have now
been tried thf;? set precedents in each of the three areas of the SPS Agreement. For
example, the successful U.S. litigation of the EU beef ban stre ens the provisions
regarging human health, the Japan varietal testing case underscores aspects re-
gardi lant health, and the Australia salmon case bolsters the animal health text
of the Agreement. Any change to the SPS Agreement would expose the sound
scientific principles now embedded in its provisions—changes that the EU would rel-
ish making to restrict, rather than facilitate, trade.
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We must eusure market access for biotechnology products produced from geneti-
cally modified organisms (GCMOs). Sgniﬁcant delays and a lack of transparency in
the regulatory approval process for GMOs in the EU have heightened the need for
science based, transiarent provisions ‘ﬁoveming bioengineered products. We = .t- ot
continue to be held hostage to the EU’s nontransparent, discriminatory proced-: 3
that deny market access for our GMO products. All WTO member countries sh. ald
reaffirm the principles of the WI'O SPS Agreement, provisions which we believe
cover trade in GMOs. '

Multifunctionality

We oppose attempts to disguise protectionist policies as an endorsement of the
multifunctional characteristics of agriculture. While we agree that agricultural pro-
ductivn holds multifaceted benefits, we disagree that trade distorting subsidies
shouid be allowed to continue to sustain multifunctional endeavors. Government
spending for such pursuits should be reasonable and non-trade distorting.

State Trading Enterprises

We must impose disciplines on state trading enterprises (STEs) that distort the
flow of trade in world markets. Every effort should be made to craft an agreement
that sheds light on the pricing practices of STEs and ends their discriminatory prac-
tices. Our producers have lost too many sales in third country markets due to the
noncompetitive, nontransparent operations of STEs.

Dispute Settlement Process

Our negotiators must make changes to trading practices that would facilitate and
shorten dispute resolution procedures and processes. The process for a WTO dispute
settlement case typically runs three gears, if the WTO ruling is implemented. We
have seen in both the EU banana and EU beef cases that compliance is not always
assured. In cases where WT'O member countries do not comply with WTO rulings,
a carousel retaliation approach should be adopted to bring about compliance.

Our trading partners cannot be allowed to unilaterall’\l"]:veaken the very principles
that we negotiated in the Uruguay Round Agreement. The fundamental problem of
a dispute settlement procedure that requires too much time and prevents market
aoc:esg for several marketing seasons before a resolution is reached must be cor-
rected.

Environment and Labor

We believe that matters concerning the environment and labor should only be ad-
dressed in a manner that facilitates rather than restricts trade. We cannot allow
the economic prosperity of our nation, and that of our agricultural producers, to be
used as a weapon.

In summary, America’s farmers and ranchers are counting on the WTO negotia-
tions to achieve fair access for their exports around the globe. We are the most effi-
cient producers in the world. Access to foreign markets should be based on effi-
ciency, not on protectionist policies. Given the dire economic conditions now being
experienced by our producers, opening markets and leveling the playing field is now
more important than ever.

We upon the administration to resume a broad-based negotiating round in the
WTO and to link progress on the built-in agenda items to an eventual round. With-
out such a comprehensive agproach, substantial progress on the negotiations in ag-
riculture will not be achieved.

STATEMENT OF THE LABOR/INDUSTRY COALITION FOR INTERNATIONAL TRADE (LICIT)*

LICIT :rpreciates this opportunity to testify on the outcome of the WTO Seattle
Ministerial and some of the important issues that require attention in future nego-
tiations.

Celebrating its 20th anniversary this year, LICIT brings companies and unions
together in support of increased and equitable international trade. Among the com-

anies and labor unions currently or recently participating in LICIT are: American

lint Glass Workers; AMT—The Association for Manufacturing Technology; Beth-
lehem Steel Corp.; Communications Workers of America; Corning Inc.; Daimler
Chrysler; International Brotherhood of Electrical Workers; Milacron Inc.; Paper, Al-
lied-Industrial, Chemical & Energy Workers International Union (PACE); Union of

*Members do not necessarily associate themselves with every LICIT report or recommenda-
tion.
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Needletrades, Industrial and Textile Emplo (UNITE); and United Steelworkers
of America/United Rubber Workers Conlti‘:a‘x"enygs % and Uni N

I. INTRODUCTION

The goal of the Seattle Ministerial was to launch and set parameters for a new
round of multilateral trade negotiations focused on agriculture, services and intellec-
tual property—a “built-in agenda” that was established during the U y Round.
Unfortunately, no progress was made in these areas, and the Ministerial Conference
ended in failure. Some critics have sought to blame this failure on the U.S. Govern-
ment or on the demonstrators who occupied the streets of Seattle, but the reality
is that the Ministerial “Members do not necessarily associate themselves with eve:
LICIT report or recommendation.cratered because the world’s two other major trad-
ing powers—Japan and the EU—were unwilling to engage in serious discussions on
agricultural liberalization.

The U.S. Government expended a very substantial effort to achieve a launch of
a new round of trade negotiations. This effort was led by the President and most
of his Cabinet. Japan in particular, which benefits so much from the multilateral
trading system, failed to take a leadership role. Instead, besides defendin$ agricul-

protectionism, denying its trading partners access to its market for these
goods, it sought to undermine the international rules governing fair trade—in Gar-
ticular by seeking to re-open the recently negotiated antidumping rules. The U.S,
Government held firm, sug;:norted broadly by Congress, business and labor. It did
not agree to compromise damental elements of the WT rulebook such as the
rules on injurious dumping and subsidies. For this, it deserves to be commended.

II. THE ANTIDUMPING ISSUE IN SEATTLE

The WT. Members which sought to circumvent the agreed list of negotiating top-
ics and reopen debate over antidumping and anti-subsidy measures touched off a
senseless and distracting confrontation with other Members, including the United
States, that were focused on moving forward per the built-in agenda rather than
on ripping up the Uruguay Round texts and re-fighting that Round's divisive bat-
tles. The tactic of reopening the antidumping rules was embraced by several devel-
oping countries whose broader Seattle agenda involved unraveling the Uruguay
Round agreements rather than moving ahead with additional liberalization. The
idea that side discussions on antidumping were in any way responsible for the fail-
ure to launch new talks on agriculture and services is untenable and belied by all
of the evidence, anecdotal and otherwise.

The assault on antidumping came from two categories of WT. Members: (1) those
looking for a pretext to avoid movement in other areas (the Ell on agriculture; the
LDCs on meeting their Uruguay Round obligations); and (2) those whose exporters
most uently engage in dumpinﬁlpractices (Japan, Korea, and Hong Kong on be-
half of China). It was particularly disappointing that the EU, seeking to shift atten-
tion away from its market-distorting airicultural policies, encouraged developing
countries to press unfounded claims wit to antidumping, and to seek un-
warranted exemptions from the existing disciplines on trade-diatortint% subsidies.

LICIT commends the Administration for y rejecting these efforts to reopen
the WTO’s basic fair trade rules. The Administration rightly recognized that the ex-
isting fair trade rules must be kept off the negotiating table if new WTO talks are
to enhance the welfare of America’s working men and women. Effective anti-
dumpin&and anti-subsidy rules are a pillar of the United States’ openmarket policy
and of the multilateral trading system. From its inception half a century ago, the
GATT has provided that injurious dumping “is to be condemned” and has authorized
remedies to offset and deter dumping and trade-distorting subsidies. These rules are
designed to ensure a basic level of fairness in international trade and to prevent
abuse. Without such rules, past successes in trade liberalization could not have been
achieved and future progress on the core WTO agenda would become impossible, Al-
lowing the fair trade rules to be weakened would inevitably lead to abuse of the
world’s open markets—particularly that of the United States, the world’s most open
market—and would rapidly undermine confidence in the WTO itself,

ttably, in the job of defending the trade laws, Seattle was not an end-point
but simply a milestone. Much work remains to be done. First, of course, continued
vigilance 18 essential during any further discussions about launching a new Round.
The same factors described above will spur continued efforts by certain WT'O Mem-
bers to reopen the antidumping rules, with a view to weakening them. Second a
pattern has emerged of trading partners seeking to accomplish through WTO dis-
pute settlement cases what they could not gain in negotiations: the effective repeal
of the U.S. trade laws. We discuss this further below.
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111. ISSUES THE NEW WTO TALKS SHOULD ADDRESS

The “built-in agenda” is already a broad and important one, more than enough
by itself to occupy the next few uivears of trade negotiators’ attention. The only topics
that the U.S. Government should even consider adding to that built-in agenda are
those that can be independently justified in terms of (1) likelihood that meaningful
progress can be made and (2) where manufactu.ring is affected, favorable impact on
America’s manufacturing sector if progress is made. The U.S. proposals regarding
industrial market access appear to meet that test. LICIT submits that the same is
true of two other issues: reforming the WTO dispute settlement system, and dis-
ciplining anticompetitive private practices that impair market access.

DSU Reform: There is an urgent need for reforms to the WT'O Disgute Settlement
Understanding (DSU). In several important respects, the United States has been
badly served by the DSU during its t five years. In cases brought against U.S.
measures, particularly challenging the application U.S. trade laws, panels have ex-
ceeded their mandate and invented obligations never accepted by the United States
at the negotiating table. Meanwhile, cases brought by the United States have fre-
quently failed to generate actual commercial results.

The former category is particularly worrisome, as the willingness of panels to
overreach seems to have tempted trading partners into a broad-based attack a7ainst
America’s trade laws. WTO statistics show somewhere between 15 and 20 distinct
challenges, involving the U.S. antidumping and CVD laws, our safeguard law, sec-
tion 301, and now apparently another case against section 337. This flood of cases
has as its premise that the United States signed on to a package of agreements in
1994 which it was, and is, comprehensively violating—a premise that is not re-
motely tenable. These are not legitimate challenges but a brazen effort by other na-
tions to achieve through dispute settlement concessions the United States was and
remains, for very good reason, unwilling to make in negotiations.

When panels participate in such an effort by making up rules and obligations,
they undermine the legitimacy of the dispute settlement system and of the VVTO
itself. The United States should place a higl’;‘griority on these “defensive” concerns
in the next phase and all future phases of WTO activity.

The U.S. Government should also seek increased tranasggrency, via DSU amend-
ments that: (1) require Members to submit, promptly r each submission to a
panel, a public version sufficient to permit a full understanding of the arguments;
{(2) require pane! and Appellate Body meetings to be opened to all WI'O Members
and to the public; and (3) allow affected private parties to participate meaningfully
in panel proceedings. These changes would enhance the credibility and performance
of the sysiem by allowing panels and governments to benefit fully from the expertise
of affected private parties who are normally the “real parties in interest” in WTO

cases,

Finally, the DSU should also be revised to set clear limits on the WT'O Secretar-
iat's role in dispute settlemert proceedings. It is inappropriate for Secretariat offi-
cials who do not accept or agree with the resulting substantive rules that panels
are supposed to enforce to be substantively involved with panel deliberations. The
Secretariat does not exist to espouse positions attacking individual articles of the
GATT, or to side with particular Members who want to rewrite the Uruguay Round
results in particular subject areas. The United States should insist on appropriate
firewalls and should be prepared, if necessary, to use its funding of the Secretariat
as a lever in that regard.

Private Restraints of Market Access: Private and joint-public-private restraints
that impair market access have not received adequate attention at the WTO. This
issue has long been an Achillen heel of the GATT/WTO system. The exchange of
“market access” commitments by two countries presui)lposes that a functioning “mar-
ket” exists within the territory of each—something that turns out not to be univer-
sally true in the case of WTO Meinbers.

'l‘{e WTO agreements themselves do not directly guarantee access, b1t rather
only discipline discrete categories of government actions that could others ise limit
access. The result is a package of agreements and commitments largely ineffectual
in dealing with complex trade problems such as the closure of foreign markets by
governments working with private monopolies and cartels. Private actors can close
a market just as effectively as government agencies, and in both cases, from the
U.S. pers ive, the result is the same: bargained-for sales opportunities do not ma-
teri . To make matters worse, since the entry into force of the WTO agreements,
the U.S. Government has been unable to confront these barriers directly (outside
the VVTO system) out of fear that any measures undertaken to open the markets
would be met with WT'O-sanctioned retaliation.
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Moreover, the VVTO'aUgovernment-focuud approach u.n.:?nely disadvantages in-
dustries located in the United States, a country that vastly outstrips other WTO
Members in the rigor of its antitrust enforcement and in general openness to im-

The current situation, in which market access is regularly promised but fre-
quently not delivered, is corrosive on several levels and requires correction. Political
support for multilateral trade liberalization, in the Uni States and abroad, de-
pends on the degree to which trading rs are seen to have effectively opened
their markets and extended m , reciprocal trade benefits. By holera%r
encouraging antieon:getitive practices, governments can avoid the adjustments that
freer trade would otherwise require. As a result, markets never become truly con-
testable, and trade patterns do not improve. The WTO system cannot thrive if its
putative benefits are undermined in this manner. The most viable long-term solu-
tion would be to attach to all WTO market access commitments a “warranty” that
sales opﬁ)ortunities will not be undermined by the anticompetitive practices of local
monopolies or cartels.

The WTO Worki:s Group on the Interaction between Trade and Competition Pol-
icy has been crea to explore more modest or immediate solutions, but the dia-
logue held to date in that Working Group provides little reason for optimism. The
primary problem has been too much focus on laws, and not enough on facts. The
core concern of the WTO is market access. To achieve imgroved market access, the
focus should be on the naming and removal of particular barriers—one country and
sector at a time, if necessary—rather than a study of national legal tools available
to promote competition.

IV. CONCLUSION

Although many have viewed the Seattle Ministerial as a failure, it is important
to realize that (1) the agenda at Seattle was mainly a procedural one and (2) the
results were much less disastrous than they could have been. For the United States,
Seattle proved the truth of the adage that sometimes, no agreement is better than
a bad agreement. Talks on agriculture and services are set to go forward based on
prior agreement, so that the core U.S. interest in moving forward with liberalization
in these sectors was not fatally compromised b{‘é the failure to launch a “Round.”
Meanwhile, the United States distinguished itself as the only m%'gr trading country
that came to the Ministerial ready to move forward on trade liberalization—read
to talk about subjecting the world’s vast agriculture and services trade to the ww%
rulebook, rather than about re-writing the rulebook with a view to making it more
difficult to counter unfair trading practices.

Negotiators interested in providing the structure of a 'Round” will eventually pick
up where they left off in Seattle, and when they do, the United States must con-
tinue to stand firm in its commitment to block reopening of the WTO’s basic fair
trade rules. At the same time, the U.S. negotiators should redouble their efforts to
achieve DSU reforms. At home, legislation should be enacted to discipline privately
imposed import barriers so that market access commitments can becone something
other than hollow promises.

LICIT looks forward to working with the Committee on Ways & Means to ensure
that developments in the WTO, including any new multilateral negotiations, yield
the maximum possible benefit for the American economy and its industrial sector.

STATEMENT OF MATTEL, INC.
(SUBMITTED BY THOMAS F. ST. MAXENS, ST. MAXENS & CO.)

This statement is submitted on behalf of Mattel, Inc. in connection with the Feb-
ruary 10 hearing conducted by the Senate Committee on Finance regarding the im-
plications of the November 1999 WTO Ministerial Conference in Seattle on the U.S.
trade agenda. As part of efforts to move forward with the U.S. trade agenda in the
aftermath of the Seattle WT'O meeting, Mattel strongly supports the initiation of a
new round of multilateral trade negotiations under the W‘I‘(P.). Furthermore, in order
to achieve immediate benefits under this round, Mattel urges the quickest possible
conclusion of the Accelerated Tariff Liberalization (ATL) initiative currently under

tiation in the WTO.

eadquartered in El do, California, Mattel is the world’s largest toy com-
pany with 1999 sales of $5.5 billion in over 150 countries. Mattel has 31,000 em-
ployees, of whom 7,700 are in the United States. .

Mattel and other U.S. manufacturers of toys are among the most competitive in
the world, and would stand to reap major benefits from the further dismantling of
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global trade barriers through the initiation of a new round of WTO negotiations.
Also benefiting directly from a reduction of trade barriers would be the 33,700 U.S.
workers emgloyed by the U.S. toy industry.

The U.S. toy industry achieved its position as the world’s leader by combining
high value added domestic operations, such as product design, engineering and stra-
tegic marketing, with substantial production overseas as well as in the United
States. As a result, a large portion of U.S. toy companies’ product lines are manufac-
tured overseas, but even those toys incorporate important U.S. value. In the case
of Mattel, that value includes the critical functions of product conceptualization and
design, design and development engineering, and strategic marketing that are per-
formed for the company’s worldwide operations by the 2,000 workers at its El
Segundo headquarters.

With only 3 percent of the world’s children living in the United States, U.S. to
companies must turn increasingly to foreign markets for industry growth. Althoug]
the United States has the largest toy market in the world, the growth in domestic
sales by U.S. toy companies has been modest in recent years, reaching $21 billion
in 1998. However, sales by U.S. toy companies in foreign markets (including U.S.
exports and sales by overseas subsidiaries) have expanded at a rapid pace, totaling
an estimated $5.5 billion in 1998.

While the toy industry has been successful in penetrating overseas markets, that
growth frequently has been limited by significant trade barriers. For example, most
major developing country markets throughout the world are protected by tariffs of
20 percent or more on toys. These high tariffs will remain in effect even after the
full implementation of all concessions from the Uruguay Round of multilateral trade
negotiations concluded in 1994. o

In addition, while the United States, the European Union, Canada, Japan and
Korea agreed to participate in a zero-for-zero agreement on toys under the Uruguay
Round, this agreement left much to accomplish. While the United States imme-
diately eliminated its tariffs on all toy categories, the other four countries partici-
g:)ting in the zero-for-zero agreement on toys excluded several major toy categories

m their tariff elimination commitments, or utilized long phaseout geri s for
these toy categories. As a result, these developed countries have continued to impose
significant tariffs on toys.

In an effort to build on the Uruguay Round zero-for-zero agreement on toys,
Mattel and the rest of the U.S. toy industry in 1996 enlisted the aid of the U.S.
government to secure the inclusion of toys in the consultations on early voluntary
sectoral liberalization (EVSL) conducted under the auspices of the Asian-Pacific Eco-
nomic Cooperation (APEC) forum. APEC leaders in 1998 then forwarded these
EVSL talks, which cover toys and seven other sectors, to the WTO for final agree-
ment as the Accelerated Tariff Liberalization (AT]) initiative.

This ATL proposal calls for the progressive elimination of tariffs on all toys,
games and festive articles (HS 9501-9505). Negotiators have pressed hard to ensure
that participating countries do not exclude selective product categories, and instead
have sought to address import sensitivity problems through the deferred staging of
tariff eliminations rather than through product exclusions. Under the most recent
“flexibility” proposal, developed countries would be required to eliminate tariffs on
most toys no later than 2005 (with final elimination of tariffs on remaining products
by 2006), while developing countries would be required to eliminate tariffs on most
toy categories by 2006 (with final elimination of tariffs on remaining products by
2007). Many countries have tabled offers calling for them to eliminate most or all
of their tariffs on toys in the year 2000. i

Given the importance of the ATL initiative to Mattel and the rest of the U.S. toy
industry, it is critical that WTO negotiators reach a final ATL agreement as soon
as possible. Mattel also supports the initiation of a new round of WTO negotiations
to address areas such as electronic commerce, intellectual property protection, and
business facilitation (such as customs harmonization -and simplification). Further-
more, this new round would provide an opportunity to seek the elimination of any
foreign tariffs on toys that remain following the completion of the ATL agreement.
These would include tariffs maintained by those countries that did not participate
in the ATL agreement (which is expected to include virtually all of Latin America),
as well as any exceptions taken by participants in the ATL agreement.

In conclusion, Mattel supports the initiation of a new round of WTO negotiations,
and the immediate conclusion of the ATL initiative as part of this round, in order
to forward the U.S. trade agenda.
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STATEMENT OF THE NATIONAL ELECTRICAL MANUFACTURERS ASSOCIATION
[SUBMITTED BY MALCOLM O’HAGAN]

Dear Mr. Chairman: The National Electrical Manufacturers Association (NEMA)
asks you to strongly ggs the Administration to pursue multilateral tariff elimi-
nation for electrical r ucts, be it via the energy sector of the WTO Accelerated
Tariff Liberalization (ATL) initiative, or via regional groups and/or other opportuni-
ties as they arise. NEMA reaffirms this position despite the failure of the Seattle
WTO trade ministers meeting to launch a new WTO negotiating round. Qur position
is explained more fully in the remainder of this letter, which I request that you add
to the record of your February 10 hearing on the Seattle ministerial -

NEMA is the st trade association representing the interests of U.S. electrical
industry manufacturers. Founded in 1926 and headquartered in Rosslyn, Virginia,
ita more than 500 member companies manufacture products used in the generatio
transmission, distribution, control, and use of electricity. These products, b u&
large unregulated, are used in utility, industrial, commenrcia), institutional and resi-
dential installations. Through the years, electrical products built to standards that
both have and continue to achieve international acceptance have effectively served
the U.S. electrical infrastructure and maintained domestic electrical safety. Annual
shipments total over $100 billion in value.

perspective may be summarized in the following points:

¢ The US electrical products industry is extremely disappointed in the failure of
the Seattle WTO meeting to reach agreement on the basis for a new round of
ﬁl_%bal trade negotiations.

MA'’s members are particularly disappointed in the failure to reach any
agreement on improvement of industrial market access through a multisectoral
accelerated tariff liberalization process (ATL) as pm%sed by the United States -
and other APEC members. As noted in a Commerce Department document pre-
pared before the Seattle negotiations, the value of US exports in our sector
ﬁlone that l(l>oulcl have been positively affected by such an agreement is $40 bil-

on annually.

o NEMA urges the US government to expeditiously work with the other APEC
ATL sponsors to eliminate tariffs on the products listed in the 1998 APEC En-
ergy Sector Initiative (ESI). Such an agreement should include all products that
are used in the generation, transmission and distribution of electricity as de-
fined in ATL’s Energy Sector.

» Such agreements could be part of a larger multisectoral package as originally
envisioned, or they could be contained in a single, sectoral agreement, such as
the recent Information Technology Agreement.

¢ While NEMA does not propose to limit the geographical coverage of such agree-
ments, in view of the present uncertainty regarding the launching of the new
WTO round we would urge that alternative regional asreements again be ex-
plored. This would include revival of the APEC ESI and sectoral liberalization
within FTAA negotiations. In pursuing such regional arrangements, we would
urge that they be espanded to include the European Union. lndee(f, any such
arrangem:lr‘xits alil(:o‘ulin be open-ended, so that additional countries or regional

ups o' join.

Thg:.z;kp;ou for your consideration of these remarks. NEMA has greatly appre-
ciated your leadership on trade matters, and we look forward to continued collabora-
tion on tariff-related initiatives.

STATEMENT OF U.S. INTEGRATED CARBON ST.EEL PRODUCERS

This statement sets out the views of the five major integrated U.S. producers of
carbon steel products—Bethlehem Steel Corp., U.S. Steel Group, a unit of USX
Corp., LTV Steel Co., Ispat Inland Inc.,, and National Steel Corp.—on the need for
the Administration to strongly adhere to its position that the Antidumping
Agreement will not be subject to future bilateral or multilateral trade negotiations.
As the recent steel import crisis has demonstrated, strong, effective and vigorously
enforced trade laws are necessary to ensure that American industries and workers
are not left defenseless inst unfairly traded imports. Moreover, the unfair trade
laws are essential to taining an open market policy in the U.S,, and encour-
aging the same abroad. .

In the months leading up to the WTO Ministerial conference, the Administration’s
firm position was that the WI'O Antidumping Agreement would not be the subject
of negotiations. For instance, in its 1997 of fast track legislation, the Com-
mittee on Finance stated that negotiations sheuld focus on enhancing enforcement
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of existing international disciplines against unfair trade practices such as dumping
and trade distorting subsidies. The Committee did not intend that U.S. negotiators
use their authority to permit the weakening of the ability of U.S. trade laws to deter
such practices. The Administration’s actions in following through on its commitment
to keep the renegotiation of our trade laws off the table is recognized and appre-
ciated. At the same time, it remains vital that this position be re-affirmed and it
aattli:e ctlr(;ag tl.; our trading partners that the United States will not discuss changes
e e laws.

REASONS FOR THE OUTCOME OF THE WTO MINISTERIAL

The setbacks resulting from the WTO Ministerial conference in Seattle were
caused by many substantive and logistic impediments which made the successful
conclusion of negotiations difficult. The positions of our major trading partners, par-
ticularly the European Union and Japan, were untenable and a consensus with de-
veloping countries on the implementation of existing commitments was not reached.
There i8 a general consensus, however, that the negotiations did not stall because
of the American position on the antidumping and anti-subsidy rules. The U.S. posi-
tion was set forth clearly and did not undermine efforts to begin a round on those
issues ripe for negotiation by the WTO.

FURTHER ATTEMPTS TO ERODE AMERICAN TRADE REMEDIES

In the past few years, the U.S. integrated steel industry has been seriously in-
jured by unprecedented surges of unfairly traded imports. In particular, countries
which have recently suffered severe economic consequences—Japan, Korea, and
Russia—have continued to tarFet the U.S. market with dumped and subsidized im-

rts. Often, these countries also benefit from protected home markets, thus exacer-

ating the effect of their unfair trade practices. The American industry’s last line
of defense ai‘ainst these illegal trade practices are the antidumping and anti-subsidy
trade laws. Foreign unfair traders realize that the only significant obstacle to unfet-
tered abuse of the U.S. open market is the trade laws. Their goal is to reopen the
antidumping and anti-subsidy agreements in order to weaken them. The U.S. gov-
ernment correctly withstood these pressures.

In light of their failed attempts, other countries, particularly Japan and Korea,
are now trying to achieve through the WTO dispute settlement system what they
could not achieve through multilateral negotiations. For instance, Japan has re-
cently filed a comi)laint with the WTO concerning American antidumping measures
on hot-rolled steel, and has threatened to file further WTO complaints concerning
additional trade law cases duly resolved under the U.S. law consistent with our
WTO obligations. The long and arduous WTO dispute settlement process has been
initiated by the very same dparties which have engaged in the unfair trading of steel.
Rather than accept the orderly rule of law they seem determined to continue to liti-
gate in defense of their own wrongdoing.

Japan's objective in filing these complaints is to achieve the weakening of U.S.
trade laws t they were unable to achieve in the recent WTO Ministerial. The
U.S. government must aggressively defend the trade laws enacted by Congress and
administered by the Executive Branch and courts against this pernicious assault
through the dispute settlement process. Allowing these laws to be weakened
only favors those countries that benefit from their closed markets; strong trade laws
are necessary to ensure open and fair trade worldwide. Further, re-opening the
WTO agreements after our position leading up to Seattle was made clear, and after
complicated negotiations were concluded during the Uruguay Round, would only
serve to diminish the credibility of U.S. negotiators among our foreign counterparts.
The Co s too must re-affirm its position that it will not accept agreements that
require ¢ es to the U.S. antidumping laws.

AMERICAN STEEL COMPANIES AND WORKERS NEED STRONG REMEDIES AGAINST UNFAIR
TRADE

The American steel industry and steelworkers are seriously injured by unfair
trade. American steel companies have invested over $50 billion to improve their
plants and equipment. American steelworkers suffered the loss of over 250,000 jobs
as the companies and labor worked together in the 1980’s and early 1990’s to re-
structure the industry and make it the most efficient in the world. After having
made the necessary investments to modernize the industry, American steel compa-
nies and workers are now being seriously injured once again. Since the beginning
of the current import crisis, over 10,000 good U.S. steel jobs have been lost. The
industry has suffered five bankruptcies since the import crisis befgan. As confirmed
by the International Trade Commission’s affirmative findings of injury in the re-
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cently filed hot-rolled and cut-to-le plate cases, and the high dumping margins
and coun duty rates fo by the Commerce Department, dumped and
subeidized fi steel are eauai:f this damage.

As a result of the petitions filed by the domestic industry, pursuant to the same
antidumping and anti-subsidy laws that our competitors seek to renegotiate, only
now are we to see market adjustments as foreign imports must be sold
at fair prices. Without the full force and effect of these laws, every indication is that
massive foreign dumping and subsidization would persist, and cause greater injury.
In short, er erosion of our trade laws would lead to further injury to the domes-
tic steel industry and its workers.

THE GLOBAL TRADING SYSTEM NEEDS STRONG ANTIDUMPING AND ANTI-SUBSIDY LAWS

The antidumping rules are at the very foundation of the WTO and an essential
element of the multilateral trading system because illegal trade practices distort the
marketplace and do not allow for the benefits of fair and equitable global competi-
tion. The original GATT stated in Article VI that “dumping ...is to be condemned
if it causes or threatens material injury to an established industry in the territory
of a contracting party or materially retards the establishment of a domestic indus-
try.” Strong antidumping and anti-subsidy rules are essential if global and regional
open market policy objectives are to be achieved and maintained. Maintaining open
trade requires the enforcement of fair trade.

For these reasons, the current WTO unfair trade rules were comprehensively ne-

tiated and concluded only after spending substantial effort and resources during

e Uruguay Round. These rules were designed to ensure a basic level of fairness
and to prevent abuse by countries with closed markets of other countries’ open mar-
ket policies. But these rules have barely been tested and certainly have not proven
to be defective. Re-opening negotiations on these laws would only undermine con-
fidence in the WTO system and future negotiations.

CONCLUSION

The United States has consistently made clear that the WI'O’s antidumping rules
would not be subject to negotiation. Co ss has also emphatically stated its posi-
tion that the trade laws shall not be undermined by international negotiations. We
commend this continued strong commitment to maintain effective disciplines
against unfair trade. American industries, and the global trading system as a whole,
will suffer irreparably if the terms of the antidumping rules are renegotiated.

O



