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MARKET ACCESS ISSUES FOR U.S.
AGRICULTURAL EXPORTS

THURSDAY, MAY 15, 1997

U.S. SENATE, -
SUBCOMMITTEE ON INTERNATIONAL TRADE,
COMMITTEE ON FINANCE,
’ - Washington, DC.
The hearing was convened, pursuant to notice, at 2:30 p.m., in
room SD-215, Dirksen Senate Office. Buildin , Hon. Charles E.

___Grassley, (chairman of the subcommittee) presiding,

Also present: Senators Murkowski, Baucus, Graham, and Kerrey.

This is the first meeting of the International Trade Subcommit-
tee for 1997. Today the subcommittee will hear testimony on mar-
ket access issues for U.S, agricultural exports.

f course, everybody knows, I am sure, that agriculture is a
shiping star of our trade relationship with the'rc_est of the world.

services in 1996, trade in agriculture enjoyed a rather healthy sur-
plus, and another surplus year. :

In fiscal year 1996, the U.S. exported just under $60 billion of
agricultural ‘?roducts, and the surplus in agriculture trade was

poised, I think, to do even better. ,

Obviously, I hope we are poised and will actually do better.
Farmers are currently in the second year of the new 7-year farm
?rogram. This new program has freed American farmers to produce
or the flobal marketplace.

We eliminated the tight planning restrictions that Washingten
has placed on farmers for the past 60 years, and we removed out-
dated supp%y management provisions that required farmersto idle
productive armlan‘f. ' 4

(1)



Our foreign competitors loved, of course, these old provisions of
our farm law because whenever we took land out o production,
they would respond by planting more and supplying the global de-
mand, of course, at the expense of our farmers.

But our new farm bill and program sends a very clear message
to our competitors, and that is that-the American farmers are
ready to fight for every sale in any market anywhere in the world,
and that we are prepared to meet tHat demand as well.

Now that our domestic farm policy is designed t6 promote ex-
ports, we need to focus our attention then on foreign barriers to
trade. I know that we have had good people focused on this even
while we were developing our farm bill.

But it is even more important now, because here we have an op-
* portunity to take off with a farm program that meshes well with
our trade program, because American farmers can continue to
produce the highest quality products at competitive prices, and
that puts us in a good position. ,

So if, in. this situation, we have obstacles raised by foreign gov-
ernments and if these obstacles persist, farmers then, as a practical
matter, will not have meaninggll market access. Both the North
American Free Trade Agreement and the Uruguay Round Agree-
ment under GATT have helped reduce barriers to U.S. agricultural
exports.

Not a studied statement, but my recollection of all of these, is
that there was more progress made in agriculture in this latest
round than any other like agreement in the history of GATT. At
least, it is a very tremendous advancement.

But I still say, even with this, we have a lot of work that needs
to be done. This should be in terms of implementing and expanding
our existing agreements, as well as reaching new free trade agree-
ments.

The witnesses that join us today will tell the committee what
work still needs to be done. I think we're going to hear testimony
about the unique trade barriers erected against genetically-modi- -
fied crops, and we will also hear ahout two recent actions that may
open European markets to U.S. meat, the Veterinary Equivalency
Agreement, and the WTO panel decision on beef hormone.

Finally, the third panel will focus on how future negotiations and
agreements could affect agricultural exports. Ruture negotiations
may include NAFTA expansion, China’s accession to the World
Trade Organization, and the 1999 agriculture talks at the WTO.

So, now I want to call my first panél. If other colleagues come
and want to speak, I'll let them do that as part of their questioning
period, so we can proceed.

Our first panel is Ambassador Jeff Lang, Deputy U.S. Trade Rep-
resentative, and Mr. Paul Drazek, Special Assistant to the Sec-
retary of Agriculture. '

I thank you. ‘

Ambassador LANG: I understand, Mr. Chairman, that Mr. Drazek
- is on his way, but stuck in traffic.

Senator GRASSLEY. Yes. Let me compliment you, Mr. Ambas-
sador. I have seen you operate in the world community at meet-
ings, I have seen you very busy here on the Hill. There are a lot



of accusations that are sometimes made against public servants
and civil servants as well.

I know you are an appointed person, but you are & person that
puts in long hours, here or around the world. You are on the road
all the time. You just ought to be complimented for the hard work
you put in to the job you do, and we ought to remember your fam-
ily, that sacrifices’in the process as well.

Ambassador LANG. Well, I appreciate that, and so does my wife.

I should say, by the way, before beginning, how important our
cooperation with this committee has been in this period of imple-
menting these Uruguay Round agreements. Your staff has always
been available to us, you have always been available, and that is
enormously important. . .

Assuming my colleague Paul Drazek shows up here, our coopera-
tion with USDA is a critical element of moving forward on trade.
They are with us every step of the way. The relationship begins
with Secretary Glickman and Ambassador Barshefsky, and works
right down through the staff and I think that is helpfui to the peo-
ple of this country because we should not be ‘working at cross pur-
poses, and we are not. -

While we are com‘)limenting people, I also ought to compliment
the industry. Agriculture people are there when we need them in
these negotiations. They actually travel with us to the foreign sites,
they are creative, they give us a real measure of what is going on
in the marketplace. We would be blind hogs looking for an acorn
if we did not have those folks along.

Senator GRASSLEY. Yes. On the point you Just made, an example
of what you just said of agriculture as an industry or agri-business,
both farming and the production of input as well as output, is kind
of quantitatively stated as a large percentage of the Americans that
were at the Singapore World Trade ministerial, where agriculture
" was very well represented there.

Ambassador LANG. Yes, sir, they sure were. It does make a dif-
ference. I mean, our trading partners know how this political sys-
- tem works.. When members of Congress like you are there, and
when our business people are there, they know we are serious
about a subject. ‘

I think that helped us achieve an important advance at Singa-
pore, which ‘was to be able to get agreement that we would begin
exchanging data ‘and analysis essentially now so that when nego-
tiations begin, as they are scheduled to in 1999, no one will have
an excuse for not beginning those negotiations. That was an impor-
tant accomplishment in Singapore, although it will not pay a divi-
dend for a while yet.

Senator GRASSLEY. I would like to have you start. Maybe before
ou should, I should take care of a little administrative stuff. Num-
er one, for all of the witnesses, including Ambassador Lang, we

will have your statement in total printed in the record. We would
ask you to summarize. :

We would also want to su%Fest that, since some members have
conflicts, both from me as well as other members of the committee
there may be some questions that will have to be submitted for an-
swer in writing, and we would appreciate your accepting those, re-
sponding to them as quickly as possible. And I do not say that just
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to you, Mr. Lang, I say that to all of the people who will be testify-
ing today, and I will not have to repeat it again. Thank you. - -

STATEMENT OF HON. JEFFREY M. LANG, DEPUTY U.S. TRADE
REPRESENTATIVE, WASHINGTON, DC

Ambassador LANG. Thank you, sir, We will be happy to do that.
It is J)articularly easy for me to shorten my statement, because it
sounds a lot like your statement. It is clearly the case that we have
some terrific agricultural success statistics. They are laid out in my
testimony.

But when we are talking about every other row of wheat, every
third row of soybeans, 57 percent of rice acres, one-quarter of corn
acres being exported, those kind of data, we know we are having
a successful period. You are absolutely correct that we are running
a trade surplus in agriculture, $26-$27 billion last year, something
on that order.

Our consumer-oriented agricultural exports are reaching new
highs. Our fresh, frozen, and chilled red meat exports are reaching
new highs, even poultry is. That is $2.25 billion, maybe a little
more than that. There is, I think, a relationship, as you suggested,
between these increased exports and our use of the WTO agree-
ments.

And I would just like to give you a couple of examples. One I
think that is pretty clear is pork in Japan. We had a very difficult
negotiation there at the end of the Uruguay Round, and today our
pork exports in Japan are up about 60 percent, as opposed to the
end of the round.

Another good example is oranges and grapes in Korea. Our grape
- exports to Korea quadrupled as a result of this agreement; orange
exports went from $1.7 million to about $14 million today. There
are lots of success stories like that. Many of the success stories are
in markets where we never had any sales at all in Asia, even in
Latin America, and increasingly so in Europe.

I think one of the most important agreements which we might
want to talk about in the questions and answers a little bit is this
sanitary and phytosanitary agreement, because it has such an im-
pact on a growing and disturbing trend today to use these health
reatrictions in a protectionist manner. We think that agreement
desls with that constructively, and I would be glad to discuss it in
more detail in the questions and answers. )

I also think an important aspect of the WT'O which is not often
recognized outside of the agricultural community is the committee
system. We are using the WTO Committee on Agriculture to pur-
sue member country practices where they are not fully living up to
Uruguay Round obligations. That gives us an opportunity to bring
the peer pressure of the WTO' on countries that need to move to
open their agricultural markets.

It is quite an effective forum, particularly where things like tariff
rate quotas have not been opened up, or they are administered in
such as way as to deny the real benefit of the agreement. Commit-
tee pressure can be very effective, and often faster than using dis-
pute settlement.



. Of course, we have not hesitated to use dispute settlement in ag-
riculture, often on our own initiative, without requiring a 301 peti-
tion. We have often settled these cases on a favorable basis.

. To me, there is at least an early indication—we are very early
in the process—that the dis%\ute settlement system does have a sig-
- nificantly greater amount of pressure on our trading partners com-
pared to the old GATT system, mainly because it cannot be stalled.

Now, finally, as you said, we are not nearly done. We have at
least three broad areas of current and future work on agricultural
mar:\:et access.

First, on that Committee on Agriculture, we have to continue to
put pressure on our trading partners to fully implement their com-
mitments and to address some of these emerging issues: state trad-—"
ing is one of them; domestic support, which can be abused in such
a way as to distort trade; I mentioned tariff rate quota administra-
tion. So, the committees are an important thing.

Second, we have to look at the WTO gaccessions. We have about
30 accessions pending to the WTO. There are now 123 or 124 mem-
bers. Agriculture has to be an essential element of all of those ac-
cessions. It has to be resolved or the United States will not be able
to nupport an accession.

Third, we have to think in terms of that new negotiation on agri-
culture that begins in 1999, and that means that the process of re-
form has'to accelerate. The faster we can get that moving, the more
data that is exchanged, the more analysis, the greater the founda-
tion that is laid for that negotiation, the more likely we are to be
able to have an early success.

I should mention our regional initiatives, because they can be an
important incentive to opening markets. Charlene Barshefsky is,
today, in Brazil, working on the FTAA with our trading partners
down there. i

Three hemispheric working groups have been created that will

focus directly on agricultural interests, one on market access, an-
other on sanitary and phytosanitary issues, and a third on anti-
dumping and countervailing duty issues and subsidies.
. We will ensure that the work done by these working groups re-
flects the strong support for agricultural trade interests that you
have seen throughout the administration. We think moving for-
ward with them in this FTAA is a very important part of the proc-
ess.

We also had good meetings last week in Montreal, with the 18
trading partners in APEC. There ate opportunities to move forward
there. About 43 percent of our agricultural exports go to: Pacific
Rim countries, so meeting that goal of 2010 for industrialized coun-
tries and 2020 for developing countries is very important. ,

So I think we have a good story to tell both the committee and
the administration on agriculture, but a great deal of work to do
and we will need your help and support in accomplishing those ob-
jections.

I will be glad to answer any questions you have.

Senator GRASSLEY. Thank you, Ambassador Lang.

['I?dhe ]prepared statement of Ambassador Lang appears in the ap-
pendix. ;

i
.
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Senator GRASSLEY. We will now go to Paul Drazek. I have intro-
duced Bou already to the audience.

Mr. DRAZEK. Tﬁank you. -

Senator GRASSLEY. So I will not have to go through your position
and all the things like that. Please proceed.

STATEMENT OF PAUL DRAZEK, SPECIAL ASSISTANT TO THE
SECRETARY, U.S. DEPARTMENT OF AGRICULTURE, WASH-
INGTON, DC, ACCOMPANIED BY CHRIS GOLDTHWAITE, GEN.-
ERAL MANAGER -

M{f DRAZEK. Thank you, Senator Grassley. I appreciate that very
much. _

1, first, want to apologize for being late. I was quite incensed by
having to be stuck in a motorcade blockade, until I realized it was
the President that I was waiting for. [Laughter.] .

Mr. DRAZEK. I cannot be incensed over that.

But it is a pleasure to be here with you today to talk about ac-
cess issues in agricultural trade. I am not going to spend a lot of
time going through my {tesentation. You have my prepared re-
marks, and Ambassador ang has already mentioned a number of
things that I would raise anyway. . ’

But just a few observations about where we are on some of the
issues that we have been dealing with. First, it is important for ev-
erybody, I think, to realize that $60 billion worth of trade in agri-
cultural exgorts and agricultural ;l)_lroducts is an all-time record.

I think that is attributable to the trade agreements we have en-
tered into in recent %ears, tearing down government-imposed mar-
ket access barriers. The $27 billion in trade surplus that has been
generated by that makes the agricultural sector the largest contrib-
utor to our U.S. trade balance.

Having said that, a lot of that is due to the work of the NAFTA
and the Uruguay Round. Both of those agreements, I feel, are just
a first step. We still have a long way to go in a lot of different
areas. ~ : :

I guess what I would say is, since tite end of those two negotia-
tions our focus at the Department of Agriculture has been on-three
issues, three things. One, is ensuring that our trading partners live
np to their commitments in those agreements. :

The second one, is removing burdensome regulatory restrictions
on trade which frequently take the form of unjustifiable sanitary
and phytosanitary requirements. The third issue, is negotiating ac-
ceptable terms of accession with countries such as China, Taiwan,
and Russia, those countries who wish to join the World Trade Or-
ganization.

I mentioned the aggregate numbers, exports $60 billion, they tes-

%our farmers, our ranchers, and our a i-busi-
nesses in taking advantage of the new markets open to them by
the previous trade agreements, .

But they are really a compilation of many, many individual suc-
cess stories. I would like to take just a minute here to go through
a few examples of some recent agreements that we have managed
to negotiate, which I believe will result in success stories in the fu-
ture. These are things that are not being reflected yet in $60 worth
of trade, but should expand exports in the future, - ,
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I realli\": get the feeling sometimes that the mood in the country-
side is that the trade agreements have not been effective and we
have not been doing as good a job as we could in trying to open
up mquets around the world and ensure that countries fulfill thejr
commitments once we have reached agreements, i

We were successful earlier. this year in convincing Korea- to

e did not actually have to go to dispute settlement, we simply
had to request the consultations and have a series of consultations,
and we were successful in that matter. ,

Japan, as you may remember, opened its market to tomatoes ear-
lier this year. In February, Mexico agreed to open its market - for
cherries from California, Oregon, an Washington. That was fol-
lowed by an agreement with Mexico in a pilot work plan for peach-
es and nectarines that may eliminate the need for fumigation in
the future. :

During the recent U.S.-Mexico Binational Commission meeting in
Mexico, we were able to obtain approval by Mexico of a work plan
to open the Mexican market to citrus from Arizona and Florida for
the upcoming crop. It is important to recognize that both Texas and
California had already been opened in Mexico.

This week we announced new market access agreement with
Chile for several fruits, and another agreement with China for
grapes. Last month we negotiated an agreément with the European
Union to implement a cumulative recovery system for rice tariffs,
and a special tariff arrangement for malting barley.

Finally, two weeks ago we reached an agreement with the EU on
veterinary equivalency. That agreement, we believe, will be an op-
portunity to eliminate a number of unnecessary inspection require-
ments that have restricted trade in meat products for many, many
years. .

I would like to say one or two additional things about that par-

~ ticular agreement. I was directly and heavily involved in that for

many months. We think that that agreement will open opportuni-
ties for red meat and preserve most reexisting trade in products
such as pet food, dairy, and e% products. We think in the short
term the U.S. pork industry wil %)e the biggest beneficiary.

Unfortunately, we were unable to resolve all the issues in the
poultry sector. As a result, we could lose as much as $50 million
worth of dnnual exports of poultry meat to the EU. We see this as
completely unacceptable and we will continue to pursue a solution
to the problem under the overall framework agreement.

Our poultry products are required to meet strict U.S. standards
for cleanliness, even if exported to countries that have lower stand-
ards. It is ironic that the reason our ex orts are blocked is that
U.S. processors who might be able to pro uce a product that would
comply with EU requirements proba ly cannot meet higher U.S.
standards and, therefore, they cannot export.

Ambassador LANG DID NOT SAY ANYTHING ABOUT THE HORMONE
ISSUE, AND MAYBE THAT WAS INTENTIONAL. But ma be I will just

say a word or two about it, since it has appeared in the press.
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We did receive a.preliminary report from the dispute settlement
Fanel ldoking at the hormone ban, and it is a preliminary, con-

idential report. We are not supposed to talk about it publicly.

In this public forum it makes it a little difficult, gut I think it
is fair to say that we continue to believe, even after we get the final
report from the panel, that it will show that the European ban is
inconsistent with its obligations in the WTO. "

There are a number of other issues that we are working on. Bio-
technology is one that we might want to ask some questions about.

The’last thing I would just mention, and Ambassador Lang did
mention it as well, the importance to us of the next round of nego-
tiations. You ‘may remember, in the Uruguay Round Agreement
there was commitment by all countries to un ertake new negotia-
tion starting in 1999 in agriculture, and we see this as an oppor-
tunity to continue the process of reducing, and even eliminating,
barriers to our exports around the world.

Once again, I thank you for the opportunity to be here today, and
I am sorry again for being a little late.

[The prepared statement of Mr. Drazek appears-in the appendix.]

Senator GRASSLEY. I am going to accommodate my friend from
Alaska before I ask questions. I will also accommodate you, if you
want me to, before I ask questions.

Senator BAucus. Yes. ‘ ‘

Senator GRASSLEY. All right. I know that maybe my colleagues
are under a tight schedule, and I appreciate their coming. To the

. extent to which I can do that, I want to.

Would you go ahead?

OPENING STATEMENT OF HON. FRANK H. MURKOWSKI, A U.S.
SENATOR FROM ALASKA

Senator MURKOWSKI. Thank you very much, Senator Grassley.

Let me commend you. I think this is the first trade hearing by
the subcommittee in the 105th Congress, and I appreciate your ini-
tiative.because I think it is very important that members of the Fi-
nance Committee express their views relative to trade and restric-
tions on trade.

I am told that roughly half of the foreign trade barriers are in
the agriculture area. Seafood exports, as you know, Mr. Chairman,

. are covered by the FDA and not the Department of Agriculture, but

I still think they are appropriate to raise at this hearing because
a lot of the issues cover the same health standards, and so forth.

I noted in your panel you have got expertise in meat, pork, soy-
bean, et cetera, so I thought maybe I would give you a little surf
and turf, if that is permissible.

Senator GRASSLEY. And remind me of shortcomings in the proc-
ess.

Senater MURKOWSKI. I just wanted to make sure that some of
the issues of note were brought out, and particularly I was inter-
ested in what the status of the World Trade Organization’s acces-
sion negotiations between the United States and the PRC are on
the issue of seafood. I am interested in the tariff on salmon ex-
ports, which I understand are currently subject to tariffs of 30 per-
cent or higher.



I have got a resolution from the city of Ketchacan relative to, Pa-
cific canned salmon sold to China is not only subject to a 30 per-
cent import tax, but a 17 percent value addec{ tax, which makes an
effective tax rate of about 52 percent. The Chinese tariff exceeds
Japan by about 47 percent. I would encdourage, in your negotiations
and as we reflect on our relationship with China, to recognize that
that is unreasonable. o

I would also like to remind the witnesses, Mr.” Chairman, that
many of the issues discussed today apply equally, if you will, to fish
and conventional agricultural exports as we know them. S

I commend you again for your aggressive pursuit in condemning
gractices in countries which block imports using, in many cases,

ad science to iiustify excluding a product for so-called health rea-
sons, when, in fact, they are protecting their domestic industry.

We exported about $1.5 billion worth of seafood in 1995 and it -
is higher than that in 1996, primarily in Japan, South Korea,
China, and Taiwan. These markets have been very receptive,

But I want to mention one issue in particular, again, the imports
of fish to China and the potential that we have there and the fact
that China still maintains those unfavorable tariffs on seafood
products. ' ,

I wanted to raise this issue here because I think it is appropriate
to talk about seafood as we address agricultural exports because
they play a very important role in our foreign trade, and particu-
larly as those of us who are on the coastal areas and are suppliers
of seafood products have a tremendous stake in this effort as well.

So is there any reason that the Chinese give you for that exorbi-
tant tariff? , ’

Ambassador LANG. We have a team in China this week, Senator,
and I think China may very well be the next major market in Asia
for, particularly, salmon. But the duty of 30 percent which you
mentioned is extraordinary, and it has obviously got to be one of
our major priorities. The Chinese have shown a willingness to re-
duce the tariff on salmon. Our objective is 10. I will get a report
fi"om the team early next week on how far they have moved on
that. o

I agree about the related issues on China as well. They need
greater transparency in their application of the duties so that ex-

orters know what they are dealing with. They have a lot of cum-.
gersome and unnecessary tariffs. They have value added taxes.
They also have provincial taxes, which get in the way of things
moving around within their econoiny. Those kinds of things will
have to be eliminated or reduced in order for them to get in.

Senator MURKOWSKI..I appreciate those assurances. .

Ambassador LANG. We will be glad to work on it. e

Senator GRASSLEY. Thank you. If my colleagues are under time
constraint, I want to accommodate you too. Otherwise, I would like
t% st?irt the questioning. But, if you are under time constraints, go
ahead.

Senator BAucus. That is very generous of you, Mr. Chairman. In
fact, I do have a constraint which begins in about one minute.

Senator GRASSLEY. You go ahead. v .

Senator BAuCUS. Thank you very much. -
Senator GRASSLEY. Senator Graham, the same thing for you.
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Senator BAuCUS. Gentlemen, as you well know, agriculture is a
rositive side of our trade balance because we export about $59 bil-
ion and import about $35 billion roughly, with a $120 billion over-
all trade imbalance.

The questions I have are several. One, is will the government,
particularly USDA, really put the European's feet to the fire in the
wake of the WTO decision on the beef growth hormones?

Can I get some assurance that we are going to make the Euro-
peans follow through very quickly on the results of that WTO deci-
sion, which now finally confirms an allegation that we Americans
were making for years upon years, that there is no health problem
with growth hormones in American beef?

Ambassador LANG. Yes, Senator. I do not think you will have a
problem with any of us on it. We were enthusiastically pushing
them all along.

This is an interim report, as Mr. Drazek said before you came
in the room. That means we have to wait until it is finalized; there
is a period for us and the EU to comment.

Normally this would not have become public, and it is unfortu-
nate for the process that it did. But now that it has become pubilic,
we need to work to assure that the substance of the decision re-
mains the same on final, and then to push the Europeans to imple-
ment it. I think your question is well taken, because that will not
be easy. But you will not have any problems with us.

Senator BAucus. With respect to Canada, I must say that a lot
of us in our part of the country feel that it is a one-way street. That
is, we accept a lot of live cattle, in particular, from Canada. Canada
has sanitary and phytosanitary restrictions on American cattle,
particularly live cattle, going up into Canada.

As you well know, there is this Northwest pilot project which I
think was contained in NAFTA. If you could just briefly comment
on what pro%-ess we are making to address the imbalance in live
cattle trade between the United States and Canada, and second,
the degree to which the Northwest pilot project is a potential solu-
tion to particularly the health provisions.

Mr. DRAZEK. I will make a comment or two. Yes, we are well
aware of that. We have been talking to the livestock industry here
in the United States, cattlemen in particular, for some time about
that pilot project. It is of keen interest to us. We keep pushing the
Canadians at every opportunity. I think the feedback we are get-
ting from them is that they are intending to implement that, in
. fact, a recent meetinF.

I apologize. I should have introduced Chris Goldthwaite, the gen-
eral sales manager. He came with me., Some of these questions
might be somewhat technical and he is an expert in most of them.
He may want to add comments as well.

But in recent meetings with the Canadians we have been given
indications that they are prepared to move that issue forward.

Senator BAucus. If you could push quickly. I think that is a po-
tential solution because it is solution where groups are finding an
agreed-upon solution themselves rather than a top-down imposed
solution and, therefore, has a lot of, I think, promise.

Third, very briefly—Mr. Chairman, I appreciate your indulgence
here—with respect to China and China’s potential and eventual ac-

-\
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cession to the WTO, I am just quite concerned that our negotiators
are not going to push as hard as they should on agricultural provi-
sions. For example, the Chinese may reduce or eliminate tariffs,
but continue to block exports, for example, from the United States
by approving a few shipments.

Also, as you know, they are causing tremendous problems for
northwest wheat with respect to fungus. What assurances can you
give us that we are going to be tough and we are not going to let
the Chinese get away with things that they otherwise might get
away with?

Ambassador LANG. Well, let me say two things about that. One,
is in order to have U.S. support for joining the WTO, China is
going to have to do two basic things. First, they are going to have
to agree to obey the rules, and second, they are going to have to
give us an attractive market access package.

Now, above and beyond the difficulties of market access are a lot
of barriers in China. Senator Murkowski mentioned some of them.
But we have a lot of sanitary and phytosanitary problems there in
lemons, table grapes, kiwis, wheat, you mentioned the northwest
wheat problem. In those areas we have what we think are good
WTO agreements, and we need to get China to agree to come into
line with those agreements. .

In some cases, we have been able to negotiate temporary agree-
ments where we have teams at the ready, and USDA will put a
groun of people together who are familiar with a product, familiar
with a region, whether it is Southern California, the northwest, the
central States, or something like that, who will get in and see the
Ch_ir;flse quickly when a problem arises and try and resolve it
quickly. . :

That has been helpful as a temporary matter, and Paul or John
may want to talk about that in a little more detail. But it is only
a temporary solution. They are going to have to come into compli-
ance with these basic rules in order to come into the system. That
is not just the U.S. position, that is the position of all of our trad-
in% partners.

enator BAUCUS. I do not want to extend the indulgence of the
Chairman and other members, but just to say that I can speak, I
think, not only for myself but for many others in the Congress, that
we are going to be watching this very closely. I, for one, am going
to raise a ruckuis with respect to any potential United States agree-
ment to Chinese accession until these problems are solved.

Mr. DRAZEK. Senator, if I could just make one observation. I
know you have to leave. But we do have a team in China, as Am-
bassador Lang indicated. It is an agricultural team, including peo-
ple from the private sector, that were invited to come by USTR and
the department.

One of the reasons is to try to.impress upon the Chinese how in-
terested the agriculture community is in China’s accession to the
WTO and how important it is that we reach an acceptable agree-
ment in agriculture, otherwise it is not going to happen.

Senator BAUCUS. And just one final point here. A third of the
world is not a member of the WTO.

Mr. DrAZEK. That is right.
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Senator BAUCUS. And so the Chinese accession is going to be tre-
mendous precedent for other countries’ eventual access to WTO. 1
am talking about the former Soviet Republics, in particular. So, it
1s very important that this be done right at this time.

Senator GRASSLEY. Let me support Senator Baucus on that point,
because every issue he just brought up was a major victory for ag-
riculture during the 1993 GATT agreement. _

If we lose with one country, patrticular one.country with as bi
of a market—it is 13th largest trading economy in %e world en
in agriculture they are 2nd and 6th in corn and soybeans from time
to time—then we are just kind of wiping out every gain that agri-
culture made under the 1993 agreement.

And you might as well not have had the 1993 agreement if we
are going to let China ignore all of these major issues that we
foufht so hard to get wit eve‘x"ly other country that we are pres-
ently dealing with through the WTO. )

Senator BAucus. Thank you, Mr. Chairman.

Senator GRASSLEY. Yes. I am willing to go to my two colleagues,
even though I have not questioned yet because I appreciate people
coming to these meetings. If I can accommodate antf encourage peo-
ple coming by waiting my turn, I am willing to do it.

Do you want to go ahead, Senator Graham?

Senator GRAHAM. Mr. Chairman, I am going to be here until
4:00, so I do not want to impinge on your time.

Senator GRASSLEY. All right. . -

How about Senator Kerrey?

Senator KERREY. Mr. Chairman, I expect to be here a while as
well. But, in case this drags on, I only have one thing that I want
to make absolute certain I get out there. ‘

Senator GRASSLEY. Do that, then. ‘

Senator KERREY. The President, on a number of occasions, has
said he hopes that the Congress will approve fast track, or actually
has gone so far as to imply that it is already up here.

Now, opposition is organizing against fast track, and we still do
not have the document, When are you going to send it up?

Ambassador LANG. Well, we are working with a lot of members
of Congress, trying to find some basis on which we can send it out
that will draw, magnetize, bipartisan support for both parties.

Senator KERREY. Now, you are working with a lot of members.
Are you working with the Finance Committee, the Ways and
Means Committee, or is this——

Ambassador LANG. Well, this will have to be an HR measure, be-
cause of the revenue measure.

Senator KERREY. So you are talking to the House about it.

Ambassador LANG. It has been concentrated in the House.

Senator KERREY. Well, when the President makes his statement
will you make sure that he understands and does not leave the im-
pression out there that we already have it, because I am gettin%
people calling-up and organizing meetings with me, wanting to tel
me why they are against something that is not even up here yet.

Ambassador LANG. Yes, sir. I understand.

Senator KERREY. I cannot be for or against something I have not
seen. I am inclined to favor it. But I am telling you, I do not know
whether other members are feeling the same sort of heat, but I do
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not appreciate the President saying publicly, until he sends some-
thing up here, he cannot chastise Congress for not taking action.

Ambassador LANG. I understand. I will be at the White House
-in an hour and a half. I will take the message. :

Senator KERREY. Say it nicer than I did, I hope. [Laughter.]

Senator GRASSLEY. Also, in regard to what Senator Kerrey just
said, the debate this year has got some unusual coalitions that
have never been out there before, and I am sure the White House
is cognizant of it. But so far their responses or acknowledgement
of it has not been public enough that they recognize it.

Senator Graham? .

Senator GRAHAM. If I could just add to the comment of yourself
and Senator Kerrey. I analogize this to a closing window. There
will be a less expansive fast track bill passable by the Congress
today than there would have been in the spring.

There will be even a smaller fast track bill passable in the sum-
mer than there is today. In my own judgment, by Labor Day the
window will be completely closed. So there is a real cost that has
already been suffered by this delay. That cost will continue to
mount and it will become fatal in earl September.

So those are the realities. If the a({mimstration is serious about
fast track, frankly this statement about support for fast track has
been going op not just since the first of January, but throughout
most of 1996 as well, and we still do not have an administration
proposal. I think the credibility of the administration is at stake
and gets thinner every week that passes.

Senator BAucuUs. And if I might add, Mr. Chairman, it is not
only the provisions in the potential fast-track authority, it is also
that the administration is going to have to convince this Congress
that it is going to consult much more than it has in the past, in
an ongoing basis, after fast track is passed, if it is passed, when
it is negotiating agreements with other countries. I do not think
you are going to find very many members of Congress agrceing to
trade agreements unless there has been a lot more and better con-
sultation than there has been in the past. And ongoing and mean-
ingful consultation, not just words, but with action.

enator GRASSLEY. And even more important than the economic
benefits of free trade that are stake here if we do not have another
fast track, there is the whole issue of the moral authority of the
United States that we have been a world leader since the 1930’s
and the reciprocity agreements and everything, and breaking down
the barriers to world trade and showinﬁ the rest of the world that
we recognize the mistakes of Smoot-Holly and all those things. We
are going to lose that moral authority if we do.not have fast track
out there as a symbol of what we believe in.

We have talked about the phytosanitary provisions of GATT in
discussions with Senator Baucus, but maybe if I could just ask you
in kind of a summation sort of response, to how you would evaluate
the effectiveness of these provisions under GATT to this point.
Maybe I should, for the pur%oses of this meeting, also ask you to
say to what extent that they benefitted agriculture.

Ambassador LANG. Well, I think that the thing to compare the
current situation to is the situation without the sanitary and
phytosanitary agreement. It has given us a basis for making an ar-
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gument that we were not able to make before. Health is obviously
a very sensitive issue, sort of like environment. o

And what the sanitary and phytosanitary agreement does is pre-
serve our right to choose our own risk level from a health perspec-
tive without any interference with international rules, but to insist

--that when other societies do that they have some scientific basis
for doing it and they apply it in a reasonable way. :

Now, that has given us an argument that we gid not have before,
and in that seee we are in a much stronger position. Nonetheless,
these issues remain very difficult to resolve.

I think the beef hormones case that Paul mentioned, as well as
the efforts to move forward, for example, with geneticaily-modiﬁed
organisms, have been important examples of how we are trying to
use this agreement to assure that we get the market access we are
entitled to under these agreements.

In the case of those genetically-modified organisms, without the
sanitary and phytosanitary agreement, I think it would be much
more difficult to argue to the Europeans that they should open
their market to these biotechnological products. There are going to
be other areas where these issues come up. They already have in
Asia. We have some very difficult sanitary and phytosanitary prob-
lems out there.

So I think it is a great advantage to us, but it requires constant
dedication and constant pushing. It is a slow kind of process. There
is not a magic wand we can wave and make these concerns go
away because they are so deeply rooted in these societies.

They get very excited about these health concerns. To make them
rationalize the process is very, very difficult. But it is moving for-
ward and I think we are getting market access we would not other-
wise get because of this agreement. ]

Mr. DRAZEK. Just a comment or two. Jeff is absolutely right
about the need to compare where we are today with where we
would be without the sanitary and phytosanitary agreement.

I think it is also important to realize that many of the SPS type
problems that we are facing around the world are not new. They
were there. They have been there for a long time. Not all of them,
but most of them.

The reason that we are paying attention to them now, the reauon
that we are going after them, and the reason that we may in the
future use the agreement, the dispute settlement process te go
after them, is because now they are what are preventing us from
exporting instead of tariffs, variable levies, quotas, outright prohi-
bitions, and things like that, which were all eliminated or brought
down to manageable levels in the negotiation. So we now have a
tool that we will use.

I would say on the hormone issue, I reallf\; think that a positive
outcome there, as positive as it will be for the beef industry in the
United States, especially since it is going 10 send a message all
over the world for countries not to follow the European lead, follow
our lead, use science. o

It is also going to benefit us because of the strengthening it did
for the agreement in dealing with -all the other sanitary and
phytosanitary issues that we are facing on fruits and vegetables,
grains, and everything else.
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Senator GRASSLEY. On another point, you reach an agreement
with Europe on the veterinary equivalency issue, or the B® zorn
issuc. Then we have, in the case of BT corn, Austria said, we are
not oirfl.g to let that corn in; in the case of France and the UK, on
our beef.

So you have got some countries out there within the EU saying
they are not Eomg to do it. What sort of problem is that, can we
do angthing about it, and is that a threat to the agreement? -

Ambassador LANG. Well, certainly keeping the EU member
states doing what Europe as a whole has committed itself to is a
continuing groblem of the ways in which the EU is organized. Both
the EU and its member states, however, are signatories to these
agreements. ’

Partly in response to the problem you are identifying, we have
begun joining the member states in our dispute settlement cases in
the WTO so that it is clear that we are concerned about the mem-
ber state practice, as well as the obligation of the EU as a whole.

Now, in some cases the things you are talking about are threats
that EU politicians have made, and they have not actually ripened
into action by those countries, so it is very difficult to respond to
those here.

But where they have taken actions that limit our imports, for ex-
ample, restricting imports into France of BT corn, we have aggres-
sively gone out and raised those issues with them and generally
have been able to resolve the issues pretty quickly, sometimes
within a week or two. .

But we remain concerned about this problem in Europe, and par-
ticularly about some of the groposals that are being made these
days, for example, about labeling genetically modified organiza-
tions. We do not think that hus any scientific basis.

We think it is largely discriminatory in nature. We are very con-
cerned about it, and we have let the Europeans know that we are
concerned, and hopefully will be able to persuade them not to go
ahead with those kinds of proposals. -

Senator GRASSLEY. Now, we have had the Commissioner of Agri-
culture, Franz'Fischler, saying that we are going to have to seg-
regate our corn, even after the agreement was made on December
the 18th, although I do not know whether that is in regard to just
seed or the entire product. But it seems to me, as a matter of prin-
ciple, it is a violation either way. And he is not any small-time Eu-
ropean politician, obviously.

Ambassador LANG. Wel{, I am not suggesting any of them are
small time. He has proposed this compulsory labeling requirement
for products that are pending approval, but not to products that
have already been approved. It is a serious concern.

I mean, obviously the expense of se%':egating these products—I
do not know how it is in Iowa, but where I live on the Eastern
Shore of Maryland we grow genetically-modified corn in the field
next to the corn that is not genetically modified, and I do not know
what he is going to do about American bees, if he thinks he is
going to prevent that kind of natural activity from occurring. It
presenis a real serious {)roblem and we just cannot tolerate this
tegregation, and that will be our message to him.

do not think you would disagree.
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Mr. DRrRAZEK. No, I would not. I would just say that there are a
number of proposals, and Commissioner Fischler’'s has made one.
There are others that are floating around.

I do not think they are imminent to being implemented, but I
guess they were working very closely with our people in the embas-
sies and in Brussels to ensure that they know what the difficulty

- will be for both of us if they go down the wrong path.

Senator GRASSLEY. Senator Graham.

- Senator GRAHAM. Thank gou,:Mr. Chairman.

I have a few questions that I would like to ask, starting with a
‘very sFeciﬁc one. In Mexico City, earlier this month during the
visit of the President, there was an announcement made relative
to access to the Mexican market by citrus products in both Florida
ar.d Arizona.

I wonder if you could tell me when that agreement will be imple-
mented, when will product be le¥al to be shipped, and what are the
extent of the products—particularly citrus products—that will be
covered?

Mr. DRAZEK. I was in Mexico with the Secretary and sat in on
the meetings. There was an agreement that will allow for citrus
from Arizona and Florida to move into Mexico for the next crop
season. That is the intention.

Now, there has to be some work done between now and then
which will be done in conjunction with the Mexico Senate Dalfajital
and our AFIS people in the course of the next weeks and months
to ensure that that is done. But we are convinced that there is a
good faith effort on both sides to enstire that citrus will be shipped

y the beginning of our next season.

In terms of the details on the area of coverage and all of that,
I think I will have to try and get that to you. .

Senator GRAHAM. And also the product coverage.

Mr. DRAZEK. The product coverage. -

Senator GRAHAM. One of the concerns that has been expressed
to me is the importance of getting an early signal as to what the
date of shippage will be so that the preliminary steps of setting up
tl'&e transportation, distribution, and other systems can be done in
advance.

It has been indicated to me that notice date needs to be by the
middle of the summer, no later than August 1, in order to be able
to have a smooth implementation of this plan. I would hope that
your schedule would be such that such an early indication could be
given.

Mr. DRAZEK. Right. I believe we already have someone in Mexico
Chity lworking with the officials from Senate Dalfajital to develop
the plan. .

I can understand why the producers in Florida would be inter-
ested in precisely that information, and we will try to get that to
them as quickly as we can. The language of the agreement itself
appeared to say that we agreed to agree on it, without giving a
wl;lole lot of detail. But we will get that detail to you.

Of course, it is better to agree to agree. In most trade agree-
ments that I have been involved with, we tend to agree to disagree.
So there is no question in our minds that the will is there for this
to happen for the next season. -
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Senator GRAHAM. A second issue that relates to our relationship
with Mexico. Last year, the Department of Commerce had hefore
it a dumping dispute relative to Mexican tomatoes. ,

That was resolved in a suspension agreement in which there
were certain understandings, specifically a floor price based at the
Mexican cost of production. There has been some concern as to the
degree to which that suspension agreement is being enforced. '

I know that agreement was negotiated by the Department of
Commerce. Could you inform me as to who has the enforcement re-
sgonsibility for that agreement, and any assessment of how well
that enforcement is being carried out?

Ambassador LANG. Well, the enforcement responsibility is in the
Commerce Department. I am aware of the settlement and of the
general tenor of it. I would have to take back the question of how
it has been going. - ° :

I am aware that there are some technical issues out there about
how the seasonality is counted and some things like that, but I was
not aware of a specific enforcement problem.

So, I will just have to go back to the Commerce Department and
ask them what is going on there. But, clearly, the data suggest
that there is much more stability in our winter tomato trade than
there was before the agreement.

Senator GRAHAM. Mr. Chairman, will we have an opportunity to
submit written questions at the conclusion?

Senator GRASSLEY. Yes. I have already announced that, yes.

Senator GRAHAM. The last question I have goes back to the issue
of fast track. What do you anticipate will be the specific issues in
the fast-track legislation itself and in the subsequent negotiations
that your two departments will be particularly concerned about as
it relates to American agricultural exports and imports into the
United States from foreign countries?

Ambassador LANG. Well, I think a major issue in agriculture in
terms of trade negotiations will clearly be implementing this deci-
sion to go ahead with agricultural negotiations on a worldwide
basis in 1999. The world is just acrawl with agricultural barriers
and we have a lot of work to do to get rid of those.

Now, as we and the Chairman both said at the beginning of the
hearing, a lot of success has been achieved and we are exporting
at record levels, nearly $60 billion a year, in many markets where
we have never been before. But that does not mean our problems
- are over, and we need the mandate of Congress to move forward
with those negotiations.

We have succeeded in the last several months in getting our
trading partners to agree to begin the process of data exchange and
analysis that will be critical to lay the foundation for those negotia-
tions, because these will be very technical negotiations.

Choosing baseline years and things like that will be essential to
making progress for these countries that still have subsidies that
are way out of line and protectionist barriers. -

But I think that is a principle issue. There is a lot we can do at
the regional level, and there is a need to continue to pursue bar-
riers bilaterally on a product-by-product basis. But, as you can see,
that is very slow work. The more we can do multilaterally to get
these barriers down, the better off we are.
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Mr. DRAZEK. I would like to add a couple of things. When I was
in Singapore, and Ambassador Lang was there as well, for the
WTO ministerial in December, we had a huge contingent of rep-
resentatives from the agriculture coonmunity. %t made news among
all the countries. We had 30, 40 people representing agriculture.

The reason is, the agriculture community is anxious to move for-
ward with another round of negotiations in this sector. They realize
that things like State trading enterprises, we do not have good
rules in the WTO on that. We have not resolved all the problems
of export subsidies; they are still there. The message that we heard
loud and clear is, let us get on with it. .

So I think that the agriculture community, by and large, is anx-
ious to move forward with it and will support fast track. I take
both of your points, that we need to get on with it, too. I think
when we have a bill, then the agriculture community will, in large
part, support it.

The other thing is, with respect to regional trade agreements,

what we are seeing more and more is groups like the European
Community, Canada, reaching agreements with other countries in
Latin America, and we are unable to negotiate with those coun-
tries. -
I think that has risks and it has benefits to us in agriculture, be-
cause Latin America can be a competitor as well. But, overall, it
is in our interest. I think, again, the agricultural community real-
izes it is in our interests to move forward with agreements and not
be left aside by other countries. -

Senator GRASSLEY. Senator Kerrey. :

Senator KERREY. Thank you, Mr. Chairman. For either one of
you, just kind of continuing on that line. I hear as well (geople
wanting to get on with it and take the next steps at the WTO with
negotiations in multilateral ways and dealing with an agenda of
agriculture issues. ]

Can you talk to me, either one of you, first of all, about the ca-
pacity of the WTO? I mean, it's a fairly new organization. I have
never been to Geneva, I have never met the General Secretary
Ruggierro. Did I say it right? '

Ambassador LANG. Ruggierro. , ,

Senator KERREY. Ruggierro. I know that we tried to get Mickey
Kantor, and failed. So I am just triring to get a general sense of
their capacity. I mean, I have got a limited number of hours in the
day and a limited number of things I can get done. We are talking
about a lot of things that they have got to do. How many people
do they have over there to do the work®

Ambassador LANG. They have a very small stuff.

Senator KERREY. Define small.

Ambassador LANG. Sir?

Senator KERREY. Small, means what?

Ambassador LANG. It is 300-400. It is very small.

Senator KERREY. Drawn from where?

Ambassador LANG. Drawn from all over the world. But I must
say——

Senator KERREY. Competent?

* Ambassador LANG. Yes, they are very competent people. But you
have to remember that the WTO is a unique international organi- .
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zation, It is a consensus organization, meaning everything happens
sort of the way thingls on the Senate floor happens.

"~ Senator KERREY. 0, no, no. We are not consensus on the Senate

floor. 1t is all in favor, say aye, and sometimes it is a very narrow

majority.

Ambassador LANG. I mean, on procedural matters.

Senator KERREY. Es ecially procedural matters.

Ambassador LANG. It is the only international organization that

know where you have real, enforceable legal obligations.

Senator KERREY. I am impressed by that, but I am trying to get
to the capacity. Should we be aware that there is a limitef abilit,
to carry out an agenda and that we are going to need to do suc
things as was done with the Telecommunications Agreement? |
mean, that was a special mission, was it not?

Ami)assador LANG. Yes. Yes, it was. But what I am trying to say
is, the staff of the WTO is not going to drive these negotiations, we
are.

Senator KERREY. I understand that, | understand that. But I also
understand that I am the one that has to vote, and I am the one
that makes the decision. But you note probably that every now and
then I turn around and ask Teresa what is going on here. So, there
is a need to have a professional staff that has the capacity, when
we are not around, making all the waves and trying to keep things
moving, to do the work.

I appreciate very much your honest assessment of our need. Do
we need to consider that there is a limited capacity of WTO to han-
dle an aggressive agenda, or do we just basically presume they are
big enough and broad enough and competent enough to handle al-
most anything we shove their way?

Ambassador LANG. I think it is the second, remembering, how-
ever, that we have to produce most of the information and work
that goes on in these negotiations,

Senator KERREY. We, eing the United States.

Ambassador LANG. We, being the United States.

Senator KERREY. All right. So do we need to prioritize an agen-
da? Do we need to set an agenda in place and say, okay, here is
item number one that needs to be addressed and here is who is in
charge of it? We are going to put somebody in there that has got
the talent, credibility, or whatever it takes to move representatives
to consensus. That is not easy, getting a group of people to agree.

Ambassador LANG. That is right.

Senator KERREY. How many people have you got to get to consen-
sus, 140 some?

Ambassador LANG. It is 123 now.

Senator KERREY. 123 is more than is in this room.

Ambassador LANG. That is ri%ht.

Senator KERREY. That is a ig challenge. I would not want to _
have the challenge of trying to get this room to agree on what time
we are all going to walk out of here,

Ambassador LANG. It is like herding cats most of the time.

Senator KERREY. All right. So we recognize that that is a tough
challenge. I mean, do we need to develop an agenda that says, here
is the most important piece of the work? I presume China, havin
2.2 billion people, has got to be up there in the top 3 or 4, right!
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Ambassador LANG. It certainly is.
thStt;:"na\tor KERREY. So do we have somebody designated to handle

hat?

Ambassador LANG. Yes. You have created by statute——

Senator KERREY. Oh, we did?

Ambassador LANG ([continuing]. A Trade Policy Committee,
chaired by USTR, which is supposed to assess these priorities as
they come up and work with other agencies. We work with——

Senator KERREY. And you have assessed those priorities?

Ambassador LANG. We are working on it all the time; it is a con-
stant process. It requires two other circles of consultation in our
system. One, is with the private sector, for which we have a formal
grivate sector advisory committee system that works pretty well,

ut we reach outside it occasionally. In agriculture, for example, we
frequently confer directly with the interested groups. And we also
have to be in close consultation with the committees of Congress
that are interested in these matters.

Senator KERREY. I mean, has the President thought about calling
up Mickey Kantor and saying, I have got an assignment for you
here, a big-time assignment, China’s accession to the WTO, or some
other particularly difficult thing that is going to require somebody
that has got a lot of peripheral vision, a lot of patience, and a lot
of ability to stay up late at night? I mean, is that the sort of thing
that is under consideration?

Ambassador LANG. Well, I do not know about Ambassador
Kantor. He seems to be happil{ ensconced in private life.

Senator KERREY. We are all, at gne point in our life, happily
ensconced in private life. ‘

Ambassador LANG. I used to be myself. But I think we will draw
on whatever resources we can to try and identify these priorities
and move forward with them. You are right, it is a very big assign-
ment.

Senator KERREY. It is a very diplomatic answer, but it did not
inform me, you are going to draw on whetever resources. I mean,
you take the point?

Ambassador LANG. Yes.

Senlala;.or KERREY. Am I making a point that means anything to
you all? :

Ambassador LANG. Yes, absdlutely. It is what we do all day.

Senator KERREY. I know it is what you do all day, but if you are
trying to get 120-0odd people to reach consensus on things that are
terribly important for the United States of America, and particu-
larly since the WTO is an infant organization and by no means is
secure in perpetuity——

Ambassador LANG. That is for sure.

Senator KERREY. I mean, it may not-survive.

Ambassador LANG. That is true.

Senator KERREY. So if we want to make it a success, and I am
impressed, frankly, with what WTO can do. I would like to see it
successful. I mean, does it not cell then for particular atention in
those areas, especially in agriculture, where you have got very dif-
ficult issues. . y

I mean, you talk about a cultural attitude. It is far more than
just food safety. I mean, it is far more than just my attitude to-
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wards hormones. I mean, it has to do with deep, imbedded cultural
e Chinese, for 's sake, will have the largest migration from
{ ’ »
rural to urban in t}ioﬁiqtory of the planet. They have got 300 mil-
lion pedple moving from a rural environment to an urban environ-
ment in the span of 10 years. .

If they move from 25-30 percent of people on farms to 3—4 per-

cent, which is about what you need in order to be productive, that
is a substantial shift. So you are talking about difficult projects.
. I hope that in the calculus of getting the work done, whether it
is getting the fast track bill done so they can get it up to us and
quit telling us that we are not doing our work, or setting an agenda
and then getting this agenda developed, we move ahead quickly,
because I think we have a lot at stake with WTO.

And I am very impressed with what the administration has done,
particularly in telecommunications. I just would very much hate to
see us lose ground as a consequence of not putting somebody in
charge that can negotiate these really tough things.

Ambassador LANG. I appreciate that. I think we need to stay in
touch on that. But let me say that it is——

Senator KERREY. I am in 141 Hart.

Ambassador LANG. All right. I will be there.

This is one of the most important responsibilities of the United
States, is to make this WTO successful. The only way we can do
it, is by actively leading the system at every stage of the way. That

 means we have to bring in a lot of interagency cooperation and a

ot of private sector cooperation. Telecommunications was a perfect
example.

Senator KERREY. If you are going to lead, you have got to have
a leader. The most important thing if you are going to lead some-
body, is you have to have somebody who really can lead. I am im-
pressed with what Ambassador Barshefsky can do. My red light is
on, which means I have to turn it back over to the Chairman, who

_is the leader of this organization. So, I appreciate your patience.

Ambassador LANG. Thank you.

Senator GRASSLEY. Thank you. I think I am about done question-
ing you. I would ask a very specific question with regard to the
beef hormone thing. The preliminary decision is out. Do you have
any idea when we can eXfect a final decision?

Ambassador LANG. If I remember the schedule, it is something
like earl July. I think it is late June, early July, is when the pan-
el’s final decision is due. Then we will have to see whether the
Community decides to appeal. That may delay things a little bit
further. ,

Senator GRASSLEY. All right.

Then the last thing would be just kind of a statement of my own
as a follow-up to a couple of other things that have been said by
almost every member about China getting in. That would be that

.we ought to learn from President Eisenhower’s haste in getting

Japan into the GATT to begin with without getting concessions
ahead of time. Obviously, we are still trying to work all those de-
tails out now over the last 40 years.

I would hope that we would not make the same mistake with

_China, that we know exactly what the conditions are under which



22

China is coming, how it is coming in. And it ought to be a shorter
leash than a longer leash, and a shorter lead time rather than a
longer lead time on meeting certain commitments.

But we have got to have this all ironed out ahead of time, par-
ticularly for agriculture, particularly as it relates to something as
basic as scientific evidence for nontariff trade barriers, and those
things. So'I just leave that with you, you do not even have to com-
ment. It is just a personal feeling that I wanted to express to you.

~I-will listen to you.

Mr. DRAZEK. I appreciate that. Obviously, we will take that
under very good advisement. A

I would like to say one thing, coming back to a comment that
Senator Kerrey made, and since you mentioned the beef hormone
case. I think it is important for all of us to realize that the WTO
relies very heavily on the member countries based in Geneva for
a lot of the work that they do. The-panel that was established was

brotht in. It is not people who work for the WTO and people who
are from other countries who sit and listen to the arguments on
both sides. _ .

They went to the Codex Alimentarius for expert opinion on this
issue. We will win cases in the future or lose cases in the future
on the sanitary and phytosanitary agreement on the basis of
whether panels decide our science is correct.

That depends on having international organizations like the
Codex Alimentarius, which is jointly operated by WHO and FAO,
to be in the position to have standards in place, which they have
in place on hormones. That is why we won. I should not have said
that, but that is why we reportedly won.

The concern that 1 think some of us have, is we are talking about
funding WTO and making sure that there are adequate resources
for WTO. It is equally important that there be adequate resources
made available for these other organizations.

Senator GRASSLEY. Each of you contributed very much to this
discussion. We appreciate your time and ap}:reciate your participa-
t:ion,h your knowledge, and your hard work. So, thank you very
much.

Ambassador LANC. Thank you, Mr. Chairman.

Mr. DRAZEK. Thank you. - N

Senator GRASSLEY. The second panel and the third panel will be
combined. The reason we are combining these, is one of my con-
stituents, Mark Berg, the American Soybean Association vice presi-
dent, could not come because of plane problems in Sioux City, Iowa.
So that is why I am going to ask Mr. Laurie, president of the
Michigan Farm Bureau, on behalf of the American Farm Bureau
Federation, to join this panel. ,

[The prepared statement of Mr. Berg appears in the appendix.]

Senator GRASSLEY. So this panel will be made up of Leonard W.
Condon, vice president for International Trade of the American
Meat Institute; Lindd Fisher, vice president for Federal Govern-

-mental Affairs, Monsanto; and John Hardin, who is a pork pro-
ducer from Danville, Indiana, and he is speaking on behalf of the
National Pork Producers Council; and then we have Carl Peterson,
chairman of Agri-Mark, Incorporated, of Lawrence, Massachusetts.

Wyt
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I think we will go with Mr. Condon, Ms. Fisher, Mr. ‘Hardin, Mr.
Peterson, and then Mr: Laurie.
So I forget who I called on, but Mr. Condon, go ahead.

" STATEMENT OF LEONARD W. CONDON, VICE PRESIDENT FOR
INTERNATIONAL TRADE, AMERICAN MEAT INSTITUTE, AR-
LINGTON, VA

Mr. CoNDON. Thank you very much, Mr. Chairman. I will just
submit my entire testimony for the record and try to summarize it.

Senator GRASSLEY. Yes. Just in case some of you did not hear,
all of your testimony will be printed in the recor«f: S0 your summa-
rization would be appreciated.

Mr. CONDON. 1 a?preciate the opportunity to be here today to
share AMI's views. I will be speaking primarily on our trade rela-
tions with the European Community, and specifically about meat,*
of course.

Regrettably, the current status of and prospects for trade in live-
stock, and poultry products between the United States and the Eu-
ropean Union are not very bright. EU producers are generally very
well-protected compared with their U.S. counterparts. They enjoy
generous price support systems and benefit from significant sub-
sidies to encourage export of their over-production.

Notwithstandins these basic facts, EU export subsidy reduction
commitments made in the Uruguay Round, along with the east-
ward expansion of the European Union, will require significant re-
ductions over time in the amount of support and protection pro-
vided to EU livestock and poult d)roducers.

However, it appears that the% is committed to supporting live-
stock and meat prices at levels which exceed world prices, thereby
continuing a need for protection from import competition.

In the short and intermediate term, underlying farm policy fac-
tors will continue to discourage EU policy makers from implement-
ing actians to facilitate meat imports.

Lagging beef demand and swelling intervention stocks, a direct
result of widespread concern regarding the safety of European beef,
currently exacerbate the situation.

Against this backdrop, EU and U.S. veterinary officials have
been attemptinito conclude a veterinary equivalence agreement.
AMI supports the broad objective of full equivalence between the
veterinary inspection systems of the United States and the Euro-
pean Union. -

We look forward to the day when meat and poultry products in-
spected by USDA will be automatically eligible for export to Eu-
rope, and items produced in approved EU establishments will be el-
igible for import into the U.S. market with no special additional as-
surances required.

The United States and many of the EU member states operate
meat inspection systems considered to be among the best in the
world. Our respective programs are administered by professional
veterinarians, generally.regarded as the most competent in the
international food safety field. :

In short, there are far more similarities in our meat and poultry
inspection policies and programs than there are differences. Given
that fact, it is unfortunate that we have had great difficulty in re- -
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solving narrow, but deeply held, differences on a relatively limited
set of technical issues.

In fact, the merits of the draft framework agreement, the vir-
tually completed focal point of the recent negotiation, have been -
largely overshadowed by the controversy created by differences
over significant, but narrow, technical issues. '

The draft framework represents an excellent system of rulen and

rocedures designed to establish guidelines for establishing equiva-
ence between the United States and the EU in veterinary inspec-
tion matters. Moreover, it could serve as a model for other agree-
ments between the United States, or the EU, and other countries.
We appreciate the hard work that was done by a number of inter-
agency personnel in reaching the recent agreement.

Despite our disappointment that that agreement does not imme-
diately resolve to our complete satisfaction all of the issues, we be-
lieve it represents progress towards resolving U.S.-EU differences
and will result in increase export opportunities for red meat proc-
€ssors. »

Accordingly, AMI endorses the administration’s decision to enter
into the recent agreement. AMI is disappointed that the agreement
announced April 30 will not result in a resumption of poultry ship-
ments to the EU, which were halted April 1.

We find it incomprehensible that processing techniques widely
used in the United States and required by export customers
throughout the world to ensure the production of safe and whole-
some poultry are incompatible with current EU standards.

Therefore, the provision in the agreement requiring a scientific
study to assess various food safety processing techniques is critical.
We believe that the study should %e carried out on an expedited
basis and we look forward to the results of that study.

As I noted earlier in my testimony, the long-term goal of the U.S.
meat-packing industry has been, and still is, a U.S.-EU agreement
which provides for full mutual recognition of each other’s meat and

oultry inspection systems. Until that goal can be achieved, the
gasis upon which meat and poultry packers and processors and
their EU counterparts are evaluated should be the same.

Finally, Mr. Chairman, we cannot help but note the irony of us
complaining about the various devices the EU uses to limit its
meat imports, while some members of Congress are at the same
time supporting a measure which would be very similar in nature.

The Meat Import Labeling Act of 1997 would require country-of-
origin labeling for imported meats and meat products, as well as
meat food products containing imported meat ingredients. The
clear objective of this proposed legislation is to restrain U.S. im-
ports of livestock and meat products, particularly from Canada.

In that regard, it is important to point out that the United States
exported $3 billion worth of beef and beef variety meats during
1996, and over $1 billion in pork and pork variety meats. Canada
is our second-largest export market for beef and pork, accounting
for about 10 percent of our total exports.

Our Nation now earns more dollars exporting meat than we
spend importing it, and our trade surplus in red meat is expected
to continue to grow. With the cattle and hog industrg becoming in-
creasingly dependent on export markets, it would be exceedingly
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shortsighted for the United States to embrace a poorly-disguised
nontariff trade barrier designed to inhibit U.S. meat imports that
could serve as an attractive model for foreign interest groups com-
mitted to reducing 1J.S. meat exports to their markets.

That concludes my statement, Mr. Chairman. I would be pleased
to answer questions later. : ‘

Senator GRASSLEY. Thank you. ‘
d_['_Iihe prepared statement of Mr. Condon appears in the appen-

ix.

Senator GRASSLEY. Ms. Fisher.

STATEMENT OF LINDA FISHER, VICE PRESIDENT FOR FED-
. ERAL GOVERNMENT AFFAIRS, MONSANTO CO., WASHING-
TON, DC : .

Ms. FISHER. Thank you, Mr. Chairman. I appreciate the oppor-
tunity to be here today and testify before your committee on agri-
. cultural biotechnology. .

I have three main points I would like to leave with the commit-
tee. First of all, agricultural biotechnology is important to the
American farmer because of its impact on their productivity and on
their costs. '

Second, our farmers are already growing these products and the
produce is being exported around the world. Third, it is critical to
avoid trade barriers that would limit or prevent our farmers from
taking advantage of these products. oo

American farmers are the most productive food and fiber produc-
ers in the world. Our farmers are always on the lookout for new
methods to improve yields, to fight insects, diseases, weeds, or
other pests. Biotechnology gives U.S. farmers one more tool, new
varieties of crops that improve farm economies and increase output
in ways that are much more beneficial to the environment. ~

Last year was the first year of large-scale commercial production
of crops developed using biotechnology. Approximately 5 million
acres of new varieties derived from biotech were harvested, and the
results were impressive. ,

For example, in the midwest, yields of Monsanto’s Roundup
Ready soybeans outproduced traditional varieties by more than 2
bushels per acre, and reduced herbicide use by up to as much as
39 percent.

Users of our Bollgard cotton—cotton with built-in protection from
insects—also reported yield improvements and reduced pesticide
use. They saw an economic advantage of approximately $33 per
acre from this product.

Grower surveys indicate that farmers see a lot of value in these
products, and we expect several-fold increases in the acreage of bio-
technology varieties this year.

In the United States, agricultural biotechnology is a mainstream
part of farming. This fall, we believe farmers will harvest about 30
million acres of crops that were developed through biotechnology.
The largest acreage will be in corn and soybeans. Any given ship-
ment of corn or soybeans could contain as much as 10 percent or
more of a new bio-engineered variety.
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But this is just the tip of the iceberg. In the next 5 years, addi-
tional varieties of these crops and many others will be hitting the
markets.

But I am not here to tell you just about how great this new tech-
nology is. I want to alert you to the potential implications that dis-
criminatory trade barriers could have on U.S. crops and products
developed through biotechnology,

T?l\e\most serious situation-today is in the European Union. The
EU has a process to approve imports of new agricultural bio-
technology products. Last year, for the 1996 harvest, two U.S.-pro-
duced crops were approve(i but since then the EU process has vir-
tually halted.

No products have been approved this year, including long-pend-
ing applications for several varieties of corn that U.S. farmers are
glanting this spring. In the United States, over 20 products have

een approved, soon Japan will have approved that many as well.

This 1s a potentially serious -situation. It gives the perception
that there are acceptance difficulties with t%llese products, even
though no safety or nutritional problems have been raised. If the |
EU approval process does not function, it will, in effect, become a
barrier to market access. ;

I am bringing this to your attention now so that all possible
steps can be taken to avoid problems when the United States grain
is harvested later this year. The EU must get on with its regu-
latory process. .

There are some other troubling signs. First, many countries are
still establishing the regulatory regimes for approving these prod-
ucts. There has been very good progress, but there still remains
much to be done. Our major trading partners have' systems in
place, and several others have started the process.

An issue that warrants careful attention is product labeling.
USDA and USTR have been very helpful, in that they have urged
that any nmew labeling schemes be science-based and only required
to provide consumers meaningful nutrition, safety, or compositional
information.

Labeling or segregation requirements for any other reason other
than those clear%; efined by safety or nutritional purposes have
enormous potential to discriminate against food and agricultural
products derived from biotechnology.

‘USDA and USTR have been very vocal in their opposition of pro-

osals to label products to indicate how the% were produced and
Eave argued strongly against suggestions that biotechnology-de-
rived products be segregated from traditional grains.

I encourage the Congress, together with USDA, USTR, and the
other executive departments, to do everything it can to make sure
that our agricultural biotechnology products do not incur barriers
overseas.

Specifically, we have three recommendations. First of all, keep
the pressure on to get the European regulatory process moving
again. Your letter that was signed recently by you and several
other Senators is very helpful. .

Second, continue to advocate rational, science-based labeling poli-
cies and oppose any proposal that would arbitrarily segregate bio-
technology-derived food products. ] <
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Third, produce reasonable harmonization of regulatory proce-
dures and data requirements. Efforts such as the work of -the
Transatlantic Business Dialogue can help facilitate trade in these
products. Trade is the future for agriculture.

Barriers blocking the export of agricultural biotechnology prod-
ucts could have a significant effect on our commodity exports and
de'rll‘i\;the benefits of this important new technology to our farmers.

is concludes my remarks, Mr. Chairman. I would welcome any
questions that you might have.

Senator GRASSLEY. Thank you.

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

Senator GRASSLEY. Mr. Hardin?

STATEMENT' OF JOHN HARDiN, HOG PRODUCER, DANVILLE,
IN, ON BEHALF OF THE NATIONAL PORK PRODUCERS COUN-
CIL

Mr. HARDIN. Mr. Chairman, my name, again, is John Hardin. I
am a past president of the National Pork Producers Council, a
former chairman of the United States Meat Export Federation, and
a member of the Agricultural Policy Advisory Committee for Trade
to USTR and USDA.

On behalf of the National Pork Producers Council, I want to
thank you, Mr. Chairman and the subcommittee, for holding this
hearing.

I want to briefly highlight four issues: the recent veterinary
framework equivalence agreement with the European Union, and
market access issues with China, Taiwan, and the Philippines.

With respect to the April 30 European Union agreement, I want
to commend Ambassador Barshefsky, Secretary Glickman, and
their staffs, particularly Paul Drazek, for their very hard work in
{}aa_ching a veterinary equivalent agreement with the European

nion. : e

Make no mistake about it, our problem exporting meat to the Eu-
ropean Union has always been a trade bdrrier issue, not a food
safety matter. The United States has the most comprehensive and
effective system of food safety management in the world. The
wholesomeriess of the U.S. food supply is second to none.

Without question, the U.S. producers are better off with the April
30 agreement than they were beforehand:. The framework equiva-
lent strips away much of the non-scientific trade-impeding aspects
of the Third Country Meat Directive. We expect significant volumes
of U.S. pork to be exported to the European Union by the end of
this year.

In China, pork is by far the predominant source of meat protein.
China has nearly the same amount of per capita pork consumption
as the United States. Indeed, China is responsible for approxi-
mately 50 percent of total world pork consumption.

China does not permit the importation of fresh, chilled, and fro-
zen pork and most pork products. Ostensibly, imports are restricted
to hotels and restaurants due to sanitary concerns that sale
through retail markets would put domestic livestock at risk of dis-
ease.
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In reality, only a handful of licenses have been granted. More-
over, there is no scientific basis to limit U.S. pork to the hotel and
restaurant sector.

The U.S. pork industry urges the following conditions for Chinese
accession to the WTO: (1) The abolition of the de facto ban on pork
importation; (2) the establishment of transparent import regula-
tions and licensing requirements; (3) the repeal of the discrimina-
tory value added tax, which is applied to meat imports; (4) the re-
duction of import duties to low levels with no tariff rate quotas; (5)
unrestricted entry and participation of non-government import en-
tities; (6) a protocol governing sanitary issues which, among other
things, recognizes the U.S. safety and inspection system as equiva- -
lent and permits the export of pork from any FSIS-approved facil-
ity; (7) the termination of subsidies to the Chinese pork industry.

The United States is uniquely Eositioned to reap benefits from a
liberalized Chinese pork sector. The United States exported over $1
billion of pork products in 1996 and exports continue to grow. Chi-
nese pork consumption is forecasted to increase by approximately
8 million metric tons in the next 10 years.

To put this number in perspective, during 1996 U.S pork exports
were less than one-half million tons. Meaningful pork trade liberal-
ization with China will be difficult. The continued support of your
subcommittee will be of paramount importance to the pork indus-
try. '

Taiwan is also a very significant pork-consuming nation. Tai-
wan’s pork congumption is the highest in Asia. Variety meats, that
is to say, things like stomachs, feet, and tongues, represent the
largest part of Taiwan’s pork consumption.

The government of Taiwan is wrongfully denying U.S. producers
the opportunity to export sif'n.iﬁcant quantities of pork to that
country. Taiwan has an absolute ban on pork variety meats, and
selectively restricts other cuts of pork.

Taiwan’s current WTO offer on Fork is unacceptable because it
will give us insignificant additional access for imports. In order to
gain meaningful access to Taiwan's pork market, the United States
must persuade Taiwan to place flat tariff on variety meats without
* tariff rate quotas of not greater than 26 percent, and on muscle
meats of no more than 15 percent.

Because Taiwan is predominantly a variety meat-consuming
country, the U.S. pork industry can export large amounts of variety
meats to Taiwan without impacting U.S. consumer pork prices,
while at the same time increasing total receipts to the U.S. pork-
industry. A

In the Philippines, we were meant to have a 32,600 ton quota.
To summarize my last comments and stay on time, they have gone
through a number of exercises to deny us that access, the last
being, they want the producers to be the importers of pork, the hog
raisers themselves. .

Naturally, the hog farmers of the Philippines do not have much
interest in importing meat to compete with their own. So on Feb-
ruary 24 of this year, the United States has announced its inten-
tion to request O consultations with the Philippines, and we
have been joined in that by both t/he European Union and Canada.

‘\\
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If the matter is not resolved through WTO consultations, we can
agk for a dispute panel. We estimate that this one trade barrier is
currently costing us between $40-80 million of lost exports per
year.

Thank you again for the opportunity to be here. ]

{The prepared statement of Mr. Hardin appears in the appendix.)

Senator GRASSLEY. Yes. On .that last point you just raised, you
asked our support for our government’s position in regard to the
Philippines. I suppose now that is 2 months ago, and we were able
to respond to that. ‘

Second, I had an opportunity just this week to have a meeting
with the economic planning minister for Taiwan to bring up this
issue of their not letting our pork in there. In the latter case, we
did not get so far.

I mean, I felt like there was an appreciation of our position, but

the explanation we generally got was, well, they have got a lot of
small pork producers and it is going to take time to transition in
a greater amount of meat than we are now sending there. But at
least, because of your organization’s leadership, we are continuing
to bring these things up on a regular basis.
- Mr. IN. Well, we very much appreciate that. I will tell you
that our teams have found significant demand for our products
amongst the importing sector, particularly for processed products.
Thank you.

Senator GRASSLEY. Yes.

Mr. Peterson?

STATEMENT OF CARL PETERSON, CHAIRMAN, AGRI-MARK,
INCORPORATED, LAWRENCE, MA

Mr. PETERSON. Mr. Chairman, I appreciate the oi)%grrtunit to
testify today before the Senate Finance International Trade Com-
mittee. :

I am a dairy farmer from Delanson, New York and I serve as
chairman of the board of Agri-Mark, Incorporated, a dairy coopera-
gvelwhéch represents 1,700 dairy farmers in New York and New

ngland.

Ifgri-Mark is also a member of the Council of Northeast Farmer
Cooperatives, a voluntary association of four dairy cooperatives
that represent more than 12,000 dairy producers in the Northeast.

I am pleased to be participating in this hearing on market access
issues for the U.S. agricultural exports. I would like to thank, par-
ticularly, the invitation came from Senator Moynihan, who passed
it along for me to join this panel.

I will confine my comments primarily to export issues for the
dairy products. .

Few dispute that the United States today is part of a dynamic
global economy where potential new markets offer greater opportu-
nities for exports. This expansion -of the global economy will no
~doubt play a significant role in the U.S. d industry in the fu-
ture. In fact, it must with the passage of the 1996 Farm Bill.

The role of the Federal Government is rapidly changing. We have
increased market orientation, phase-out o: government surplus
purchases, DEIP subsidies have been helpful in facilitating both
product exports. But this program is being phased down gradually

48-478 98-2
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under GATT, and I am a little disappointed that at the present
time we are not keeping up with what has been authorize under
the DEIP program. ,

Analysis has shown that the increasing dairy exports have a di-
rect positive impact on the dairy prices received by our farmers for
their milk. Consistent export markets will be important to the
davix‘;y industry in the future to effectivel manage its milk supply.

must be a steady supplier, It will elp to stabilize our prices
domestically and to achieve significant market expansion. Cur-
rently, dairy exports average about $760 million per year. This rep-
:_esents only 3.5 percent of our annual production, a very small por-
ion. :

Agri-Mark recognized these conditions and has made a number
of strides to develop exports. We have completed a sale of one mil-
lion pounds of our Cabot Cheddar Cheese to England. This is with-
out subsidy. We ‘have participated in milk powder sales to Egypt.

In addition, in conjunction with the three other members of the
Council of Northeast Cooperatives, we have worked to set up an ex-

._port trading company called Export Dairy, Incorporated to further
research and coordinate dairy product sales for our member co-
operatives in the future.

The GATT and NAFTA free trade agreements have slowly start-
ed to help open markets for U.S. dairy products around the world,
reducing tariffs and lowering levels of agricultural export subsidies.

Having shown strong support for N. A and GATT agreements,
we in the dairy industry were somewhat displeased, however, to
see Canada dramatically increase its tariffs on U.S, dairy, egg, and
poultry Froducts.

I would like to thank our Senators for their work in the Cana-
dian access issue earlier this year, bringing the issue up to U.S.
Trade Representative Charlene Barshefsky uring her confirmation
hearing before this committee, and further elevating this matter
within the office of the U.S. Trade Representative.

As you know, in 1995 Canada imposed over-quota tariffs of 250
to 300 percent on U.S. dairy, poultry and egg products, eﬂ'ectivelf\]'
shutting our products of their the markets to the north. Althou
the United States challenged the Canadian action before a N A
dispute panel, the panel voted unanimously to uphold Canada’s im-
position of the over-quota tariffs. That decision clearly seems to run
counter to the increased market access provided by the Free Trade

ements. »

n short, the Canadian market access would provide significant
and needed opportunities for our dairy industry in both the short
and the long term. As a dairy producer in New York State, I cannot
help but feel that our industry in the northeast is well positioned
to capitalize on market opportunities to export fluid milk and value
added dairy products to the eastern population centers of Canada.

New York and New England produce over 16 billion pounds of
milk annually, accounting for 11 percent of the national milk pro-
duction; $1 blliion is an estimate from Penn State University of the
potential sales to Canada with increased access. As you know, Can-
ada has a rigid supp}{ management system that includes produc-
tion quotas as opposed to the United States, which is a much more
market-oriented system.
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Canada’s supply management system maintains prices to their
_ producers that are significantly higher than domestic prices here in
the United States. The current support price for manufacturing
milk in Canada is 52 percent higher than the current U.S. basic
formula price, minimum order, of $11.44 per hundredweight.

At the same time, Canada’s supply management system carries
out pooling practices, which gives its producers significant price ad-
vantages in world markets for bulk dairy products.

One of the things that we noticed happening in the northeast is
that, as Canada adjusts its supply, its quotas, is we see excess
dairy cows moving across the border. We also see it come down in
times when they have excess feed. In times when they need it, we
do not see it.

So, I would make a very good point here, that the Canadian sys-
tem could not work if it were not for the ability to balance it on
the much larger U.S. system. .

I would like to wrap this up. As the United States and trade rep-
,resentatives are pursuing negotiation with Canada on the pricing
of ]pooling })rograms that appear to be contrary to NAFTA and
WTO guidelines, we would like to recognize that these need to be
formally addressed again in the next World Trade Organization,
however the disappointments do point out to important consider-
ations for future trade.

We have been supportive of the country’s pursuit of free trade
opportunities, recognize that agriculture is difficult for negotiators
to be firm on. We would have some difficulty with fast track if we
did not see that there was going to be better opportunities for us

* to open up these foreign markets,

With that, I will wrap it up and be ready for questions.

Senator GRASSLEY. Thank you very much.

4 I’Iihe prepared statement of Mr. Peterson appears in the appen-
ix.

Senator GRASSLEY. Our last witness is ‘Mr. Laurie, from the

Michigan Farm Bureau.

STATEMENT OF JACK LAURIE, PRESIDENT, MICHIGAN FARM
BUREAU, ON BEHALF OF THE AMERICAN FARM BUREAU
FEDERATION

Mr. LAURIE. Thank you, Mr. Chairman.

On behalf of the 4.7 million members of the American Farm Bu-
reau Federation, I am pleased to have this opportunity to present
some of our concerns and hopes for the future using the trade ef-
forts that have been established for us up to this point.

The American Farm Bureau Federation is a strong supporter of
freer and more open trade. We worked hard to secure passage of
the Uruguay Round of the General Agreement on Tariffs and
Trade, as well as the North American Free Trade Agreement.

We also strongly support Most-Favored Nation status for China
as a protection against unreasonable tariffs for U.S. products. In
addition, we support fast-track authority for the negotiation of fu-
ture treaties.

Fast track is critical to future negotiations, esgecially in the 1999
re-negotiation of the agricultural agreement of the Uruguay Round,
and for adding other nations to NAFTA. There will be no reason
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for other countries to take us seriously in these negotiations if we
do not have fast track in place.

American farmers can compete in any market in the world if
they are given the tools and free market access. We know that we
face vex;{ strong competitors around the world, but U.S. agriculture
and food preducts have always enjoyed an enviable reputation with
international consumers. :

U.S. farmers as a whole are satisfied with the Freedom to Farm
Act of 1996. With the expectation of freer markets for our products,
our farmers are looking toward various risk management tools and
freer trade. While having just experienced a year of enerally bet-
ter prices and growth in export sales, farmers are still questioning
if our trade agreements are really working. :

Many farmers do believe the export numbers which tell us these
agreements are working. However, there are concerns at the grass-
roots level about either certain commodities or specific issues, like
the European Union-United States hormone case we appear to
have won. :

To find support for future trade legislation, producers must see
more positive actions. It is critical that the President come forward
vith a fast-track negotiating authority proposal that can be passed
by-Congress.

We believe a clean fast track free of labor, environmental, and
social issues is critical to future negotiafions. Re-negotiation of the
Uruguay Round is due to begin in 1999, and preparatory work is
needed now. Why would any trading partner want to negotiate
with the United States without fast track? Indeed, some have al-
ready indicated they will not waste their time.

If we are going to be in a position to trade competitively with our
neighbors in the Americas, we need to be negotiating now. We are
going to find that our neighbors may have negotiated some agree-
ments not to our liking if we are not soon in a position to join-in
the process.

We believe Canada has reached an agreement with Chile that
would continue to protect its dairy, poultry, and other supply man-
aged sectors in much the same way that resultéd in our disastrous
loss in the recent ITC ruling on dairy and poultry.

Most-Favored Nation status for China must move through Con-
gress without being encumbered by human rights issues. We are
all concerned about the people of Hong Kong and its future as a
major trading center. However, structuring trade policy based on
what might happen there will not move us any closer to resolving
our trade issues with China.

We are currently considering the ground rules for accession of
China and Russia into the World Trade OIAganization. These nego-
tiations must result in their entering as developed markets, and
only on a commercially viable basis.

e must also have strong and fully-funded trade promotion and
market development programs such as the Market Access program,
the Foreign Market Development program, the Dairy Export Incen-
tive program, and the Export Enhancement program to compete
with the Europeans and other global competitors. ) -

We are also extremely concerned whether genetically-modified
organisms will be received or denied entry into the EU. The Euro-
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pean Union continues to ignore sound science when considering ap-
proval of these commodities. . :

Last year, the United States exported $60 billion of agricultural
goods to our trading partners, and we imported $30 billion from
them, leaving us a trade surplus of $30 billion. To continue this ex-
cellent record, the United States needs to remain involved in lower-
ing barriers and creating more open trading syStems in all coun-
tries. .

It is important that our industry have a position in the negotia-
tions and agriculture must remain on the full agenda of all trade
negotiations, including the General Agreement on Tariffs and
Trade 1999, the Asian-Pacific Economic Cooperation, Free Trade
Act of the Americas, Organization for Economic Cooperation and
Development, and future EU North American discussions.

To keep our agricultural industry competitive, we must continue
to challenge the European Union and our other trading partners
who do not live up to their commitments. The U.S. Department of .
Agriculture and the U.S. Trade Representative must have adequate
financial resources to carry on the fight for opening and expanding
markets. ,

We heartily applaud Ambassador Charlene Barshefsky in her
move to designate a Deputy Ambassador for Agriculture. We be-
lieve that the position of Deputy Trade Ambassador for Agriculture
should -be established by statute. A Deputy Ambassador for Agri-
culture at USTR, and continued close coordination with USDA, are
critical for successful long-term agricultural trade and expanding
market access.

We must look at the overall picture of what it will take for the
industry to meet future market needs. These needs go beyond
international agreements and treaties. A great number of issues
must be faced up to and resolved right here at home if our produc-
ers are to compete successfully.

Issues such as regulatory reform, research and education, trans-
portation issues, and a global climate change treaty, only to men-
tion a few, are on the list of issues that need to be dealt with here
at home. These are just a few of the issues that-we face while try-
%(ng to produce a cost-competitive product for the international mar-

et.

Thank you for this opportunity to present some of our thoughts.

[The prepared statement of Mr. Laurie appears in the appendix.]

Senator GRASSLEY. Yes. I want to thank each on the panel, be-
cause very rarely do we get a panel that uniformly finishes on
time. It makes it much more interesting and convenient when you
are prepared to summarize and do it within the time. So, I will see
if I can keep my questioning as uniformly short as well.

Let’s see. I think I will start with you, Mr. Condon. This is some-
thing I spoke to with the previous panel, and that is in regard to
the %eef hormone case that was brought by the United States
against the European Union. Your members and my constituents
have a lot to gain or lose from that. -

I know you might be limited on what you can comment on on a
decision that still is not final, but what are your impressions of the
decision, and what-could it mean to your membership and the rest
of agriculture?

)
\
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Mr. CONDON. Well, I think it is a very highly significant finding,
if what we read in the ‘press is correct. This was the first test of
the sanitary/ hytosanitar{ agreement that was negotiated during
the Uruguay Round, and this was the very first case that was pur-
sued under that. .

So I think it has very important meaning, not only for livestock
and meat ‘producers, but for the wiole agricultural community, and
not only for the United States, but for all agriculture exporting
countries, even including the European Community, who partici-
pated very constructively in developing the rules of the SPS agree-
ment.

Senator GRASSLEY. Did you hear the testimony by the previous
panel in response to questions, and would you generally say that
you are in agreement with their analysis of that and that they
were probably a little more restricted on what they could say be-
cause of the pending agreement? »

Mr. CONDON. Under the rules of the WTO, when the preliminary
report is put out it is confidential.

Senator GRASSLEY. Yes.

Mr. CONDON. But what we are seeing more recently, especially
in these high profile cases, is that the press gets ahold of them im-
mediately. :

Senator GRASSLEY. Yes.

Mr. CONDON. The press got ahold of this one immediately. They
reported the finding within 24 hours of when it came out. I under-
stand the press now has the confidential report and probably will
be reporting that within 24 hours. But my understanding is, what
I am hearing, is it was a very convincing win on virtually all of the
points, and I think that is very good for us. But it has very, very
widespread implications. -

Senator GRASSLEY. All right.

On another point, I would like to ask about what I understand
is your organization’s opposition to S. 617, the Meat Labeling bill.
You recently had a career in the U.S. Trade Representative’s office.
Do you recall any situations where the United States fought
against similar requirements imposed by our trading partners?

And a second question is, the sponsors of the bill contend that
they are merely giving consumer information so that they can
make an educational choice on what they are buying. And then, be-
cﬁuse of your opposition, I would like to know how you respond to
that.

Mr. CoNDON. All right. I will answer the first question. I recall
about a year ago when similar legislation, but applying more
broadly, I think basically aimed at fruits and vegetables, was intro-
duced in the House by Congressman Bono.

At the same time, coincidentally, in Japan one of the Japanese
ministries was considering some labeling requirements on fruits
and vegetables being imported into Japan. I know our embassy
complained to the Japanese about that, because we were concerned
of the impact it would have on our exports of fruits and vegetables
into Japan.

Generally, whenever any country is looking at or considering la-
beling requirements—we have had difficulties with the Canadians
not in the meat areas, but in other areas—we have complainecf
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about those because we felt it is basically a disguised nontariff
trade barrier. .

Your second question, I have forgotten now

Senator GRASSLEY. All right. It is in regard to the point about
your opposition to the legislation, and the proponents say that the
purpose of the legislation is nothing more than giving consumers
an education choice about what they are buying, and your response
to that argument. ,

Mr. CoNDON. Well, the difficulty is, a lot of livestock nowadays—
this bill would require labeling with regard to the animal thé meat
was obtained from, where it was raised, where it was slaughtered.

What we are seeing now, is a lot of animals are crossing the bor-
der back and forth. We buy, of course, a lot of feeder cattle from
Mexico, then we have got cattle moving both ways across our
northern border. So, it would be very difficult to keep track of that.

There is a real question about how meaningful it will be if an
animal spends 1 year in the United States and 1 year in Canada,
and I suppose some of them could even slip into Mexico for a few
months. I mean, what would the meaning be of labeling that meat
as coming from an animal that was raised partly in the United
States, partly in Canada, partly in Mexico?

Senator GRASSLEY. Ms. Fisher, your testimony indicated that a
potential trade barrier may be created due to the difference be-
tween the United States and EU regulatory standards. What is
your company, and the private sector as a w¥lole, doing to achieve
harmonization of these regulatory schemes? '

Ms. FISHER. Mr. Chairman, we have been participating in a
group called the Transatlantic Business Dialogue that was created
between the EU and the United States. It is a government-industry
cooperative effort to identify, what are the most significant regu-
latori barriers to trade, and to see what can be done about improv-
ing the harmonization of those regulatory areas.

Senator GRASSLEY. So right now at this point, it is in very much
the formative stage. ‘

Ms. FisHER. That particular dialogue is, that is correct.

Senator GRASSLEY. Yes. That would be the limit to what your
company might be doing in that area.

Ms. FisHER. That is where we have put most of our emphasis.
Prior to the establishment of that group, we have been actively
working with the regulatory agencies in the United States—EPA,
USDA, and FDA—to encourage them to be moving on the harmoni-
zation front as well. ,

Senator GRASSLEY. And so obviously you hope that the dialogue
that is going on between the United States and the EU then finds
itself into the liberalization of public policy in the United States as
well as the European Union, as far as harmonization is concerned.

Ms. FISHER. That is correct.

Senator GRASSLEY. All right.

A second question. This comes from the fact that I have had an
opportunity to have several meetings over the last several months,
both in the United States as well as in Europe and Asia, with peo-
ple from Europe, their parliamentarians and their ministers.

* They tell me that their consumers are not accepting biotech prod-
ucts, and this has created a political problem that makes it difficult
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- for officialsiin those countries to agree with the United States to
in any way advocate allowing these products to be imported.

First, is that your impression of the European market? In other
words, you see it as a company from the market forces, I presume,
as much as from government, whereas I am just having dialogue
with public officials and they may not be interpreting their con-
stituents’ opinions accurately, as they report them to us.

Second, what is the private sector doing in Europe to ease con-
sumer concerns on biotech products? I presume that the people
that would want to ease those concerns in Europe would be compa-
nies even in Europe, as well as the United States, that have
biotech products now on the market.

Ms. FISHER. A couple of points, Mr. Chairman. First of all, there
is unquestionably a political issue in Europe about bio-engineered
products. We have, as a company working with industry, done
some surveying to find out what the customers are really thinking.

Most of the data comes back to show that the general public in
Europe has not made up its mind on biotechnology yet and, there-
fore, are not strongly opposed to it. That gives industry an oppor-
tunity and a responsibility, and we have taken steps, to join to-
gether and educate the European public about biotechnology.

We have created an industry coalition with not only companies
such as ours that do the bio-engineering and produce products, but
. also others in the food chain, including some of the food processors,
and we are working more with the retailers, the grocery outlets, to
bring to them information that will be valuable to the public, infor-
mation on the safety of the products, informatioa about the benefits
that we enjoy from them, the fact that bio-engineering will lead to
improved nutritional value, that we will be able to increase the
yields of our farmers while producing less environmental impact,
and really to explain to them, in ways that perhaps industry has
not done in the past, why this technology is safe and is good. Those
steps are under way.

Last, we are also working, again, with others in industry to iden- ——

tify leading scientists and people in the medical community or nu-
trition community that will speak out on behalf of biotechnology
and its safety. Again, sometimes they have a more credible voice
with the pub{ic than perhaps companies like ours that have an in-
terest. '

So, we are taking our responsibility to educate people about bio-
technology very seriously. -

Senator GRASSLEY. On the first point I asked—and you probably
hit on it, so it is a matter of emphasis—in your opinion then, as
these Europeans are expressing the view of their consumers, and
that is as I have related it to you, they always say they are having
a problem, do you think that that is a true assessment of how the
European consumer is feeling about these products, or do you kind
of feel that the politician may be misinterpreting their consumers?

Ms. FISHER. I think it would be a little presumptuous of me to
tell the politicians in Europe that they are not reading some of
their constituents correctlﬁ. There is——

Senator GRASSLEY. No. But, see, you have got to weigh what they
are saying versus how you find acceptability of your product.
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Ms. FISHER: That is-correct. The soybean products enter the Eu- .
ropean market already, and that is good news to us. Again, our
survey information that we have taken in various countries in Eu-
rope has indicated more of an open mind to the technology than an
opgosition to it.

enator GRASSLEY. I think that is a significant statement right
there. That answers my question. All right. I will move on, .

Mr. Hardin, your testimony makes a strong case for expanding -
free trade agreements. Your industry has had a remarkable success
under both GATT, as well .as NAFTA. Given this past success,
where does your organization stand on the issue of fast track?

Mr. HARDIN. Obviously, we have not seen the administration’s
proposal and we would like to look at it. But we will be generally
supportive. I think one of the key issues for us is we stiﬁ have a
number of access issues that are outstanding, some of which I dis-
cussed today, some of which I did not, that the administration
could continue to be working on. I think it is very important.

You understand your State as well as any of us do, that there
are some feelings ofy deep suspicion about trade agreements. I think
the more positive messages we can bring our producers and our
members, the greater likelihood that we can generate really strong
sugport for fast track.

enator GRASSLEY. Yes. .

Mr. HARDIN. But, obviously, as an unprotected industry we have
an awful lot to gain as we move forward.

Senator GRASSLEY. Are there any regions of the world or specific
countries that you think that the administration should place its
priority on in expanding trade?

Mr. HARDIN. Well, believe it or not, I would go to our biggest cus-
tomer, and that is Japan. Last year, we had a 22 percent share of
the exports. But the garriers that are"in place allow many coun-
tries that cannot begin to compete with us significant access to that
market. We were unable to get that done in the last GATT round,
and I think that is one of the key issues long term.

Obviously, for immediate gains, and obviously what I talked
about with China today, could be incredibly important as that econ-
omy opens and expands, all of the issues with straight trading, and
everything else that is wrapped up in that that we just sort of
glossed over today are incredibly important.

Senator GRASSLEY. The Natiofial Pork Producers Council has
been one of the leaders among the farm groups in calling for this
administration to pay more attention to agricultural trade issues,
8o this may be an uncomfortable question for you to deal with. But
what. is your opinion of how the USDA and’ the USTR have ad-
dressed your concerns?

Mr. HARDIN. Wel, | would have to say that in this current ad-
ministration I have had opportunities to ask some particularly dif-
ficult questions of Ambassador Barshefsky and Secretary Glick-
man, and they have followed through.

They have looked me right in the e%e and said, for instance, on
this EU agreement, we are oing to back it to the limit; we are
going to get an agreement. r chasing this thing for the last 10
years, we got that this time.
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I think they are beginning to understand across all of the admin-
istration that in a changing farm bill environment, expanded agri-
cultural trade is the one way we are going to increase returns for
agricultural producers and all of those up the chain from us. Stra-
tegically, it is the place where we have to do everything in our
power to move forward. ,

Senator GRASSLEY. Mr. Peterson, obviously you have expressed
in your testimony some problems, particularly with the Canadian
market, that you have frustration. I share that frustration. I have
had even dairy people in my part of the country bring that up.

They have also, as a result of these Canadian problems, ex-
gressed some reluctance to support fast-track authority for the

resident to negotiate further, or even doing within existing free
trade agreements what some things are calendarized to do. But I
also think that the dairy industry has as much to gain as any other
sector of agriculture by new free trade agreements.

So my 3uestion is, what types of assurances would be necessary
for uc and the President to give you, or what specific issues need
to be resolved to make the dairy industry more comfortable with
fast track and negotiating future trade agreements?

Mr. PETERSON. Well, if I might comment, perhaps some of the
blame for our disappointment is, in the dairy industry we have
never been a big exporter. So we are in an area where many of the
commodities in this country have been into for a long time.

We felt that in the last trade negotiations that we had some as-
surances that the Canadian market was going to be opened up to
some extent. When that did not happen, then obviously the World
Trade Organization, in ruling unanimously, we felt that we did not
have that assurance there. So we will look next time.

Perhaps what we need is a better involvement from our industry.
I think the realization is in our dairy industry now that exports are
our future. That is being driven by the price support phase-out that
will happen at the end of 1999.

It is also being driven by the fact, I think, that we as dairy pro-
ducers are purchasers of other agricultural commodities that do
trade in the world market. I have to compete with the Japanese for
soybean meal. I am paying $340 a ton for soybean meal right now.
lIc am waiting for dairy to get into that same kind of a dynamic mar-

et.

I think we have to have a world market in order for it to get
there, but I think we as producers have got to have better relation-
ships with the department. I guess I would only be guessing if I
said that because we had not been a big trader in dairy, that it did
not have the highest priority in the last round, and recognizing our
future we need to change that. That did not answer your question,
I do not think.

Senator GRASSLEY. Well, I think you have pointed out a very im-
portant aspect of self-cxamination, and your own participation, that
;naybe just changes in laws are not the total solution to your prob-
em.

I think your answer to my question is, maybe there is not a spe-
cific thing within fast track that you have fo have to satisfy you,
that you are just expressing some frustration with losing a particu-
lar case with Canada, as that was interacting between the Cana-
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%aTrz) Free Trade Agreement, and the GATT agreement, and the

But let me suggest to you, I think it was Senator Baucus who
made the point to the first panel that when we administer fast
1t;ralck, if we do it again, that Congress is going to keep some con-

rol. .

One of those controls that we had under the last authorization,
which was under Bush- when we had a Republican President and
a Democratic Congress, so it seemed to me like it ought to work
“"“ahistway if we have a Republican Congress and a Democratic Presi-

ent. -

That is, that we are going to have consultation on a regular basis"
with this committee. So through a procedural process, not so much
a substantive change in the law, but the dairy industry can come
to us and have us bring your points of view up on a fairly regular
basis to our trade representative.

Mr. PETERSON. That is what we are asking for, is we are asking .
for an open avenue to get to you, recognizing that world trade is
very important to the dairy industry’s future with the new legisla-
tion we are under. We realize that and that will be an indicator
of our support 8f fast track, if we feel confident that we have that.

Senator GRASSLEY. Well, that is a very forward-looking comment
that you make. I think it infers to me that you intend to be very
successful and very competitive, just like every other segment of
agriculture is tryi% to be.

* Mr. PETERSON. We must.

Senator GRASSLEY. I have a couple of questions, Mr. Laurie, then
I will finish. .

One of-the most important issues Congress debates this year, of
course, as you heard at this meeting, are our trading relationships,
and that future one with China. Also, we are going to have the an-
nual MFN debate within a few weeks. The administration is cur-
rently negotiating with China on WTO.

In your opinion, what potential does China hold for the American-
farmer? Maybe I also ought to ask not just what potential, but
what particular harm if thing are not negotiated right?

Mr. LAURIE. Well, Mr. Chairman, I think it would be against all
of the rules of good trade to leave the largest potential trading

. partner out of the arena during the discussions, and that is essen-
tially what we would be talking about if we did not favor bringing
China to the table. The mass of people and the explosion of their
economy that we all helieve is imminent is an opportunity for
American agriculture that we should not ignore.

As I and others have said this afternoon, certainly the future of
our entire industry—and we have talked about specific commod-
ities within the agricultural industry—a good deal of it lies with
what we can do to trade on an international basis, and to not have
thﬁ Chinese at the trading table, we believe, would be a gross mis-
take. -

The second part of your question, what harm could it do, we do
not see that it can do any harm to the opportunity certainly to
move our products. We believe the challenges are perhaps more so-
cial and political in nature than they are economic. we indi-
cated, we need to focus from the trading perspective on those issues
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that are economic and let the human rights issues be resolved in
other manners. :

Senator GRASSLEY. I would like to finish with a uestion similar
to what I asked Mr. Hardin, whether or not—and t is is under the
assumption that we grant this fast-track authority, and it is also
assumm% that the President is going to ask for it, because unless
he asks for it and does it pretty quickly, as Senator Graham said,
regardless of our good intentions, it may not be advanced because
of the lateness of it and the politics that come up later in this bien-
nial session. I mean, the 2-year round of elections we have.

Anyway, what countries or regions of the world hold the poten-
tial for U.S. a%ricultural products that you would think that our
President’should concentrate on in negotiating? Or there may not
be a specific one.

Mr. LAURIE. Well, I am sure, Mr. Chairman, you could prioritize

the areas of potential. I believe it would go without saying that,
given their current economies and the current population growths,
that the Pacific Rim nations would be one of the very highest prior-
ities. :
The whole business of developing a trading prospectus for U.S.
agriculture is really somewhat multifaceted. It includes developing
nations who need a different type of trading relationship than do
the developed nations who have built their economies and have a
greater opportunity and greater economic ability to be our trading
partner. !

When I look back at history in regard to this particular question,
I always look at the PL-480 plan as sort of a role model for what
can happen. Those countries that were initially PL-480 recipients
of U.S. agricultural products, many of those countries have now
turned into our best trading partners, not only our best from the
standpoint of the quantity that they trade with us, but also best
from the standpoint of their economy viability to be a successful
trading partner. ‘

So we have to focus on those that have the greatest potential for
people, the freatest otential economically, and certainly the great-
est potential to develop into future trading partners.

Senator GRASSLEY. You know what frustrates me most about not
having this fast track process under way already, is the fact that
I am a conservative and supgort fast track and support freeing up
trade, and now liberals within the Congress, particularly in the
other body, tend to be the ones that are holding up the process.

We have liberalization of trade because liberals in our political
system 60 years ago led the way, people like President Roosevelt
and Cordel{Hull, when he was Secretary of State, for opening u
the trade and for the expanding of investment around the world.

We had John F. Kennedy and we had Lyndon Johnson lead the
way in the Trade Expansion Act and the GATT agreements of the
1960’s. People of my political philosophy in those daKS that were
opposing that process at that time were labeled by the press and
political opponents as isolationists, as protectionists, as
reactionaries. -

Now we have conservatives supportin% the free trade movement
and liberals in Congress objecting to it. But the frustration is, I do
not see them labeled as isolationists, and as protectionists, and as
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reactionaries, which obviously they are if they think they are goin%
to be able to turn the world back to where we can build a wall
around the United States, that is not going to be possible.

But that is just my frustration from being a public official that
wants this process to move, and not seeini it moved, knowing why
it is not moving, and seeing the same labels that ought to apply
to them not being applied to them, because I do not think you can
defend, today, being a protectionist. I do not think you can defend,
today, being an isolationist. Nobody is going to say they are a reac-
tionary.

So, I adjourn the meeting. I thank you very much for your con-
tribution to the process.

[Whereupon at 4:42 p.m., the hearing was concluded.]
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PREPARED STATEMENT OF MARK BERG

Good moming, Mr. Chairman, and Members of the Subcornmittee. | am Mark Berg, o
soybean and comn farmer from Tripp, South Dakota. i currently serve as First Vice
President of the American Soybean Associetion. ASA is a national trade association
;:vith 30,000 producer members which represents the interes:s of alt U.S. soybean
armers. . -

We appreciate the invitation to appear before you today to discuss market access
issues for U.S. agricultural imports. With Congress soon to consider extending fast
track authority to the Administration Lo negotiate new trade ugreements, how
_.agriculture issues are addressed will be critical to both U.S. competitivenees and to
how we meet future world food needs.

Masket access was one of the key negotiating objectives for the U.S. in the Uruguay
Round negotiations. Through tariffication and minimum access commitments, we
established & basis for achleving greater trade liberalization in future rounds. Whether
we are able to continue toward this goal will depend on several factors, including
compliance with existing commitments and concerns over greater dependence on
imperts. sNowhere is this concem stronger than in agricultural trade.

In {dentfying priorities for increasing market access for U.S. agricultural exports, it ia
helpful to look at the broader context in which this trac'e occurs. The most compelling
facts of the past SO years are that the world's populatioa has roughly doubled, from
2.2 to 4.2 billlon since World War I, while the land arca producing food for this
growing population has remained constant. The main factor driving the first trend is
the sharp decline in mortality rates due to improved medical practices. The key to
increased per acre yields has been introduction of new technologies, including hybrid
seeds, more effective chenical pesticides and fertilizers, and improved crop
management practices.

Looking forward, the most compelling fact of the next S0 years is that global
population will double agaln, from 4.2 billion to at least 8.5 billion before 2050.
Projectiona indicate this trend will leve! off before the end of the next century at
between 10 and 12 billion people as the growth rale in developing countries declines
owaid ihe ievel iu dersiuped countsies of about i.7%.

43)
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As world population doubles during the next five decades, demgnd in developing
countries for diets with higher protein content will increase consumption of grains and

oilseeds by at least 250% over current levels. How the U.S. can play a lead role in
helping meet this demand is a key issue for U.S. farmers and policymakers.

There are two basic alternatives for increasing world food production: Continuing the
trend toward higher-yield production on existing cuitivated acreage; or breaking
additional arable land into production. The latter approach would focus on over 250
miilion productive acres currently in rain forest and other wildlands in Brazil,
Argentina, and Bolivia. We are already familiar with reports of Brazilian farmers
burning forests and clearing land. Neither U.S. producers nor environmentalists want
to encourage this practice.

The altemnative is to continue the current course toward sustainable higher-yield
production agriculture in the U.S. and other countries with suitable climates and
powing areas. In meeting world food needs, the greutest promise for {mproving yields
and reducing costs is through the introduction of new seed varicties developed
through biotechnology. ‘

U.S. farmers planted the first commercial crop of herbicide-tolerant soybeans in 1996.
Initial results shéw yields up an average of 5% ai.d production costs, including the
reduced use of herbicide, down another 5-10%. These numbers may appear small,
but they are quite significant when average anriual yield improvement over the past 30
years has been in the 2-3% range. Similar benefits have been noted from introduction
of the first biotech com variety last year. Acceptance of these new crops by producers
is demonstrated by the fact that suppliers are sold out for 1997. -

While farmers are quickly accepting biotechnology as a key factor in meeting world
food demand, acceptance by consumers in some countries is not yet assured.
Misrepresentations by activist groups in several countries in Europe have raised
consumer concemns, resulting in proposals to restrict imports. label products that may
contain biotech ingredients, or require segregation of biotech crops from conventional
varieties.

At best, these initiatives would only further confuse consumers, implying differences
when all competent scientific authorities have determined that none exist. At worst,
they could create illegal non-tariff barriers to access by U.S. farmers to European

markets. . .

ASA believes concerns over introduction of biotech crops must be addressed through
negotiations between the U.S. and the EU. Once agreement is reached on how to
harmonize regulatory systems, the U.S. should take the lead in urging broader
acceptance by the OECD and, uitimately, adoption of uniforn1 standards for biotech
trade in the next round of GATT negotiations.

This process will require a coordinated effort by major stakeholders, including biotech
companies, growers, processors, and end-product manufacturers to educate
consumers in Europe and other countrice. The Adminlatration should identify
adopting hermonized regulations for approving biotech crops and including uniform
standards for biotech trade in the next negotiations us a top priority,

,

~
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3.

A second major trade policy priority to ensure U.S. access (0 world agricultural
markets is to offer meaningful supply sssurances to foreign buyers. U.S. soybean
producers well remember the impect of export restrictions imposed by the Nixon
Administration in 1973 due to temporasy shortages and high prices for soybeans and
soybean meal. Key importers, particularly Japan, decided the U.S. could no longer be
counted on as a reliable supplier. Jupan proceeded to make a major investment in
soybean production in Brazil, which has become one of our largest competitors.

The history of U.S. trade policy includes other examples of willingness by various
Adminlatrations to consider restricting sgricultural exports for foreign policy or
national security reasons. The Soviet grain embargo imposed by President Carter in
1980 tumed U.S. customers to other suppliers, including Argentina and the EU. We
currently maintain trade embargoes on several countries, including Irun, Libya and
Cuba, that buy substantial quantities of agriculiural products {rom Europe, South
America, and Canada.

As global population growth continues to press on food supplies, variations in yleld
and production due to weather and other factors are certain to create periodic
shortages. How U.S. policymakers handle these situations will have a critica) effect on
whether importing countries allow themselves to become more dependent on the U.S.
as a major supplier. Some countries may be unwilling to grant greater market access
and accept a greater degree of dependency and risk, without some form of binding
supply assurances. .

The U.S. should consider the idea of offering supply assurances in exchange for
greater market access commitments in the next WTO negotiations. Such assurances
would not include supply or price guarantees, only the same access to purchase U.S.
supplies as provided to domestic buyers. Importing countries would be able to impose
trade sanctions against countries that restrict agricultural exporte, including the
export taxes currently being used by the EU to keep its wheat stocks off the market.

In addition to these trade priorities for the next WTQ.round, two other factors are
critical to maintaining the role of the U.S. as a major supplier of food to the world.
Agricultural research is emphasized at nearly every conference or hearing as en
essential investment in ensuring future food supplies. Yet successive Administrations
and Congresses have collaborated in reducing Federal funding (or basic and applied
research by the Agricultural Research Service and by extension and cooperative
research institutions. The President’s budget proposal for FY-98 includes a cut of
6.8% in constant dollars for agricultural research. Some of the work supported by
Federal dollars is vital to increasing yields for basic crops, and will not be done by the
private sector. Agricultural research funding must be protected from the budget

process.

The second criticel area is our declining commitment to international food assistance
programs. P.L. 480 has become an annual target for both the Executive Branch and
the Congress to avoid making "tough cuts® in other programs. However, increasing
food security by improving the diets of the hungry and the undemourished helps bring
down the population growth rate in developing countries. So by cutting P.L. 480 eac!
year, we only make this problem tougher down the road. -

in conclusion, Mr. Chairman, U.S. policymakers should consider the role we need %o
play in meeting global food needs before defining priorities for future trade
negotiutions. We believe a long-term approach would reflect the importance of trade In
biotech crops and of providing assurances of supply in exchange for commitments on
market access, Federal funding of agricultural research and foreign food assistance
programs are important to achieving our goal of meeting world food demand in the
218t century.

Thank you agal n.‘Mr. Chairman, for the opportunity to appear before the
Subcommittee today.  will be happy to respond lo any questions you may have.
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PREPARED STATEMENT OF LEONARD W. CONDON

THANK YOU, MR . CHAIRMAN.

I AM LEONARD CONDON, VICE PRESIDENT FOR INTER-
NATIONAL TRADE, AMERICAN MEAT INSTITUTE (AMI). 1
APPRECIATE THE OPPORTUNITY TO BE HERE TODAY TO SHARE
AMI'S VIEWS ON THE CURRENT STATUS AND FUTURE PROSPECTS
FOR TRADE BETWEEN THE UNITED STATES AND THE EUROPEAN
UNION IN LIVESTOCK AND POULTRY PRODUCTS. AMI IS A
NATIONAL TRADE ASSOCIATION REPRESENTING PACKERS AND
PROCESSORS OF 70% OF THE NATION'S BEEF, PORK, LAMB, VEAL
AND TURKEY PRODUCTION, AND THEIR SUPPLIERS.

REGRETTABLY, THE CURRENT STATUS AND PROSPECTS
FOR TRADE IN LIVESTOCK AND POULTRY PRODUCTS
BETWEEN THE UNITED STATES AND THE EUROPEAN UNION
ARE NOT BRIGHT. EU PRODUCERS ARE GENERALLY VERY
WELL PROTECTED, COMPARED WITH THEIR U.S. COUNTER-
. PARTS. THEY ENJOY GENEROUS PRICE SUPPORT SYSTEMS
WHICH ENCOURAGE OVER-PRODUCTION. THEN, THEY
BENEFIT FROM SIGNIFICANT EXPORT SUBSIDIES WHICH
FUND THE DUMPING OF EXCESS PRODUCTION ON THE
WORLD MARKET.

THE “PRODUCER SUBSIDY EQUIVALENT” IS A
YARDSTICK FOR COMPARING THE VALUE OF SUPPORT AND
PROTECTION INDIVIDUAL GOVERNMENTS PROVIDE TO
AGRICULTURAL PRODUCERS. THIS TOOL WAS CREATED,
AND IS CALCULATED ANNUALLY, BY THE PARIS-BASED
ORGANIZATION FOR ECONOMIC COOPERATION AND
DEVELOPMENT (OECD). THE OECD ESTIMATES THAT IN
1995, 64 CENTS OF EVERY DOLLAR RECEIVED BY EU BEEF 3
AND VEAL PRODUCERS WAS A DIRECT RESULT OF ’
GOVERNMENT SUPPORT AND PROTECTION. FOR U.S.
CATTLEMEN, GOVERNMENT SUPPORT/PROTECTION
ACCOUNTED FOR ABOUT S CENTS OF EVERY REVENUE
DOLLAR RECEIVED IN 1995. FOR POULTRY SIMILAR ,
COMPARISONS ARE 28 PERCENT FOR EU AND 5 PERCENT
FOR U.S. GROWERS. FOR PORK, THE GAP IS LESS
PRONOUNCED -- 9 PERCENT FOR EU HOGMEN, VS. 5§ PERCENT
FOR THEIR U.S. COUNTERPARTS.
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. NOTWITHSTANDING THESE BASIC FACTS, EU EXPORT
SUBSIDY REDUCTION COMMITMENTS MADE IN THE
URUGUAY ROUND, ALONG WITH THE EASTWARD
EXPANSION OF THE EUROPEAN UNION, WILL REQUIRE
SIGNIFICANT REDUCTIONS OVER TIME IN THE AMOUNT OF
SUPPORT AND PROTECTION PROVIDED TO EU LIVESTOCK
AND POULTRY PRODUCERS. HOWEVER, IT APPEARS THAT
THE EU IS COMMITTED TO SUPPORTING DOMESTIC
LIVESTOCK AND MEAT PRICES AT LEVELS WHICH EXCEED
WORLD PRICES -- THEREBY CONTINUING A NEED FOR
PROTECTION FROM IMPORTED COMPETITION.

IN THE SHORT AND INTERMEDIATE TERM, UNDER-
LYING FARM POLICY FACTORS WILL CONTINUE TO
DISCOURAGE EU POLICY MAKERS FROM IMPLEMENTING
ACTIONS TO FACILITATE MEAT IMPORTS. LAGGING BEEF:-.

DEMAND AND SWELLING INTERVENTION STOCKS -- A
DIRECT RESULT OF WIDESPREAD CONCERN REGARDING THE
SAFETY OF EUROPEAN BEEF -- CURRENTLY EXACERBATE

THIS SITUATION.

EU INTERVENTION STOCKS OF BEEF AT THE BEGINNING
OF 1996 TOTALED 8,810 TONS. LARGELY DUE TO THE
ANNOUNCEMENT LAST MARCH REGARDING BOVINE
SPONGIFORM ENCEPHOLOPATHY, INTERVENTION STOCKS
BY THE END OF LAST YEAR HAD CLIMBED TO 417,932 TONS.
THESE LARGE FREEZER STOCKS OF BEEF HAVE NEGATIVE
PRICE IMPLICATIONS FOR ALL EU LIVESTOCK AND POULTRY
PRODUCERS. AND FINDING MARKETS FOR THESE HUGE
INTERVENTION STOCKS OF BEEF PRESENT A FORMIDABLE
CHALLENGE TO EU OFFICIALS.

AGAINST THIS BACKDROP, EU AND U.S. VETERINARY
OFFICIALS HAVE BEEN ATTEMPTING TO CONCLUDE A
VETERINARY EQUIVALENCE AGREEMENT . AMI SUPPORTS
THE BROAD OBJECTIVE OF FULL EQUIVALENCE BETWEEN

' THE VETERINARY INSPECTION PROGRAMS OF THE UNITED

STATES AND THE EUROPEAN UNION. WE LOOK FORWARD
TO THE DAY WHEN MEAT AND POULTRY PRODUCTS
INSPECTED AND PASSED BY USDA WILL BE AUTO-
MATICALLY ELIGIBLE FOR EXPORT TO EUROPE, AND ITEMS
PRODUCED IN APPROVED EU ESTABLISHMENTS WILL BE
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ELIGIBLE FOR IMPOIBT INTO THE U.S. MARKET, WITH NO
SPECIAL ADDITIONAL ASSURANCES REQUIRED. WE
RECOGNIZE THAT THE FREE MOVEMENT WE ENVISION WILL
REQUIRE A HIGHER DEGREE OF MUTUAL CONFIDENCE,
COOPERATION AND COMMUNICATION BETWEEN OUR
VETERINARY INSPECTION OFFICIALS. - .

THE UNITED STATES AND MANY OF THE EU MEMBER
STATES OPERATE MEAT INSPECTION SYSTEMS CONSIDERED
TO BE AMONG THE BEST IN THE WORLD. OUR RESPECTIVE
PROGRAMS ARE ADMINISTERED BY PROFESSIONAL
VETERINARIANS , GENERALLY REGARDED AS THE MOST
COMPETENT IN THE INTERNATIONAL FOOD SAFETY FIELD.
IN SHORT, THERE ARE FAR MORE SIMILARITIES IN OUR MEAT
AND POULTRY INSPECTION POLICIES AND PROGRAMS THAN
THERE ARE DIFFERENCES. GIVEN THAT FACT, IT IS
UNFORTUNATE THAT WE HAVE HAD GREAT DIFFICULTY IN
RESOLVING NARROW, BUT DEEPLY-HELD, DIFFERENCES ON
A RELATIVELY LIMITED SET OF TECHNICAL ISSUES

&

IN FACT, THE MERITS OF THE “DRAFT FRAMEWORK -
AGREEMENT"” -- THE VIRTUALLY COMPLETED FOCAL POINT
OF THIS NEGOTIATION-- HAVE BEEN LARGELY OVER-
SHADOWED BY THE CONTROVERSY CREATED BY
DIFFERENCES OVER SIGNIFICANT, BUT NARROW,
TECHNICAL ISSUES. THE DRAFT FRAMEWORK REPRESENTS
AN EXCELLENT SYSTEM DF RULES AND PROCEDURES
DESIGNED TO ESTABLISH GUIDELINES FOR ESTABLISHING
EQUIVALENCE BETWEEN THE U.S. AND THE EU IN

VETERINARY INSPECTION MATTERS. MOREOVER, IT COULD
* SERVE AS A MODEL FOR OTHER AGREEMENTS BETWEEN
THE U.S OR THE EU AND OTHER PARTNERS. WE
APPRECIATE THE PATIENCE AND PERSEVERANCE OF THE
MANY U.S. GOVERNMENT OFFICIALS WHO HAVE BEEN
INVOLVED IN THIS LONG AND DIFFICULT ENDEAVOR.

MORE GENERALLY, WE COMMEND THE ADMINIS-
TRATION FOR ITS UNTIRING EFFORTS TO REACH AN
EQUITABLE, TRADE FACILITATING EQUIVALENCE
AGREEMENT. HOWEVER, THE ULTIMATE SUCCESS OF ANY
BILATERAL NEGOTIATION DEPENDS ON THE WILLINGNESS
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OF BOTH SIDES TO COMPROMISE. WHILE THE EU’S INTEREST
IN AN EQUIVALENCE AGREEMENT MAY HAVE BEEN HIGH
WHEN IT ORIGINALLY PROPOSED THIS INITIATIVE, IT IS
CLEAR THAT THE EU COMMISSION’S FLEXIBILITY TO
NEGOTIATE SUCH AN AGREEMENT BECAME MORE LIMITED
AS CONCERNS WITHIN EUROPE ABOUT THE SAFETY OF
THEIR DOMESTIC MEAT SUPPLY INCREASED. THIS SHIF {ING
EU ATTITUDE CONTRIBUTED TO THE DIFFICULTY OF
SATISFACTORILY RESOLVING ALL OF THE TECHNICAL
ISSUES.

DESPITE OUR. DISAPPOINTMENT THAT THE AGREEMENT
DOES NOT IMMEDIATELY RESOLVE TO OUR COMPLETE
SATISFACTION ISSUES LIKE THE NEED FOR INCISING PIG
HEARTS, THE NEED FOR A VETERINARIAN TO CONDUCT
ANTE-MORTEM INSPECTION, AND THE ACCEPTABILITY OF
WOODEN PALLETS, WE BELIEVE THAT AGREEMENT
REPRESENTS PROGRESS TOWARD RESOLVING (.S.-EU
DIFFERENCES AND WILL RESULT IN INCREASED EXPORT
OPPORTUNITIES FOR RED MEAT PROCESSORS.
ACCORDINGLY, AMI ENDORSES THE ADMINISTRATION’S
DECISION TO ENTER INTO THE AGREEMENT.

AMI IS DISAPPOINTED THAT THE AGREEMENT
ANNOUNCED APRIL 30, 1997, WILL NOT RESULT IN THE
RESUMPTION OF POULTRY SHIPMENTS TO THE EU WHICH
WERE HALTED ON APRIL 1. WE FIND IT INCOMPREHENSIBLE ;
THAT PROCESSING TECHNIQUES WIDELY USED IN THE
UNITED STATES, AND REQUIRED BY EXPORT CUSTOMERS
THROUGHOUT THE WORLD TO ENSURE THE PRODUCTION OF
SAFE AND WHOLESOME POULTRY ARE INCOMPATIBLE WITH
CURRENT EU STANDARDS. THEREFORE, THE PROVISION IN
THE AGREEMENT REQUIRING A SCIENTIFIC STUDY TO '
ASSESS VARIOUS FOOD SAFETY PROCESSING TECHNIQUES IS

CRITICAL. WE BELIEVE THAT STUDY SHOULD BE CARRIED
OUT ON AN EXPEDITED BASIS, AND WE LOOK FORWARD TO
THE RESULTS OF THAT STUDY. AMERICAN POULTRY, LIKE
AMERICAN RED MEAT, COMPLIES WITH THE STRICTEST
FOOD SAFETY STANDARDS. ‘
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AS INOTED EARLY IN MY TESTIMONY, THE LONG-TERM
GOAL OF THE U.S. MEAT PACKING INDUSTRY HAS BEEN, AND
STILL IS, A U.S-EU AGREEMENT WHICH PROVIDES FOR FULL '/
MUTUAL RECOGNITION OF EACH OTHER’S MEAT AND
POULTRY INSPECTION SYSTEMS. UNTIL THAT GOAL CAN BE
ACHIEVED, THE BASIS UPON WHICH U.S. MEAT AND
POULTRY PACKERS AND PROCESSORS AND THEIR EU
COUNTERPARTS ARE EVALUATED SHOULD BE THE SAME.

FOR MORE THAN TWO DECADES, USDA HAS APPLIED THE -
CONCEPT OF “EQUIVALENCE” IN DETERMINING
COMPLIANCE BY EU MEAT PACKING PLANYS WITH U.S.
MEAT INSPECTION REQUIREMENTS. THE Ef) HAS YET TO
ADOPT THIS PRINCIPLE IN EVALUATING U.S; PLANTS. THE
RESULT IS THAT EU PLANTS HAVE A GREATER CHANCE OF
MEETING OUR MORE FLEXIBLE STANDARDS THAN U.S.
PLANTS HAVE OF MEETING THE VERY PRECISE EU 7
STANDARDS. INDICATIVE OF THIS INEQUITY, MORE THAN
150 EU BEEF AND PORK SLAUGHTERING PLANTS MAY SHIP .
TO THE UNITED STATES. ONLY 8 U.S. BEEF AND PORK
SLAUGHTERING ESTABLISHMENTS ARE ELIGIBLE TO SHIP
PRODUCT TO THE EU. WE STRONGLY URGE THE EU TO
ADOPT THE MORE CONSTRUCTIVE U.S. APPROACH. IF THE
EU WILL NOT OR CAN NOT FULFILL ITS OBLIGATIONS IN THIS
REGARD, WE SHOULD ADOPT THE EU APPROACH.

FINALLY, MR. CHAIRMAN, WE CAN NOT HELP BUT NOTE
THE IRONY OF US COMPLAINING ABOUT THE VARIOUS
DEVICES THE EU USES TO LIMIT ITS MEAT IMPORTS WHILE
SOME MEMBERS OF CONGRESS ARE AT THE SAME TIME
SUPPORTING A MEASURE WHICH WOULD BE VERY SIMILAR
IN NATURE. THE “MEAT IMPORT LABELING ACT OF 1997”
(S.617 AND H.R. 1371) WOULD REQUIRE COUNTRY-OF-ORIGIN
LABELING FOR IMPORTED MEATS AND MEAT PRODUCTS, AS
WELL AS MEAT FOOD PRODUCTS CONTAINING IMPORTED
MEAT INGREDIENTS. THE CLEAR OBJECTIVE OF THIS
PROPOSED LEGISLATION IS TO RESTRAIN U.S. IMPORTS OF
- LIVESTOCK AND MEAT, PARTICULARLY FROM CANADA. IN
THAT REGARD, IT IS IMPORTANT TO POINT OUT THAT THE
U.S. EXPORTED $3 BILLION WORTH OF BEEF AND BEEF -
VARIETY MEATS BURING 1996, AND OVER $1 BILLION IN
PORK AND PORK VARIETY MEATS. CANADA IS OUR SECOND
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LARGEST EXPORT MARKET FOR BEEF AND PORK,
ACCOUNTING FOR ABOUT 10 PERCENT OF OUR TOTAL
EXPORTS.

OUR NATION NOW EARNS MORE DOLLARS EXPORTING
MEAT THAN WE SPEND IMPORTING IT, AND OUR TRADE
SURPLUS IN RED MEAT IS EXPECTED TO CONTINUE TO
‘GROW. WITH THE U.S. CATTLE AND HOG INDUSTRY
BECOMING INCREASINGLY DEPENDENT ON EXPORT
MARKETS, IT WOULD BE EXCEEDINGLY SHORT-SIGHTED FOR

. THE U.S. TO EMBRACE A POORLY DISGUISED NON-TARIFF
TRADE BARRIER DESIGNED TO INHIBIT U.S. MEAT IMPORTS
THAT COULD SERVE AS AN ATTRACTIVE MODEL FOR
FOREIGN INTEREST GROUPS COMMITTED TO REDUCING U.S.
MEAT EXPORTS TO THEIR MARKETS. $

THAT CONCLUDES MY STATEMENT, MR. CHAIRMAN. 1
WOULD BE PLEASED TO ANSWER ANY QUESTIONS.
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Statement by Paul Drazek
Special Assistant to the Secretary for Trade
U.S. Department of Agricv.lture
Before the
Senate Committee on Finance
Subcommittee on International Trade
May-18, 1997

Mr. Chairman, members of the Committee, it is a pleasure to appear before you to discuss
market access barriers facing U.S. agriculture, '

Past Cooperation Leads to Today’s Trade Success

Before 1 address the subject of today’s hearing, I'd like to report briefly on U.S.
agriculture’s export performance. There's no question that U.S. agricultural exports are a bright
spc: in our nation’s trade picture. Fiscal 1996 was another record wear for U.S. agricultural
exports, with exports reaching $59.8 billion - the second consecutive year of record export
growth.

Today we are the world’s leading exporter of agricultural products, commanding a 21
percent share of world agricultural trade. The U.S. agricultural trade surplus was $27 billion in
1996—-the largest farm-trade surplus in history-—-making the agricultural sector the largest positive
contributor to the U.S. balance of trade.

The success of U.S. agriculture in the international marketplace reflects a decade of
bipartisan efforts to put American agriculture on a level playing field in the global arena. Recent
trade agreements such as the North American Free Trade Agreement (NAFTA) and the Uruguay
Round Agreements are landmark accomplishments. The continuing profitability and viability of
U.S. agriculture depends on the ability of U.S. producers to be competitive in a world market.

Barriers Continue to Hinder Exports

Few dispute the claim that the United States is the world’s most competitive producer of
food and agricultural products in the world. While the United States has done well in world
trade, our competitive edge has not reached its full potential due largely to the high levels of
import protection and export assistance that other nations offer their producers.

\ 3
On the positive side, we have had success working with Korea to change that country’s
import clearance system and laborstor; approval requirements. And just this week we announced
new market access for U.S. fruits and vegetables in Chile and China.
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But many challenges remain. For example, we continue to work on a whole range of
trade issues with the European Union (EU), particulardy in the livestock sector.

Just two weeks ago, we reached agreement with the EU onvetenna:y equivalency, an
agreement that we believe is an important first step toward resolving some of the remaining key
issues. ‘

~This is a good agreement, although not perfect. On the positive side, this agreement
should open new trade opportunities for red meat, and presesrve most pre-existing trade in
products such as petfood, dairy and egg products. In the short-term, we expect the U.S. pork
industry to be the biggest beneficiary. As a result of the agreement, U.S. exporters can pursue
sales under the EU’s 38,000-ton tariff-rate quota (TRQ) for pork loins that was negotiated as part
of the Uruguay Round Agreement.

On the negative side, we were unable to resolve all the poultry issues. As a result, the
United States could lose up to $50 miltion in annual poultry meat exports. This is completely -
unaccentsble. As Secretary Glickmar has said, the EU’s insistence that U.S. poultry comply with
every prescriptive EU poultry regulation is out-of-step with the EU’s trade obligations.

The United States will continue to pursue a resolution to these issues under the framework
agreement. n the meantime, the United States will begin a thorough examination of the EU's
poultry inspection system and its ability to meet tough U.S. inspection rules. As of May 1, EU
poultry plants are not eligible to ship product to the United States until we are able to conduct
appropriate ir.spections and confirm that the appropriate level of protection is achieved.

So where do we go from here? Even as we begin plant-by-plant inspections for poultry in
Europe, we intend to continue to work to reach an acceptable resolution in the coming months,
working through the framework agreement.

We’re also working with the U.S. poultry industry to use the full resources of USDA to
target opportunities in other markets to make up for sales lost as a result of the EU’s actions. In
addition, there is nothing in the agreement that prevents us from challenging the EU in the World
Trade Organization (WTOQ). I want to assure the Committee that we are taking and will continue
to take strong actions to protect U.S. interests in this area.

The EU hormone ban is one issue that we have already taken to the WTO. We have
received the interim report, which is confidential, so I cannot comment on it. However, the
United States remains confident that the WTO will conclude that the EU ban is inconsistent with
international trade rules.

The European Union has also proven difficult on the important issue of biotechnology.
Despite the EU appraval of two biotech products (Roundup Ready soybeans and BT-resistant
corn), actions of various EU member states are jeopardizing implementation of these approvals
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and thus U.S. exports of soybeans and com. USDA will continue to work with other agencies
and with U.S. industry to ensure that EU governments use sound science in making decisions, and
to address the concemns on the part of uninformed EU consumers.

The United States views biotechnology not as a threat, but as an opportunity. Itisan
opportunity to improve the environment by lowering inputs use, and an opportunity to raise
productivity while reducing the costs of procuction. The United States has a long history of using
technological advances to enhance its international competitiveness. Biotechnology is the next
logical step in that process. In fact, productivity gains are not only welcome, they are essential to
meet the long-term food security needs of the world's population.

We are working to resolve bilateral issues with other partners as well, such as Indonesia’s
proposed import requirements for fresh fruits and vegetables and Japan's restrictions on imports
of U.S. apples. We are also holding discussions with China, Taiwan, and Russia over their
accession to the WTO. These are three of the most important markets for U.S. agriculture. The
accession negotiations provide an excellent opportunity for the United States to address specific
trade barriers and unfair trade practices while also working with the potential members to bring
their trade regimes into conformity with WTO rules. We must ensure that China, in particular,
agrees to liberalize its market further as a condition for full membership in the WTO.

Meeting the Competition

In addition to market access barriers, one of our biggest challenges is the stiff competition
we continue to face in the export market. Clearly, competitor governments will continue to
support their sgricultural sectors, and a number of countries have proposed increased funding for
their “green box” (or permitted) market development activities. Last year, governments of the
EU and 22 other major exporting countries spent an estimated $265 million for non-price
promotion activities, activities similar to those under USDA’s Market Access Program (MAP)
and the Foreign Market Development Program (FMD). Producers in those countries provided an
additional $485 million for promotion activities. Recently, for example, Danish hog producers
and processors sought increased EU support for market development activities in high-value,
third-country markets (Japan and the United States) as compensation for Uruguay Round
reductions in export subsidies.

Some exporters, most notably the EU, will continue to use export subsidies at Uruguay
Round-disciplined levels and will conduct allowed activities such as credit and credit guarantee
programs and non-price export promotion programs. EU export subsidies in 1997 are expected
to exceed $7 billion, over $1 billion of which is estimated for grains alone. But what is less widely
known is that the EU will spend more to subsidize its fresh fruit and vegetable exports this year —
$115 million - than USDA will spend on the entire MAP. U.S. exporters also must compete
against the monopolistic marketing boards of Australia, Canada, and New Zealand.
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To help American farmers compete against subsidized foreign competition, government
mdtbepnwteseaormstoonmmw:aponapmonmdmadevdopmmeﬂ‘m Itis
imperative that the United States retain its apabilny to respond to the practices of our -
competitors 1o ensure our competitiveness in international markets.

Monitoring Implementation of Trade Agreements

To break down the barriers facing U.S. farm exports, our focus is on ensuring all countries
understand and implement their WTO obligations, defending U.S. rights when necessary, and
preparing for and negotiating new accords (on bilateral, regional, and multilateral bases). We
place special emphasis on identifying and combating other countries® use of non-scientifically
based sanitary and phytosanitary standards (SPS) that unfairly restrict U.S. access to their
markets.

Monitoring other countries’ compliance with the terms of the Uruguay Round Agreements
and the terms of other agreements (NAFTA and numerous bilateral agreements) is vital if the
Uiuted States is to realize the full benefits of these agreements. E.un with full compliance, global
agricultural trade barriers and trade distorting export practices by competitors (including
monopolistic marketing boards) are high relative to other industries. Addressing these issues will
require new negotiations including WTO accessions for countries that have not brought their
trade regimes under the disciplines of the WTO, newregnomlmdepaas,mdnewglobalmde
negotiations to build on the successes of the Uruguay Round.

In the wake of Uruguay Round successes in addressing issues such as de facto import bans
and discretionary import licensing, some countries are turning to pseudoscientific and other unfair
SPS measures to restrict market access. American agriculture continues to lose export
opportunities because of these barriers. USDA has made a substantial effort to deal with these
issues and to catalogue foreign import restrictions, so that we can get a better handle on them and
work more effectively to resolve them. In addition, the United States is playing a leading role in
the WTO Committee on SPS issues, which is to be chaired by an American this year. Estimates
of global trade restricted by questionable SPS barriers range as high as nearly $5 billion annually.

More traditional types of trade barriers, such as import bans and export subsidies, were
addressed in the Uruguay Round Agreement on Agriculture, and substantial progress was made in
opening markets and cutting tariffs. USDA is monitoring compliance with the Urugusy Round
Agricultural commitments, both through the formal process of the WTO Committoe on
Agriculture, and through our network of private sector advisors and attaches overseas. For the
most part, countries are living up to their commitments to elintinate non-tariff barriers, lower
duuu.gpenunﬂ‘mequow,mdreducembsdm However, there are some instances where
these commitments have not been kept. For exampis, Hungary is providing export subsidies ona
substantially broader group of products than is included in its schedule and the Phiippines has not
provided the access it committed to for pork and poultry meat. In cases such as these, the United
States and other concemed countries have first raised the issue as part of the monitoring process
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in the WTO Committee on Agriculture. Often, this is followed by informal consultations under
the auspices of the Agriculture Committee’s Chairman. If the problem cannot be resotved at that
level, then the formal WTO dispute settlement process can beused. This is currently the situation
on Hungary's export subsidies, where & dispute settlement panel is being formed to determine if
commitments are being violated. We are hopeful that the formation of this panel will provide the
impetus for Hungary to make the changes necessary to reach a settlement of this issue.
Preparing for the Future .

Despite the accomplishments of the Uruguay Round, many barriers to U.S. agricultural
exports remain. The Agreement on Agriculture includes a provision to begin riegotiations on
continuation of the reform process by December 31, 1999, which is one year before the end of the
implementation period. While this date is still more than two years away, we have begun
preparing for these negotiations. At the Singapore Ministerial meeting, we were successful in
getting a mandate to begin this process as part of the ongoing work of the WTO Committee on
Agriculture. The Committee has agreed that informal meetings will be called, as needed, to allow

diswussion and presentation of papers on topics related to the contir ~tiun of the reform process:
These informal discussions will be reported back periodically to the Committee.

USDA has established an intern-1 task force to begin developing strategies and positions
for our participation in these discussions. While the group is just beginning its work, there are a
few key issues we know we will be focusing on. First and foremost is to identify problems in the
implementation of what has already been agreed. For example, the establishment of a TRQ will
not result in new access opportunities if it is implemented in a restrictive manner. Therefore,
TRQ administration is one of the topics already identified by the Committee on Agriculture as a
topic for further discussion.

Similarly, state trading enterprises should not be allowed to circumvent the export subsidy
limits. We are seeking greater transparency in the Gperation of these organizations through more
rigorous reporting requirements in the WTO Working Party on State Trading Enterprises. We
believe this new information will help to identify practices that may need to be disciplined in
future negotiations, both for export and import monopolies.

Then, of course, we will need to decide how to pursue further liberalization and disciplines
in export subsidies, domestic support and market access. By 1999, the world will be a very
different place than it was when we began the Urugusy Round negotiations in 1986. While the
significance of subsidies may have diminished as producuon pohau become more market-
oriented around the world, we know that market access restrictions will remain subswmal for
many of the products we export. The USDA task force will be explormg these issues to
determine what they mean for future negotiations. We will also seek i input from our private
sector advisors and the general public.

As you can see, Mr. Chairman, much work lies ahead, but we are optimistic about the

future for U.S. agricultural exports. I ook forward to continuing our bipartisan efforts to help
American agriculture make the most out of our trade opportunities both now and in the future.
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Statement of Monsanto Company

American farmers are the most productive food and fiber produce:s in the world. To
retain their position as the Jowest cost, most efficient producers, they continually bring
new lechnologies to farming. US farmers are constantly on the looko.t for new tools to
improve yield or fight insccts, disease, weeds and other pests. Biotechnology is another a
100l that is now available lo American farmers — providing new varieties uf crops that can
help improve farm economics and increase output in ways more beneficial to the
environment.

For centuries, farmers have identified new ways to grow more high-quality focd and
fiber. Agricultural advances. such as imrigation, plant breeding and pesticides. a'l have
contributed to today's stable. diverse and ahundant food supply in the developed world.
‘The neat step in agricalture requires that we product more f00d cid protect our s rinking
agricultural land base, leading to the incvitable conclusion that we must develop ad
promote more sustainable agricultural practices. Plant biotechnology, an extension of
traditional plant breeding, offers one way to boost food production and help preserve the
cnvironment for future generations. Like plant breeding, biotechnology introduces mew
traits with specific benetits into plants. and does so in a selective. precise and control.ed
manner,

The development of new biotechnology food crops presents great opporiunities to solve
number of environmental. food salety and economic problems in the coming decives.

. Through the careful and prudent use of biotechnology, we have been able to develop sate
and nutritious new crop varietivs which possess enormous potential benefits for the
warhd's growing population. Because of their unigue features, these new crops give
faniers new tools o comba a number of problems that conventional crops canimn

address. For example: \
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e Nuw insect resistant crops provide an ellective aliemative that ¢an reduce the use of
posticides.

e New herbicide resistant crops often allow farmers o use only a single, broad-
spectrum herbicide for weed control rather than several more speciatizad herbicides,
thereby reducing the number of herbicide applications.

« In addition to reducing the use of pesticides,new pest-resistant and discase-resistant
crops are expected to produce highez crop yiclds at lower costs.

¢ Because they will expand farmers® capacity to produce, biotech crops will be an
important 100} that can help to efliciently and safely expand the wurld’s food output
in an era when population growth and increased aftluence will demand it.

Last year was the first year of large scale commercial production of crops developed

using biotechnology. Approximately 5 million acres of the new varieties derived from
biotechnology were harvested and the results were impressive. Grower surveys report

that yields of Monsanto’s Roundup Ready soybeans out-produc'ed traditional varieties

and reduced herbicide use from 9 to as much as 39%. Roundup Ready soybeans is a
herbicide-tolerant crop, modified to withstand \he application of Roundup herbicide. The
ability to use Roundup during the growing season is compatible with all tilage methods.
including conservation titlage (direct seed) methods that help prevent soil erasion. :

Users of Bollgard cotton -- cotton with built-in protection from insects -- also reported
yicld improvement, reduced pesticide use. Cotton growers using Bollgard saw an
cconomic advantage of approximately $33 per acre from using Bollgard cotton.
Simitarly. potatoes modified to be protected from the Colorado potato beetle can be
grown with fewer pesticides, less energy and less waste. Grower surveys clearly indicate
that farmers see the value in these products. and we expecta several fold increase in the
acreage of biotech varieties this year. Farmers want these products because they are
effective. they can help reduce costs, they are good for the environment and they can
improve yield - all important factors to moderm fanners.

Agricultural biotechnology is already mainstream fapming in the United States. Today.

there are several varieties of soybeans, corn, cotton, potatoes and canole It is estimated

that in 1397, American farmers will harvest about 30 million acres of varietics of food

and fiber crops that were developed through biotechnotogy.” The largest acreage will be -
in soybeans and com. The resuft will be that any given shipment of corn or soybeans

could comtain as much as 10% or more of the new biotech varictics. While these first

“Cigps olter primarily Agronontic iMprovernents for growers, they also fay the prounduork

tor foud quality improvemeats that witl boconte available in the future. Quality traits.
such as higher protein content in prains and oilseeds, vegetable vils with lower saturated
£t and better-tasting fruits and vegetables, will pravide even more direct beacfits to
conumers and be avaitable as we enter the ieat decade.

Given the importanee of these new food crops to our future well-being. itis eritical that
counivies around the world have regulatory sy atems that affow this technology to prosper

-~
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while at the same time ensuring that all applicable health and safety standards are being
obsenved. The regulatory procedures to approve the use of biotech crops and their
resulting products should be securely grounded in sound principles of science. For
agricultural biotechnology, as with any new technology, regulators must prevent decision
from turning on uninformed biases and misunderstandings. The following guidelines
need to be followed under regulatory procedures:

o Safely assessments and regulatory approvals for marketing of biotech products must
b free of political or social judgments about the approptiateness of this technology,
and instead must be based on solid, medical and scientific facts.

o Regulators should establish clear, predictable and scientifically sound procedures for
assessing new products, granting markel approval and determining whether labeling
is appropriate. . )

o International guidelines should be carefully observed. In particular, the WTO
agreement on Sanitary and Phytosanitary Measures requires that restrictions on
agriculture products because of health or safety concemns be based on scientific
principles and not be imposed without an adequate scientific justification. The WTO
Agreement on Technical Barriers to Tradz imposes additional requirements that the
regulations selting conformity standards for products be no more trade restrictive than
necessary to accomplish a legitimate objective, and that the procedures for setting and

_ applying these standards be non-discriminatory, predictable and transparent.

¢ Regulatory procedures need to ensure against undue delays in marketing biotech
products, giving all intecested parties an opportunity to be heard but establishing
reliable deadlines.

o Where possible. countries should strive to harmonize their regulatory standards to
ensure that vastly diftering procedures and substantive rules do not create a burden on
transatlantic trade in these products

The United States has established procedures for approving agricultural biotechnology.
Three agencies, USDA, FDA and EPA. administer the procedures, with individual roles
dependent on the charactgristics of the product. The US system for review of agricultural
biotechnology products is science-based. transparent and predictable. Around the world,
many countrics are still establishing their regulatory regimes for these products. Several
of our major agriculture trading partners have systems in place — the EU. Japan, and
Canada. for example, and several others, such as Bravil have started the process. The US
agencics have been effective ambassadors in evplaining the US regulatory procedures to
our trading partiers.

While there has been progeess in many countiies. this is stifl much to be dond and
developments in some countries deserve close sttention In each case. itis in the interest
ol US agriculture for the regulatony systens tor agriculural biotechnology products to b
science-based. transparent nd predictable.
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Among our major trading partners, we see a potential trouble spot in the evolution of the
European Union regulatory system. The regulatory regimes developing in the United
States and Europe are roughly similar in terms of regulatory philosophies and data .
requirements. However, there are marked differences emerging wi h regard to such
questions as the interpretation of basic standards (such as equivalency), the application of
labeling requirements and the establishment of transparent, predictable and scientifically
sound Yegulatory procedures. These differences have the potential to cause serious trade ,
- conflicts for commodity crop products. P
Both the U.S. and European systems rely on the concept of “substantial equivalence™ to
determine the appropriateness of new biotechnology crops. If the genetically modified
crop is “substantially equivalent” to the traditional counterpart in the key aspects that are
deemed important from a food, feed or environmental perspective, then the product is
generally regarded as safe under both systems. This concept is important and is basically
accepied by international bodies such as WHO, FAO and OECD. However, there are
now concems that in applying this concept there may be significant differences emerging
between U.S. and E.U. regulators.

Another emerging area of potential trade friction is the question of labeling of
blotechnology products. U.S. labeling requirements are imposed where necessary to
impart information to consumers about safety, nutrition and health characteristics of the
product. Absent a safety or compositional rationale, there is no justification for labeling
biotechnology crops simply because they are biotechnology crops — this is the US
position and the US agencies have been consistent and steadfast in applying this to
agricultural biotechnology products. In the E.U., however, there is confusion about how
their evolving criteria for labeling will be imposed and what burdens it will place on food
companies. y

l.abeling policics should be science-based and only required to provide consumers

meaningful safety, nutrition or compositional information. Labeling or segregation
requirements for any reasons other than clearly defined safety or nutritional purposes has
enormous potential to discriminate against food and agricultural products derived from
biotechnology. USDA and USTR have been vocal opponents of proposals to label -

varieties to indicate how they were produced. and they have argued strongly against .
suggestions that biotechnology derived produce be segregated from traditional grains.

‘They have done a good job and they need 1o continue advocating these positions.

However, there is another immediate and potentially serious situation that has developed
in the European Union.  As noted, the EU has in place a process to approve imports of
new agricultural biotechnology products - last s ear, for the "96 harvest. o US
produced crops were approved. But sinee then the EU process has stalled. No products
have been approved this year. inciuding long pending applications for several varicties of
corn that US farrers are planting this Spring. This is poteatially a scrious situation — it
gives the pereeption that there are aceeplanee ditticalties even though no sigailicant
Xttey or nuisitional issues have boen raised. We unge that afl possible steps be taken to
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encourage the EU to get their regulatory apparatus back on track, so as to avoid any
import problems for US grain that will be harvested later this year. The EU must get its
regulatory review and process working again, and soon.

The U.S. and E.U. need to work together in ordér to bring back a relative degree of
prediclability and integrity to the regulatory process. An encouraging development has
been the creation of a work group under the Transatlantic Business Dialogue (TABD) to
focus on facilitating tradk in biotechnology-derived food products. The TABD is an
avenue to developing common approaches by U.S. and E.U., and to advarcing and’
promoting sound regulatory processes. This effort should analyze the decisions already
made under EU and U.S. regulatory rulings and the planned implementation of new rules.
It should thea seek to ensure that laws and regulations relating to biotechnology foods be
based on sound principles of science and be administered in 8 manner that does not create
new trade barriers.

Monsanto encourages the Congress, together with USDA, USTR and other executive
departments, to do everything it can to make sure our agricultural biotechnology products
won’t encounter barriers overseas. Specifically, we have three recommendations:

¢ Continue to advocate rational science-based labeling policies and oppose
proposals that would arbitrarily segregate biotechnology derived crops or food
products. This is the position today and should continue to be the US position

. in future trade 1alks;

s Keep the pressure on # get the European regulatory process moving again —
to prevent European regulatory delay from becoming a barrier to vur
agricultural exports;

¢ Pursue reasonable harmonization of regulatory procedures and data
requirements. Efforts such as the work in the Transatlantic Business Dialogue
can help facilitate trade in these products.

Trade is the future for agriculture so anything that impedes freer trade is troublesome.
Barriers blocking the export of agriculiural biotechnology products could have a
significant effect on our commodity exports and deny the benefits of this important new
technology to our farmers. And finally, it agricultural biotechnology is somchow
stymied, it reduces the likelihood that we can meet global food demands without
significant environmental damage. Al countries should work together 10 address the
growing need for glohat food supplics.

48-478 98-3
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Statement of tﬁe

John Hardin, Past President
National Pork Producers Council

Mr. Chalrman and Members of the Subcommittee:

I am John Hardin, Jr., a pork producer from Danville, Indiana. | am a past
President of the National Pork Producers Council (NPPC) and a past
chairman of the United States !Meat Export Federation. 1 currently serve on
NPPC’s Trade Committee and am a representative on the Agricultural Policy
Advisory Committee to the United States Trade Representative and the
Secretary of culture. [ very much appreciate the opportunity to appear
l&ear: on behalf of U.S. pork producers to express our views on agricultural

e issues.

The National Pork Producers Council is a national assoctation representing’
44 affiliated states who annually %enerate approximately $11 billion in farm
gate sales. According to a recent lowa State study conducted by Otto and
Lawrence, the U.S. pork Industry supports an estimated 600,000 domestic
jobs and generates more than $64 billion annually in total economic activity.
With 10,988,850 litters being fed out annually, 1.065 billion bushels of corn
valued at $2,658 billlon are consumed by U.S. pork producers. Feed
supplements and additives represent another $2.522 billion of purchased
inputs from U.S. suppliers which help support U.S. soybean prices, the U.S.
soybean processing industry, local elevators and transportation services
based In rural areas.

Pork is the world's meat of choice. Pork represents 44 percent of daily
meat protein intake in the world. Notwithstanding the huge global market
for pork and pork products, efficlent U.S. producers were precluded from
exporting significant volumes of pork in the pre-Uruguay Round Agreement, -
pre-NAFTA era. A comblination of forelgn market trade barriers and r};lghly
subslidized competitors kept a lid on U.S. pork exports. U.S. pork producers
were ardent proponents of the Uruguay Round Agreement and NAFTA. The
industry strongly supports further trade liberalization measures. These

trade agreements permit U.S. pork producers to exploit their comparative
advantage In intermational markets. :

Since 1995, when the Uruguay Round Agreement went into effect, U.S. pork
exports to the world have increased by approximately 45 percent in volume
terms-and 75 percent in value terms from 1994 levels. Indeed, the U.S.
pork industry exported over one billion dollars of pork for the first time In
1996. Explosive export growth will continue in 1997.

As a result of NAFTA, U.S. pork exports to Mexico increased by 74 percent
in 1994 compared to 1993 levels. Even with the devaluation of the peso,
U.S. exports to Mexico remain signiflcant. Moreover, the U.S. pork industry
will gain further market share In Mexico as the NAFTA phase-in period

proceeds.
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The United States is uniquely positioned to reap the henefits of liberalized -
world pork trade. While the U.S, currently is the world's second largest

moﬂer :'f‘gork behind Denmark, the overwhelming consensus within the
ustry amo ts is that the U.S. will soon be the number one

exporter in the world., U.S. pork producers are the lowest cost producers in
the world. The U.S. cost advantage over Denmark is increasing.

If the U.S. Government is (1) aggressive in holding its trading partners to
their commitments under trade agreements; and (2) does not exempt pork
as a “senasitive” agricultural sector in WTO accession negotiations and/or in
new tra:l; agreements, the growth potential of U.S. pork exports is virtually
unlimited.

NPPC STRONGLY SUPPORTS THE FRAMEWORK AQGREEMENT ON
VETERINARY EQUIVALENCE WITH THE EUROPEAN UNION THAT WAS
REACHED ON APRIL 30, 1097

On April 30, 1997, the U.S. and the European Union (EU) executed a
framework equivalence agreement which becomes effective on October 1,
1997. U.S. pork producers support this agreement. In the past, the EU's
Third Country Meat Directive (TICMD) served as one of the most egreglous
examples of a non-tariff trade barrier that masquerades as a sanitary
measure. Fortunately, the framework equivalence agreement executed
between the U.S. and the EU on April 30 strips away much of the non-
scientific, trade Impeding aspects of the TCMD. We expect significant
volumes of U.S. pork to be exported to the EU by the end of 1997.

Section 301 Filed Against The Third Country Meat m"cgivo

The TCMD, which was f:elﬁy implemented against the United States in April
1988, significantly reduced the number of U.S. meat packing plants certified
to export pork to the EU. Prior to 1988, over 400 U.S. beef and pork
facilities were certified to export to the EU. The EU subsequently de-listed
virtually all U.S, facilities under the pretense that U.S. facilities do not meet
EU health and safety standards. In response, the U.S. meat industry filed a
petition pursuant to Section 301 on November 28, 1990. In 1992, the U.S.
terminated the 301 case, over the objections of the industry, upon -
negotiating an agreement with the European Union (the so-called 1992
Meat Settlement Agreement) intended to result in the recommencement of
pork exports. In the Agreement the EU stated “that both regulatory systems
DASICHLEY D UFY1(] “t] Y L] N PHIAICGS B8 " ) ) L1 ¢ d [1 JISKS.
{emphasis added.) Notwithstanding the 1992 Meat Settlement Agreement
or the Agreement on Sanitary and Phytosanitary Measures executed In the
Uruguay Round, the EU did not implement equivalence. As a consequence,

2
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U.S. pork exports have remained almost completely locked out_.af the EU.
The table attached to my statement details the one way nature of pork trade
between the U.S. and the EU during the past ten years.

. N ~.

The April 30th Agreement

As previously indicated, pork producers support the April 30th agreement.
The industry expects U.S. pork exports to resume after the agreement
enters into force on Octoher 1, 1997. The EU will no longer be inspecting
U.S. plants based on the TCMD. Rather, the Food Safety and Inspection
Service (FSIS) will approve U.S. meat facilities for export to the EU. The
role of the EU inspectors will be to “spot check” the FSIS system. In some
instances the EU spot check or audit may entail a review of a U.S. meat
facility which FSIS has approved for export to the EU. USDA has assured us
that the approval process applied by FSIS to EU establishments will be
equivalent to the process applied by the EU to U.S. establishments.

Under the agreement, the U.S. reserves its ability to de-list EU meat plants
and halt imports of meat from the EU until a final, comprehensive
equivalence agreement is executed. In the past, the U.S. has unilaterally
extended recognition to EU products while attempting to negotiate
equivalence agreements. The pork industry urges the U.S. to monitor
closely the compliance of the EU with the terms of the agreement. The U.S.
should not grant equivalency to the EU until USDA has completed
verification of veterinary delivery systems in the EU, a process which will
take approximately one year from date of entry of the agreement. -

While on balance the agreement is good, the industry does have a number of
concermns which are detailed below. Ideally, any USDA approved pork or
beef (non-hormone) establishment should be eligible to rt to the EU.
The EU remains unwilling, however, to agree to a comprehensive
equivalence agreement at the current time. Therefore, with rt‘:’?])ect to red
meat, the industry views the April 30th agreement as an "equivalence plus®
agreement. That is, the EU insists that U.S. meat exporters satisfy certain
requirements specified in the TCMD, in addition to the requirements of thé
Food Safety and Inspection Service (FSIS). These additional EU demands
are not supported by science and will not result in a safer product. Indeed,
with respect to at least one requirement, organic acid rinses, the EU
demands may result in a less wholesome product.

Scientific evidence demonstrates that the use of organic acld washes, such
as lactic acid or acetic acid, is a highly effective means of pathogen
reduction that carries no risk of harmful contamination by chemical
residues. In spite of the sclentific evidence, the EU insists that organic acid
rinses, can not be used. The EU has pledged that it will quickly conduct a
study to determine the utility of organic acid rinses. The U.S. pork industry

3
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expects that the EU will approve this within the next . Atan
rate, this EU restriction ;guld not withstand the oauﬂnyofa% y

challenge. .

Second, swine heart incisions. The U.S. conducted a study, toa
Bro(oeol that was approved by the EU, of the presence of erysipelas in the
.8. swine herd. incising the hearts of 51,457 pigs, the study”

th
conclusively demonatrated the absence of erysipelas in the U.S. slaughter
herd. NMpeanCommlsalonhaamkmngﬁytwoyearstouﬂewmem
results of this study and still has not modified the requirement. USDA does
not require the incision of pig hearts. There simply is no sclentific basls for
the EU's requirement. Nevertheless, under the April 30 agreement, the EU
is reqlmnng the U.S. industry to incise the hearts of a statistically valid
sample of market hogs intended for slaughter and export to the EU. While
the U.S. Industry abide by this requirement, ‘we note that this
requirement would not withstand the scrutiny of a WTO challenge.

Third, wooden pallets. There i3 no scientific evidence to Justify the EU's
insistence that plastic pallets result in a safer product than wooden pallets.
The U.S. industry will comply with the EU’s requirement that plastic
slipsheets be used over wooden pallets. Again, this EU restriction would not
withstand the scrutiny of a WTO challenge. -

Conclusion

We support the April 30th veterinary equivalence framework agreement.
The industry expects U.S..pork rts to resume after the agreement
enters Into force on October 1, 1997. Perhaps more important, the U.S. has
sent a clear message to our trading partners that it insists on a rules-based,
science-supported approach to agricultural trade. o

* CHINA SHOULD PROVIDE MARKET ACCESS FOR IMPORTED PORK AS A
CONDITION OF ENTRY INTO THE WORLD TRADE ORGANIZATION

In China, pork is by far the predominant source of meat protein consumed.

China consumes nearly the same amount of pork per capita as consumed in

the United States making it a vast pork consuming market. Indeed, China

fgnsuml:’s approximately 50 percent of the total pork annually consumed in
e world.

China does not permit the importation of fresh/chilled and frozen pork and
most pork products. The restrictions on tmported pork fall under the
authority of China’s quarantine administration "CAPQ"). While CAPQ
officials acknowledge the existence of the restrictions, they have been

4
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unwilling to date to supply coples of the restrictions to U.S. Trade
negotiators stating that the law is confidential. CAPQ contends that Chinese
restaurants and hotels can obtain licenses to import 15gork. Unlike beef, for
which licenses are available through regional CAPQ offices, CAPQ says that it
disseminates pork import licenses solely through CAPQ headquarters.
Purportedly, imports are restricted to hotels and restaurants due to sanitary
concems that sale through retail will put domestic livestock at risk to
disease. In reality, only a handful of licenses have been granted by CAPQ.
Moreover, there is no sclentific basis to Umit U.S. pork to the hotel and
restaurant sector.

Moderate quantities of pork are flowing Indirectly to China through Hong
Kong importers. The pork, almost all variety meats (e.g. hearts, stomachs,
inteatines), is distributed to the general population mostly through local
wholesale markets with a small amount distributed through supermarkets.
Technically the importation and distribution of thfs product is illegal, a fact
which is generally acknowledged by the Hong Kong importers.

The U.S. pork industry urges the following changes in China:

(1) the abolition of the de facto ban on pork importation;
(2) the establishment of transparent import regulations and Ucensing
© requirements;
(3) repeal of the discriminatory value-added tax which is applied to
meat imports;
(4) reduction of import duties to low levels with no TRQs;
(6) unrestricted entry and participation of non-government import

entities;

(6) a protocol governing sanitary issues, which, among other things,
recognizes the U.S. safety and inspection system as
fcqcti.xnlvalent and permits the export of pork from any FSIS approved
acllity;

(7) the termination of substdies to the Chinese pork industry.

The United. States {s uniquely positioned to reap the benefits of a liberalized
Chinese pork sector. The U.S. exported over $1 billion in pork in 1996 and
exports continue to sky-rocket. While the U.S. currently is the world's
second largest exporter of pork behind Denmark, the overwhelming
consensus within the industry and among industry analysts 3 that the U.S.
will soon be the number one exporter in the world. A new Food and
Agricultural Policy Research Institute (FAPRI) report states: "The U.S.
becomes the number one pork exporter because it is able to expand
production without placing strong pressure on domestic prices.” Danish
producers curr:ntly have higher costs than U.S. producers and the gap is
increasing. There Is virtually no room for the expansion of the Danish pork
industry. FAPRI projects that Chinese pork consumption will increase g;
over 23 percent, approximately 8 million metric tons, in the next ten years.

5
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To put this number in perspective, during 1998, U.S. pork exports were
less than 500,000 metric tons. ne po

Because of the potential of China as a huge market for U.S. pork exports,
there has been an outpouring of support in both the Senate and the House
for meaningful pork market liberalization in that country. Mr. Chairman, we
deeply appreciate the tremendous support our industry has received from
this subcommittee and other members of both the Senate and the House.

As you know, it will be difficult to persuade China to provide meaningful
pork trade liberalization. Therefore, we respectfully request the continued
support of this subcommittee {n this matter which is of paramount
importance to the U.S. pork industry.

TAIWAN SHOULD PROVIDE MARKET ACCESS FOR IMPORTED PORK AS A
CONDITION OF ENTRY INTO THE WORLD TRADE ORGANIZATION

Taiwan {s a very significant pork consuming nation. Talwan's per capita
consumption of pork, which is higher than per capita consumption In the
U.S,, is the est in Asja. Variety meats (e.g. stomachs, feet, and tongues)
represent the largest purt of Talwan’s pork consumption.

mmmsammc«umm;xmpom

The Government of Taiwan is wrongfully denying U.S. producers the
opportunity to export significant quantities of pork to that country. Talwan
has a ban on pork variety meats and selectively restricts other cuts of pork.

Talwan has applied for membership in the World Trade Orcgamzaum (WTO).
Tatwan's current offer on pork is unacceptable because each and every
component of Tatwan's offer will result in insignificant additional access for
imports. For variety meats, HS code 0206, the restrictive tariff rate quota
(TRQ) proposed by Taiwan must be rejected. The U.S. should negotiate an
ad valorem duty of 25% or lower for all variety meats. With respect to cuts
of muscle meat, the U.S. government should negotiate a unified ad valorem
duty for all HS code 0203 jtems, including the now banned items of belly,
spareribs, hocks and trimmings/ground pork. The current dutg on the
majorlmf 0203 items Is 15% which should be the maximum duty accepted
in the first year. The duty should.be reduced in each successive year
thereafter. “Obtaining one unified duty for all 0203 items will minimize the
importance of the manner in which Taiwan deflnes and categorizes pork

trimmings.

.
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U.S. producers are deprived of pork exports to a market, absent the unfair
barriers, in which they would ogloawlse hold a very significant share,
Indecd, in assessing the Taiwan market during March 1995, the Pig
Research Institute . the moet authoritative source for pork market
research in Taitwan, concludes that Tafwanese pork producers “can by no

means compete® with U.S. producers in an open market.

Foot and Mouth Disease

On about March 20 Taiwan reported an outbreak of foot and mouth (FMD)
disease. Shortly thereafter, Japan announced that it would no longer accept
pork exports from Talwan. The Japanese restriction on Taiwanese exports
is expected to remain in place for at least two years. J had Frevlously
announced that it would restrict exports from Taiwan if hog cholera was not
eradicated in Talwan by 1999.

Japan is the largest pork import market In the world. In the past,-in la.lgle
part due to circumvention of the Japanese pork import regime through the
so-called “Nagoya connection,” Talwan has had thqf:rgest share of the
Japanese pork import market. In 1996, Taiwan had approximately 41% of
the Japanese pork import market while the U.S. was the second largest
supplier at apgro:dmately 229%. Pork exports from the U.S. to Japan will

increase significantly in 1997, perhaps by over 509.

- During the week of April 21, NPPC obtained a copy of a letter from Tatwan's
Ministry of Economic Affairs to Ambassador Barshefsky which stated that
Talwan would be flexible with the U.S. In some areas but not pork because
the country’s pork industry has been ravaged by the FMD outbreak. NPPC
submitted a letter to USTR on April 28 in which it strongly objected to
Taiwan's use of the recent FMD outbreak as a shield to meaningful market
liberalization. FMD is no excuse! In order to gain meanin access to
Taiwan'’s pork market, the U.S. must persuade Talwan to place flat tariffs on
variety meats of not greater than 25% and on muscle meats of no greater

than 159%.

During the first week of May 1997, Taiwan's Councdil of Agriculture
announced that pork prices are recovering to levels seen before the
outbreak of FMD. Further, a COA official stated that the disease would be

eradicated within four to six months. :

Taiwan is predominantly a variety meat consuming country so that tire U.S.
pork industry can export large amounts of variety meats without impacting
U.S. pork prices. Access to Talwan will also assure that the Nagoya
connection does not resume in full force when Talwan gets its animat

disease problems under control.
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THE PHILIPPINES IS BREACHING IT8
URUQUAY ROUND COMMITMENTS ON PORK

In the Uruguay Round the Philippines agreed to a tariff rate quota (TRQ) on
pork of 32,520 metric tons (M’Ig beginning July 1,1995, increasing to
54,210 MT by the end of the implementation period(2004/5). The
Philippines {s violating its commitment to implement this pork TRQ.

Alter a delay of over one year, the Philippines appeared to be ready to
implement its trade commitments during the summer of 1996.
Unfortunately, the perception of pm%ress was itlusory. Rather than
allocating the tarift-rate guota (TRQ) to Philippine processors or other
parties that have demand for Imported pork, over 80 percent of the TRQ
was allocated to Philippine hog producers. Further, onerous requirements,
such as the posting of 100 percent of the value of the shipment,
compromised the participation of other Importers. Not surprising, the
result was a mintmal level of pork imports in 1996. [n spite of allocating
quota late in 1996 that was deficlent in various ways, the Philippine
govenment did not permit the carry-over into 1997 of unused quota from

1996.

As a result of intense pressure from the United States in late 1996, the
Philippine government increased slightly the share of quota allocated to
bona fide importers. This paltry response ignores the compelling reality of
the Philippine pork market: processors have very high demand for imported
pork and, to a lesser extent, restaurant chains and intemational hotels
demand imported pork. Philippine hog producers have virtually no demand

for imported vork.

Representatives of the Philippine hog producers have unambiguously stated
that there Is little Interest in pork Importation among members of the hog
produclng associations. Based upon extensive and detailed discussions with
Philippine producers, the U.S. pork industry estimates that the maximum
quantity of pork which could be imported and distributed by producers is
less than 3,000 tons per year. Indeed. the Philippine producers admit that
imported pork demand is limited to the processing and restaurant sectors.

The Philippines has attempted to sidestep its Uruguay Round commitments
on pork in a variety of ways. First, the Philippines simply tried to cut back
its obligations. On October 24, 1994, the U.S. Govenment properly notified
the GATT Secretariat and the Government of the Philippines that it was
unable to accept the Philippine propésal to reduce its Uruguay Round access
commitments for pork from 654,210 MT to 8,003 MT. Next, the Philippines
threatened to restrict utilization of the TRQ by modifying the TRQ to limit
access to 2,000 - 3,000 MT of pork cuts with the balance of approximately
30,000 MT designated for “chilled pork heads and feet." Then, there was
discussion about atlocating 90% of the 32,000 MT qubt{ to fresh/chilled

8
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pork. This would have restricted imports because the distribution -
infrastructure in the Philippines at the present time can handle only very
limited volumes of fresh/chilled pork imports. Next, the Philippines
decided on the aforementioned trade restricting scheme which allocates
most of the quota to producers. Then, Phlugplne producers demonstrated
their clear intention -- to restrict imports -- y obtaining a temporary
restraining order, In effect from late December 1996 through mid~January
1997, which prohibited the Philippine Secretary of Agriculture from
implementing the zuota allocations. Most recently, the Philippines, as of
April 28, 1997, had not yet announced the distribution of quota allocations
among the four quota holding groups (producers, processors, traders,
hotels/restaurants). This fallure to announce quota allocations has a chilling
effect on imports.

On February 24, 1997, the U.S. announced its intention to request WIO _
consultations with the thpﬁlnes given the failure of that country to honor
its Uruguay Round pork market access commitments. The first round of
consultations were held on April 30th in Geneva. The European Union and
.Canada have joined the U.S. in the WTO consultations with the Philippines.
If the matter is not resolved through consultations, the U.S. can ask for the
formation of a WTO dispute settlement panel.

In the meantime, the U.S. Meat Industry Trade Policy Council, which
includes the American Farm Bureau Federation, the American Meat
Institute, the American Sheep Industry Assoclation, the National
Cattlemen's Beef Assoctation, the National Pork Producers Councll, and the
U.S. Meat Export Federation, have requested USTR to review the eligibility
of the Philippines under the U.S. Generalized Systom of Preferences
program. The GSP program provides certain benefiviary developing
countries such as the Philippines with duty free statuis for certain exports.
The U.S. is under no national or international oblige don to provide GSP
benefits. One of the factors that the U.S. must cousider in determining
whether to extend GSP eligibllity to a country is cthe market access provided
by such country to U.S. products. ,

The GSP review provides the U.S. with significant additional leverage In its
efforts to have the Philippines comply with its WTO obligations on_pork.
The U.S. can exclude all Philippine products from GSP benefits or the U.S.
can limit the exclusion to a select group of products.

If the Philippines properly opened its pork market, the U.S. pork industry
would capture at least one-third of the 32,520 TRQ. More likely, the U.S.
would capture two-thirds of the TRQ. Consequently, the Philippine violation
currently Is costing the U.S. pork lndust;ﬁyat east $40 million and up to $80
million in forgone export revenues annu

" NPPC BUPPORTS THE VALUE-ADDED AGRICULTURAL PRODUCTS .
MARKET ACCESS ACT OF 1997 (8.219)

The purpose of S.219, introduced by Senator Daschle and co-sponsored
Chalgman Grasaley, is to secure thl;y highest level of market access for Ugy
value-added agricultural products. The bill operates like the current '
"Special 301" provision intellectual property, which authorizes USTR to
single oqtnmuty ford% countries® that engage in practices that
adversely trade in U.S. intellectual property products. NPPC supports
this legislation which will insure that important agricultural trade matters .
recetve high priority from the U.S. government.
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Statewent by
Senator Orrin G. Hatch
before the :
Subcommitee on Internmational Trade
Committee on Finance
Unfted States Senate
May 15, 1997

Hearing on U.S. Agricultural Rxports
and Poreign Market Access

Mr. Chairman, I commend you for calling this timely and
important meeting on agricultural trade, and welcome our many
witnesses. All members of the Senate have an agricultural
interest. And, we all seek to preserve and promote it, even
though the size of this sector relative to other business
activities obviously varies from state to state.

Cultural Value of US Agriculture

U.S. agricultural exports are running a $30 billion surplus,
and have increased by more than 40 percent since 1992. Along with
technology, and food, feed and beverage exports, agriculture
plays a pivotal, and I would add, legacy role
in foreign trade. Agriculture is, dfter all, the most
tra?égional of all American exports, dating back to our colonial
per .

I hasten to add, parenthetically, that_it is for this reason
that I have always rejected the arguments made by our European
Union friends that their agricultural base is worthy of
protection. Family farms and, now, the other elements of the
agricultural sector, have no less a major cultural significance
in our much younger society. -

Obstacles to Fair Trade in Agriculture

The competitiveness of our farms, in terms of both price and
quality, is the framework objective that numerous rounds of GATT
have tried to employ in overcoming subsidies and other
protectionist and anti-competitive practices. It is because of
the difficulties in achieving a commonly acceptable, universal
agricultural competition standard, that the U.S. must insist on
unilateral defenses against dumping and other foreign unfair
trade practices. We cannot forget the generous overtures to
eliminate U.S. agriculture subsidies that we made -to the EU
during the Bush and Clinton Administrations.

Regrettably, we have not made much progress, despite the
very best efforts of our successive U.S. Trade Representatives.
Today, the U.S. Department of Agriculture estimates that $5
billion of our faxrm exports are blocked by phytosanitary
barriers, other than tariffs. These barriers are boldly real, in
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some cases, existing in the form of frivolous demands, like EU
genetic-labeling; this particular ban on genetically modified
organisms - or “GMOs” - in feed and seed imports has absolutely
no scientific basis. But there are also “phantom® barriers, and
even insidious cultural barriers that are unwritten, such as the
longtime Japanese resistance to American-grown rice, an area
where there has been progress, I'm pleased to report.

Good Negotiation Skills Make A Difference

Mr. Chairman, I, for ons, welcome the quality of our trade
negotiators at USTR, and in particular Carla Hills, Mickey Kantor
and, now, Charlene Barshefsky. In the specific case of Japan,
which I mentioned moments ago, they are. building on the rice
success. More recently, the USTR has raised the ante for Japan -
the U.S. negotiators abandoned futile informal agricultural talks
and moved for formal action at the WTO level, beginning with
consultations. The talks have focused on apples, and other
orchard fruits of concern to my state of Utah, as well as to many
other coastal and intermountain states. After years of providing
documentation on the health benefits and sanitary safety of these
products, seemingly endless Japanese demands for still more
evidence continue, despite a total absence of science in the
formulas for excluding US products.

The Special Case of China

Mr. Chairman, I also commend the USTR negotiators on their
aggressive pursuit of reforms in China’s agricultural import
.policies. My particular concern resides with China’s use of
State Trading Bnterprises (STE). These entities, in my judgment,
pose potential barriers to the operation. of trade as envisioned
and agreed upon by WIO members. I commend my colleagues who have
introduced bills seeking closer US scrutiny of STB operations in
China as well as other countries, such as Russia and Ukraine.

The STE must be brought into compliance with WTO before the U.S.
closes with China’s WIO accession demand.

China‘s agricultural markets are important to us, and I
understand - and even share - the Administration’s enthusiasm for
a deal with China. However, for my part, there is much spadework
to be done beforehand. It includes the elimination of
agricultural tariffs in China, the maintenance of certain zero-
tariffs in Hong Kong, and the erasure of non-tariff barriers for
US agricultural products.

The details remain to be hammered out in any U.S. support

‘agreement for Chinese accession. I must caution my friends

at USTR that the Senate cannot endorse something it has not seen.
Minimally, I would like to see China take the same type of
bilateral approach with the US that was accomplished in executing
the protocols for US apple and cherry exports. In my state,
Utah, where eight percent of cherry production goes to the export
market, cherries have been closed out of China - as well as Japan

- for too long. The bilateral protocol proved to be a skillful
negotiation tool for changing that situation, and much credit
ought to go to the USTR.

Again, Mr. Chairman, I commend your foresight and thank the
chair for this opportunity to comment.
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Statement by Ambassador Lang
- Deputy US Trade Represeatative
Before the Senate Finance Trade Subcommittee
May 18,1997

Mr. Chairman, members of the Committe, it is a pleasure to be here today to talk to you
about US agricultural trade issues,

Today, | would like to touch briefly on recent successes in U.S. agricultural exports and
discuss how we have used the GATT Uruguay Round and NAFTA agreements to improve
agﬁcu]tural market access. [ will also outline our plans to open new markets in the future.

GATT Uruguay Round and NAFTA . -

Agricultural Success Statistics

Three years ago, we concluded the NAFTA negotiations and two years ago, we finalized
the GATT Uruguay Round agreement. We have witnessed remarkable growth in our agricultural
exports in recent years, in part as a result of the new markets we opened during these
negotiations. :

For example, in 1995, the U.S. set a historical record by exporting $54.6 billion worth of
agricultural goods. In 1996, U.S. agricultural exports did even better by climbing to $59.8
billion, another new record. Incidentally, this represents a 40.4% increase in agricultural exports
since 1992 when this Administration took office. Also since 1992, US agriculture has become
the single largest net exporter of goods.

e

Already today -- one out of every three farm acres in America is dedicated to exporis.
$0% of our wheat acres, $7% of our rice acres, 37% of our soybean acres, 24% of our corn acres,
35% of our fruit and vegetable acres and 42% of our cotton acres are dedicaled to producing
product for export. In fiscal year 1996, new highs were reached in fresh, frozen and chitled red
meat exports, $4.3 billion, and in poultry meat exports, over $2.4 billion. Also in 1996,
“Consumer-oriented” agricultural expo.ts reached a new high of $20 billion. Thisis a32%
increase over 1992. -

In 1990, before NAFTA and our bilateral agreements with East Asia, we exported $1.6
billion in beef every year. § years later -- after we opened the doors -- we exported $1.7 billion
to Japan alone. Last year beef and veal exports to Mexico alone jumped nearly 80%.

How we are using the WTO to benefit U.S, agricultuye

These days, we'hear a lot about US trade deficits. I'm happy to report that US farmers
and agribusiness this last year created an estimated $27.4 billion trade surplus -- the largest ever.

48-478 98-4
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These statistics are very encouraging and they reflect in part an already aggressive
campaign by this Administration to open agriculture markets around the world. Let me cite a
féw examples of how we are using the GATT 1994 Agreerment on Agriculture and both the
NAFTA and WTO Agreements on Sanitary and Phytosanitary measures to further open export
markets for U.S. agriculture. =

During the Uruguay Round, we negotiated new access to Jagan for U.S. pork. Asa
result of these negotiations, U.S. pork exports increased 60%. During the Uruguay Round we
also secured market access for U.S. orange and grape exports to Korea. Our grape exports to
Korea quadrupled as a result of this agreement and our orange exports jumped from $1.7 million
in 1994 to $14 million in 1996. We’ve used the sanitary and phytosanitary principles in the
NAFTA and the Uruguay Round of the GATT to open markets for cherries, citrus, apples and
meat. U.S. citrus exports are now entering Thailand, Brazil and Mexico, and U.S. apples are
being sold in Japan as a result of redwed sanitary and phytosanitary barriers.

We are using the WTO Coimnmittee on Agriculture to aggressively pursue member
countries that are not fully living up to their Uruguay Round commitments on agriculture. The
Committee on Agriculture is an effective forum for applying muitilateral pressure in cases where
tariff-rate quotas have not been opened or are being administered in such a way as to deny
market access and in instances where export subsidy and domestic support commitments are
being circumvented.

We have also used the Committee on Agriculture as th first poiat of pressure in pursuing
cases which ultimately lead to dispute settiement, for example, the Philippines pork and poultry
consultations and the Hungary export subsidy case. The Philippines continues to place barriers
In the path of U.S. exports of pork and poultry. Gonsultations were held with the Philippines
on April 30. We are considering our next steps on this case.

Hungary violated its WTO export subsidy commitments in both 1995 and 1996. Despite
protracted consultations to get them to comply, they have not. Four countries (Australia, New
Zealand, Argentina and the United States) requested the formation of a dispute panel. We are
currently in the process of selecting panelists. -

- As you know, some of our fruit and vegetable exports face unjustified sanitary and
phytosanitary barriers. For example, Japan continues to require lengthy variety-by-variety
testing before it will grant export approval for additional U.S. fruit varieties. We believe Japan is
stalling because of domestic political considerations. We’ve had enough. We requested
consultations with Japan and will hold these consultations on June 5.

WTQ Dispute Settlement Successes
As a result of our WTO case, Korea has converted to a manufacturer’s shelf-tife system
which will significantly open the Korean market to US agricultural products. We requested a

2



B (-

WTO panel which resulted in the EU agreeing to implement the cumulative recovery program
for brown rice and certain duty reductions for malting barley.

U.S. exports of beef produced with gro .vth promotents are banned by the European
Union. We took this case to the WTO, arguing that the ban is a violation of the WTO Agreement
on the Application of Sanitary and Phytosanitary Measures of the GATT 1994. The interim
report affirmed our position that such measures should be based on scientific principles. We
expect the final report to be issued in mid-June.

Current efforts and future plans

We have fought and successfully ensured that bio-engincered products are getting access
to the EU. As part of this effort, the US has urged the EU to begin streamlining its approval
process so that GMOs are treated fairly and are consistently, and reviewed on a scientific basis in
atimely and transparent manner. | should mention however, that the EU has recently proposed
labeling and/or segregation of bio-engincered products. We find these developments very
troubling and you can be assured we are watching the EU closely.

We see three broad areas of current and future work on agricultural market access issues:

First. we will continue to use the WFO Committee on Agriculture to put pressure on
member countries to fully implement their Uruguay Round commitments and to address
e‘fnerging agricultural trade problems like tariff rate quota administration, state trading
enterprises, domestic support and export subsidies. We will also back up our efforts with WTO
dispute settlement and aggressive use of US trade laws where necessary.

Second. all WTO accessions must proceed on a commetcial basis. In all cases,
agricultural issues must be appropriately resolved or there will be no entry into the WTO.

Third. we are beginning to prepare for the next round of negotiations so that the process
of reform can pick up where the Uruguay Round left off,

The bottom line is that U.S, agriculture needs to remain committed to the goal of more
open world markets. and we need to keep other countries moving in tha: Cirection. This
Administration is very commitied to that task.

g We are also committed to using regional strategies to continue to grow U.S. agricultural
exports.

Under the umbrella of the Free Trade Area of the Americas (FTAA), three hemispheric
working group: have been created that will focus directly on agricultural interests. One group

3
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‘will address market access. another sanitary and phyto-sanitary issues, and a third will address
anti-dumping and countervailing duty issues and subsidies. We will ensure that the work done
by these working groups reflects this administration’s strong support for US agricultural trade
interests.

The immediate objective of the Administration is to ensure that the Trade Ministers
decide on how and when to launch these negotiations. This hemisphere is our single largest and
fastest growing market. \We must compete in it head-on.

We believe that it is critical that the United States help shape the free trade agenda in the
Americas by working with Chile to lay the cornerstone to the Free Trade Area of the Americas.

We also hope 10 use the Asia-Pacific Economic Cooperation Forum (APEC) to shape the
free trade agenda in the Pacilic Rim. APEC economies account for over half of the world’s
GDP. Nearly 43 percent of our agricultural exports go to Pacific Rim countries. Last year, the
APEC member countries laid the foundation to achieve free and open trade and investment by
the year 2010 for industrialized economies and 2020 for developing ones. APEC’s commitment
to comprehensivencss means that no APEC economy can exclude agriculture from the goal of
free and open trade. This year. an APEC task force will complete the analytical work that will
help determine how best to move forward toward this goal. ’

Conclusion

~

The Clinton Administration has fought hard to expand free and fair trade. Market opening
initiatives have been and will continue to be the driving force of international trade policy.
- Future prosperity on the farm. in thé countryside and in our nation’s cities depends on our
continued success in opening up new markets and tearing down trade barriers. Failure to do
otherwise would hurt fanners. city dwellers and our nation as a whole. ’

. As you know, the Administration plans to seek fast track negotiating authority. ‘{n order
to expand markets for agriculture and other U.S. industries, it is necessary that we have fast track
negotiating authority. | hope we can count on your support as we move forward in this dynamic

process.
Thank you.
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Question Submitted by Senator Moseley-Braun
Senate Finance Subcommittee on Trade
Hearing on Market Access for U.S. Agricullure Exports
May 18, 1997

Question: I would like to direct this question to Ambassador Lang. Asl mentioned in my
opening statement, pork exports are very important to my home state of Illinols.
Unfortunately, American pork products are routinely discriminated against by many of our
important trading partners, including China, Taiwan, Japan, the Philippines, South Korea,
Australia, South Africa and Argentina. Can you tell me what éfforts USTR and other
interested government agencies are taking to ensure that the Uruguay Round commitments
on pork ars being adhered to and barriers to U.S. pork exports are being dismantled?

Answer: The American pork industry exported a record 413,166 metric tons of pork and pork
variety meats in 1996, valued at $1.1 billion. This is a 577 percent increase in export volume since
1986. According to an independent research firm in Denver, Colorado, CF Resources, the export
sales were responsible for 8.8 percent of the wholesale value of total U.S. pork production last year
and added $14.78 per head to the value of slaughter hogs. Japan, Canada, Russia, Mexico, Korea.
Hong Kong and Taiwan are our largest markets. i

Our pork exports to Japan set a new record in 1996. U.S. exports of fresh, chilled and frozen pork
to Japan totaled 170,000 tons compared with 1994 exports of 81,000 tons. The concessions we
obtained from Japan in the Uruguay Round played a large role in expanding our exports to our
largest market. During the Uruguay Round negotiations, the Japanese agreed to bring their gate
price (minimum import price) on pork imports down to a level which more closely approximated
the free market system. This made us more competitive with imports from Taiwan and Denmark.
A recent outbreak of foot and mouth disease in Taiwan, Japan's largest supplier of pork, should
ensure that U.S. exports to Japan continue to set a new record in 1997.

Combined with the commitment to reduce the gate price came a negotiated safeguard for the
Japanese to prevent sudden surges in imports. When the safeguard is triggered, the gate price rises
by 24 percent. Imports of fresh and chilled, high valued pork into Japan are less affected by the
increase in the gale price. Almost 4S5 percent of our pork exports to Japan in 1996 were of fresh
product. Unfortunately, low valued, frozen pork is unattractive to import when the safeguard is
triggered. We have told the U.S. pork industry we would certainly be receptive lo suggestions from’
them for improvements to the system, which could serve as the basis for new discussions with Japan
on this matter.

Market access for meat products is a critical part of our WTO accession discussions with China. In
the May session of the WTO working party, China indicated it will be presenting revised market
access offers in late July. U.S. negotiators will press hard in bilateral access talks for markel access
commitments for U.S. meat exports.
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Until June 1, the only pork lcgally allowed into China was for hotel and restaurant use. China
recenily began a one-year “trail”” of retail importation of pork, beef and poultry. The trial program
allows imports of pork, beef and poultry for China’s retail market, but only from two U.S. packing
plants. While the new regulations are a step in the right direction, we are seeking access for all our
Federally inspected production plants.

Market access for U.S. agricultural products is also a critical part of our negotiations with Taiwan
oniits accession to the World Trade Organization. Taiwan’s market is virtuatly closed to some U.S.
agricultural products, especially pork and poultry byproducts. Our agricultural community believes
that Taiwan is a potentially large market for them. In the pork sector alone, they believe that sales
could reach many times the current level of about $20 million a year. As noted above, Taiwan is
currently experiencing an outbreak of foot and mouth disease affecting its hog population. As a
resull, the Japanese have banned imports of Taiwan pork for the moment. Over the long term,

_ however, U.S. and Taiwan pork will compete in the Japanese market. High levels of protection of
pork products in Taiwan act as a subsidy to Taiwan's pork exports. So, Taiwan's trade barriers in
pork affect U.S. pork exports not only to Taiwan but to Japan as well. We will not conclude our
negotiations with Taiwan on WTO accession without receiving commitments that result in genuine
market access for pork and other agricultural products.

On July 1, 1997, Korea eliminated their quota on imports of frozen pork and switch to a tariff-only
regime. While the tariff increased from 25 percent ad valorem to 35 percent ad valorem, we expect
to see a substantial increase in U.S. pork experts to Korea as result of the impont quota tiberalization.

In the Uruguay Round of multilateral trade negotiations, the Philippines committed to establish a
tariff-rate (TRQ) quota for pork. Howeve:, the Phitippines® implementation of the tariff-rate quota,
in particular the delays in permitting access for the in-quota quantities and the licensing system used
to administer access to the in-quota quantities, appears to be inconsistent with the WTO obligations,
of the Philippines. Therefore, on April 30, the U.S. (joined by Canada and the EU) held WTO
dispute settlement consultations with the Philippines. Unfortunately, the Phillippines provided no
concrete assurances that its market access commitments would be honored. In Junc 1997, the
Government of the Philippines initiated a review of its system of TRQ administration intended to
implement changes to bring its TRQ administration policies into conformation with WTO
obligations. We will vigorously pursue dispute seltlement procedures if our concems are not
satisfactorily addressed. We will keep you informed of our efforts on this important issue.

Sanitary requirements affect our pork exports to Australia, South Africa and Argentina. South
Africais concemed about three diseases: Transmissible Gastroenteritis (TGE), Porcine Respiratory
Syndrome (PRRS) and Pscudorabies. USDA's Food Safety Inspection Scevice (FSIS) is working
with the South Africans to convince them that the possibility of transmitting TGE and PRRS in
frozen pork is negligible and that Pseudorabies is not transmitted in raw pork. Argentina restricts
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Questions Submitted by Senator Charles E. Grassley
Senate Finance Subcommittee on Trade
Hearing on Market Access for U.S, Agriculiure Exports
May 18, 1997

Question 1: The Mexican government recently began an anti-dumping invesjigation of U.S.
corn sweetener imports. What s the status of that investigation? What will the administration
do to prevent imposition of duties or quotas on high fructose corn syrup shipments to Mexico?

Answer 13 InaJune 4 letter to Mexico’s SECOFI. we expressed our concemn with the antidumping
investigation being conducted by Mexico on imports of high fructose com syrup (HFCS) from the
United States.

On June 25, Mexico’s SECOFI issued a preliminary finding of dumping in its investigation of
alleged dumping of HFCS from the United States. The decree imposed compensatory duties ranging
from 61-102% on four U.S. companies and 102% on all other companies. Mexico’s National Sugar
Chamber brought the original complaint.

We are very concemed about the impact these provisional duties may have on our domestic
production of HFCS and are currently consulting with industry to determine our next steps on this
matter.

Question 2:  What s the status of our negotiations with China on their accession to the WTO
as it relates specifically to market access for U.S. pork imports?

Answer 2: In the March session of the WTO working party, China agreed to “trading rights”
language that would allow foreign enterprises and individuals to trade mozt products, including pork,
within 3 years upon accession. Currently, only Chinese companies are licensed to import pork.

In the May session of the WTO working pany. China indicated it will be presenting revised market
access offers in late July. U.S. negotiators will press hard in bilateral access talks for market access
commitments for U.S. meat exports.

Until June 1, the only pork legally allowed into China was for hotel and restaurant use. China
recently began a one year “trial” of retail importation of pork, beef and poultry. The trial program
allows imports of pork, beef and poultry for China’s retail market, but only from two U.S. packing
plants. While the new regulations are a step in the right direction, we are seeking access for all our
Federally inspected production plants.
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Question 3: The U.S. Customs Service last year published a proposal that would require that
the country of origin marking for frozen produce with imported content appear on the front
panel of the product, instead of the back or side where it has been required for sixty years.

I am concerned about the retaliatory effects U.S. food producers may experience when
exporting product abroad should these proposal become a reality. 1 am interested in your
thoughts regarding the potential for retaliation by our trading partners to these new U.S.
country of origin marking requirements, and in learning whether USDA or USTR have
expressed a position on the Customs proposal. o
In addition, some of our trading partners have stated that the front panel country of origin

marking proposal for frozen produce violates Annex 311 of the North American Free Trade

Agreement. If the U.S. promulgates country of origin marking requirements which are’
perceived to be in violation of the spirit of NAFTA, is it reasonable to sssume our NAFTA

trading paitners would promulgate similar rules or take the U.S. to a NAFTA dispute

settiement panel?

Answer 3: It is our understanding that the U.S. Customs Service proposal with regard to country
" of origin marking for frozen produce with imported content is the subject of ongoing rule-making
procedures. The Treasury Department informs us that the matter is still under evaluation in light
of the public comments that were received as part of these procedures. Accordingly it is not
appropriate to speculate on the outcome of that process or on whether there would be any reactions
from U.S. trading partners. USTR has not conveyed a posmon on this matter to the Treasury
Department. If U.S. food producers or others have any views or concerns regarding the proposal,
we would encourage them to ensure that they have been brought to the attention of the regulatory
authorities at the Customs Service and Treasury Department so that those authontm may take those
comments into account in deciding on any final rule. , -

When foreign govemments have instituted country of origin labeling on imported products, as in the
case of Japanese and Korean labeling requirements on fruits and vegclables we have expressed our
concemn that such measures can adversely affect our exports by raising costs and

have the potential to be ysed as unjusnﬁed barriers to trade. These concerns have been voiced by
many U.S. industry rtprescntauva in response to foreign labeling requirements, and could similarly
be raised by our trading partners in opposition to the proposed legislation.

la
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Questions Submitted by Senator Bob Graham
Senate Finance Committee
Hearing on Fast Track Trade Negotiating Authority : -
e June 3, 1997

Question 1: Do you agree that specific rules relating to perishable agricultural commodities
are lacking in the NAFTA and the GATT? Would you agree that these rules are of critical
importance to the next round of talks on the FTAA? What are you doing to address this need
for specific rules and would you support a measure to establish these rules?

Answer 1: Noting the special concemns of producers of perishable agricultural commodities, we
negotiated a 15 year phase-out for a number of perishable commeodities and special safeguard
provisions for agricultural goods in the NAFTA. In addition, the dispute settlement procedures in
both the NAFTA and the GATT 1994 provide for expedited treatment of perishable agricultural
commodities. We will keep the concems of producers of perishable agricultural commodities in
mind as we develop positions for future negotiations, including those under the FTAA and WTO.

Question 2: We feel that the safeguards designed to protect our domestic industry from
serious Injury have been ineffective. Would you support amendments to these safeguards that
would protect the perishable agriculture industry?
* l

Answer 2: A special mechanism exists in the current U.S. safeguard law (section 201 et seq. of the
Trade Act of 1974) for perishable agricultura) products. Under this mechanism an entity
representing a domestic industry that produces a perishable agricultural product or citrus product
may petition the U.S. Trade Representative for monitoring of imports by the U.S. Intemational Trade
Commission (ITC). Where ITC monitoring has taken place for at least 90 days, an entity
representing the industry may request an expedited ITC injury determination for purposes of
applying provisional relief. We would be happy to discuss your specific concerns over whether
current Jaw is adequate with respect to perishable agricultural products.

Question 3: Previous trade petition decisions, as well as current negotiated language in the
Uruguay Round of the GATT, set the tariff and scheduled tariff phase out for orange juice,
a highly sensitive agricultural producf. Wll this continue to be the U.S. position in upcoming
trade negotiations?

Answer 3: Recognizing the sensitivity of orange juice imports to our domestic industry, the United
States agreed to a 15 percent tariff reduction on citrus, the minimum tariff reduction allowable in the
Uruguay Round. There is no phase-out of U.S. tariffs on citrus under this agreement. In addition
to the minimum tariff cut on citrus, it should be noted that we were very successful in negotiating
significant tariff cuts in other markets and in opening new markets for U.S. citrus exports. For
exarnple, the EU cut export subsidies for citrus, Japan and Thailand agreed to lower tariffs for

orangés and grapefruit, and Switzerland eliminated its grapefruit juice tariff. .

(\ 4
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Market access was also secured during the Uruguay Round for U.S. orange and grape exports to
Korea. U.S. orange exports filled Korea’s entire quota of 15,000 tons in 1995 and 20,000 tons in
1996. U.S. orange exports to Korea are expected to further increase this year, as a consequence of
Korea's Uruguay Round commitment to liberalize orange imports, effective July 1, 1997,

Regarding upcoming trade negotiations, we are just beginning to prepare for the mandated restarting
of 1999 negotiations in agriculture in the WTO.- We will keep your concems in mind as we develop
positions for these negotiations.

Question 4: What are the details of the agreement that you have worked out with the
Congressional leadership regarding action on the Administration’s Fast Track proposal?
Exactly what commitments do you have from Senator Lott? What commltments do you have
from Speaker Gingrich, Chairman Archer, and Chairman Crane?

Answer 4: The Administration intends to forward a fast track proposal to the Congress in
September. This intention was discussed with Congressional leadership before being announced this
summer.’ Congressional leadership indicated they would look forward to receiving the proposal in
September and would attempt to move it as expeditiously as possible.

Question 5: In a November 16, 1993, letter (attached) to my former colleague Representative
Tom Lewis, President Clinton stated, “I am committed to take the necessary steps to ensure
that the USTR and the ITC take prompt and effective action to protect the U.S. vegetable
industry against price based import surges from Mexico.”* What actions has the USTR
embarked upon to keep this commitment?

Answer §: During the 1995-96 winter vegetable season, USTR along with other Departments in
Administration, undertook the most comprehensive approach ever taken to assist U.S. vegetable
producers affected by import surges from Mexico. As a part of this approach, USTR held a number
of meetings with representatives from he U.S. tomato industry to seek their input on the appropriate
steps to address the increased volume of tomato imports from Mexico. One idea that was generated
in these meetings was to modify the tariff-rate quota (TRQ) period for tomato imports. Accordingly, -
USTR published an Advance Notice of Public Rulemaking to implement weekly TRQs on
December 14, 1995. In addition, USTR supported legislation introduced by Senator Graham to
amend U.S. safeguard law specifically for cases involving seasonal products.

The Administration also modified U.S. Customs Service procedures to begin collecting the over-
quota duties on the tariff-rate quotas (TRQ) on tomatoes and other vegetable imports from Mexico
once TRQ is 85 percent filled, and took steps to ensure that all Mexican produce was fully inspected
to compiled compliance with U.S. heal, quality and grading standards. The Administration also
complied daily price and shipment data on Florida and Mexico and published a special daily report
for the Florida industry from February 22 through May 10 on Mexican tomato import prices and
volumes. During this period, the industry filed an antidumping case which resulted in the suspension
agreement now in effect.




Question 6: Are mechanisms provided for in the U.S. Trade Law (Section 201) adequate to
address the concerns of perishable agricultural products? Should the issue of perishable
agricultural products be taken into account when negotiating future trade agreements?
Answer 6: With regard to the first part of the question, see the response to question 2. With regard

—— to the second part of this question, yes, we believe the issue of perishable agricultural products
should be taken into account in the negotiation of future trade agreements.

Question 7: Can U.S. Trade Law recognize the seasonality of an industry? What can
Congress do to assure that U.S. Trade Laws respond to seasonal nature of industries?

Answer 7: While seasonality is not explicitly mentioned in the U.S. safeguard law, the law does
provide that, in its injury determinations, the ITC is to take account of all economic factors which
it considers relevant. We would be happy to discuss your specific issues with regard to the seasonal
nature of industries that would be of concem to Congress. ~
Question 8: Is the filing of a dumping suit the only avenue for domestic industry to negotiate
with other countries? Should U.S. Trade Laws provide other avenues through which domestic,
industries can negotiate with foreign industries?

Answer 8: Antidumping and countervailing duty investigations are administrative proceedings that
can result in the imposition of additional duties to offset the extent to which dumping or
subsidization is determined to exist. While there are provisions in the antidumping law. for the
Commerce Department to suspend an antidumping investigation, this process does not involve
industry-to-industry or industry-to-foreign government negotiations. In considering whether to
suspend an antidumping investigation, the Commerce Department is required to consult to the extent
practicable jnter alia with potentially affected producers in the domestic industry. There are
additional provisions of U.S. trade laws that address unfairly traded imports and increases in imports
such as Section 201, Section 301, and Section 337. These trade laws also do not provide for the
domestic industry to negotiate with foreign industries. Industry to industry negotiations could raise
serious antitrust concerns, for example, if discussions involved issues relating 1o market share,
pricing, and levels of shipments.

Question 9: Can we look to the current suspension agreement between the Department of
' Commerce and the Mexican tomato Industry as a model by which other disputes can be
solved?

Answer 9: The Commerce Department and Mexican tomato growers finalized an agreement on
October 28, 1996 to suspend the antidumping investigation on tomatoes. We believe this agreement
is a very workable solution in that it provides added stability and transparency for our tomato
industry and suppliers and does so without detectable effects on consumers.

Antidumping investigations are rarely resolved through a suspension ag{eemenl. The antidumping
taw provides for different types of suspension agreements. The suspension agreement on tomatoes
is an agreement to eliminate the injurious effects of exports o the United States under section 734(c)
of the antidumping law. Section 734(c) requires the Commerce Dep?nmen! to determine that
“extraordinary circumstances” are present in order to consider a suspension agreement of this sort.
1t would therefore only be in those circumstances that extraordingry circumstances are determined
1o be present that a suspension agreement might be appropriate.
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-—STATEMENT OF a
THE AMERICAN FARM BUREAU FEDERATION )
TO THE
SENATE FINANCE COMMITTEE
INTERNATIONAL TRADE SUBCOMMITTEE
: REGARDING -
MARKET ACCESS ISSUES FOR U.S. AGRICULTURAL EXPORTERS

Presented by
Jack Laurie, President
Michigan Farm Bureau

May 15,1997

Thank you, Mr. Chairman, for the opportunity to provide testimony for this important hearing. 1
am Jack Laurie, president of the Michigan Farm Bureau, and a member of the board of directoss
of the American Farm BureayFederation, the nation’s largest general farm organization
representing more than 4.7 million member families. 1am pleased to have this opportunity to
discuss with you our concerns and hopes for future world trade growth.

The American Farm Bureau Federation is a strong supporter of freer and more open trade. We
worked hard to secure passage of the Uruguay Round of the General Agreement on Tariffs and
Trade (GATT) as well as the North American Free Trade Agreement (NAFTA). We also strongly
support Most Favored Nation (MFN) status for China as a protection against unreasonable tariffs
for U.S. products. In addition, we support fast track authority for the negotiation of future
treaties. Fast track is critical to future negotiations, especially in the 1999 renegotiation of the
agriculture agreement of the Uruguay Round and for adding other nations to NAFTA. There will
be no reason for other countries to take us seriously in these negotiations if we do not have fast
track in place. )

American farmers can compete in any market in the world if they are given the tools and free
market access. We know that we face very strong competitors around the wotld, but U.3.
agricultural and food products have always enjoyed an enviable reputation with intemational
consumers.

U.S. farmers, as a whole, are satisfied with the Freedom to Farm Act of 1996, With the
expectation of freer markets for our products, our farmers are looking toward various risk
management tools and freer trade. While having just experienced a year of generally better
pricés and growth in export sales, farmers are still questioning if our trade agreements are really
working. . Many farmers do believe the export numbers, which tell us these agreements are.
working. However, there are concemns at the grassroots level about either certain commodities of
specific issues like the European Union-United States hormone case we appear (o have won. To
find support for future trade legislation, progucers must see more positive actions.

Itis critical that the President comes forward with a fast track negotiating authority proposal that
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can be passed by Congress. We believe a clean fast track -- free of labor, environmental and
social issues is critical to future negotiations. Renegotiation of the Uruguay Round is due to
begin in 1999 and preparatory work is needed now. Why would any trading partner want to

negotiate with the US without fast track? Indeed, some have alféady saldihey will not waste
their time. ” o ‘

If we are going to be in a position to trade’competitively with our neighbors in the Americas we
need to be negotiating now. We are going to find that our neighbors may have negotiated some
agreements not to our liking if we are not soon in a position to join in the process. We believe
Canada has reached an agreement with Chile that would continue to protect its dairy, poultry and -
other supply-managed sectors in much the same way that resulted in our disastrous loss in the
recent Intemnational Trade Commission (ITC) on dairy and poultry.

MEN for China must move through Congress without being encumbered by human rights issues.
We are all concerned about the people of Hong Kong and its future as a major trading center.
However, structuring trade policy based on what “might” happen there will not move us any
close}to resolving our trade issues with China. .

We are currently considering the ground rules for accession of China and Russia into the World
Trade Organization. These negotiations must result in their entering as “developed markets” and
only on a “commercially viable basis.” .

We must also have strong and fully funded trade promotion and market development programs
such as the Market Access Program, the Foreign Market Development Program, the Dairy
Export Incentive Program and the Export Enhancement Program to compete with the Europeans
and other global competitors. .

V/e are also éxtremely concemed whether genetically modified organisms (GMO's) will be
received or denied entry into the EU. The EU continues to ignore sound science when
considering approval of these commodities. -

Last year, the United States exported $60 billion of agricultural goods to our trading pastners.

We also imported $30 billion worth of agricultural goods, giving us a solid trade surplus of $30
billion. To continue this excellent record, the United States needs to remain involved in lowering
barriers and creating more open trading systems in all countries. It is important that our industry
have a position in the negotiations and agriculture must remain on the full agenda of all trade
negotiations including, the General Agreement on Tariffs and Trade 1999, the Asian-Pacific
Economic Cooperation (APEC), Free Trade Act of the Americas (FTAA), Organization for
Economic Cooperation and Development (OECD)YCODEX and future EU-North America
discussions.

To keep our agricultural industry competitive we must continue to challenge the EU and our
other trading partners who do not live up to their commitments. The U.S. Department of

-
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Agriculture (USDA) and the U'S. Trade Representative (USTR) must have adequate financial
resources to carry on the fight for opening and expanding markets.

I heartily applaud Ambassador Charlene Barshefsky in her move to designate a deputy
ambassador for agriculture. We believe that the position of deputy trade ambassador for
agriculture should be established by statute. A deputy ambassador for agriculture at USTR and
continued close coordination with USDA are critical for successful long-term agricuftural trade

and expanding market access.

We must look at the overall picture of what it will take for the industry to meet future market
needs. These needs go beyond international agreements and treaties. A great number of issues
must be faced up to and resolved right here at home, if our producers are to compete - -,
successfully.

Regulatory Reform:
Regulations define trade practices and set minimum standards for a wide range of agricaltural

production and marketing practices including meat inspection, phytosanitary standards, payment
terms for agricultural commodities and many others.

Since regulatory costs are incorporated into the prices of everything we buy and sell. Higher
regulatory costs jeopardize the competitive edge that we have in the international markgetplace. .

Research and Education:
Funding to continue both public and private research is critical to our future ability to lead the

world in production, processing, marketing. Farm Bureau policy states that it is critically
important for the United States to have an effective leading-edge national food and agricultural
research and education system to support scientific, technological and economic advancements in
an increasingly competitive global economy.

Transportation Issues
We must have adequate transportation infrastructure of roads, bridges, rail and trucking that
provides safe, competitive, efficient and economic means of moving inputs and products to farms

and to markets.

Many of our own transportation laws are working against us. Laws such as Cargo Preference and
the Jones Act, designed to protect the maritime industry has ¢reated artificially high costs and
noncompetitive captive shippers situations.

Global Climate Change Treaty: .
The proposals to put greater defined limits on production agriculture in developed countries will
result in major costs and a loss of competitiveness. At the same time, this proposal fails to
address the developing areas of the world where litile or no efforts are made to control air

pollution.

These are just a few of the issues we face from within while trying to produce a cost compelitive
product for the international market.

Thank you for this opportunity to present some of our thoughts.

Q
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The Laurie runy operates a 1600-acre farm near Cass City.
They produce feed grains, wvheat, alfalfa, and !oxbnn. They also
have a 550 cov dairy herd. His sone are the third generation to
operate the family-owned and managed farm.

Laurie graduated froam Michigan State University in 1962 with a
Bachelor’s degres in Agricultural Economics. He was a member of the
tirst class of the KXellogg Farmexs Study Program in 1966,

He hae servad as a member of various industry organizations and
associations inoluding the Michigan Milk Producers Association, the
mohirn Livesatock Exchange, the Michigan Dairy Herd Improvement
Assoclation, and his local farmers’ cooperative elevator.

He currvently sexves as a member of the MSU Davelopment Pund
Committee, and is a PFra roundation Diractor.

He was appointed by Governor Engler in 1991 as Chairman of the
State Pair cCouncil; in 1993 as a member of the Michigan Inter-
national Trade Coalition; and in 1994 as a meaber of the Task Force
on Michigan Farmland and Agriculturs Developmant.

on the National lavel, he has served as a member of the 7th -
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appointed by the Secratary of Agriculture to serve on the National
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Federal Crop Insurance Program.
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Committes representative for the Midwest Regional States.

He and his wife, Batty, have three children, Doug, David and
Dana, saven grandchildren, and are active in local church and

community aftairs.
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Piepared Statement of Hon. Carol Moseley-Braun

Mr. Chairman, I salute you on your decision to convene this

hearing on market access barriers facing U.S. agriculture, With the
president poised to present legislation seeking Congressional support for
fast-track authority to negotiate new trade agreements, this hearing could
not have come at a more propitious time,

The U.S. is the world's most competitive producer of food and
agricultural products in the world. Last year, U.S. agricultural exports
were almost $60 billion, a new record. American agriculture's $28.5
bitlion surplus makes it the largest positive export product industry in
the United States. Similarly, U.S. meat and poultry exports exceeded
imports last year. These facts conclusively show the importance of
agricultural exports to the U.S. economy generally and the farm
economy specifically.

The success of U.S. agriculture in the global marketplace is not by
accident or happenstance. It reflects the hard work of American farmers,
the affordability and quality of U.S. agricultural products, and the
tenacity of U.S. trade negotiators and trade agencies who ensure that
U.S. agriculture competes in a marketplace that is fair, non
discriminatory and receptive to American products.

With all this good news, you would think that U.S, agriculture and

meat producers would be universally successful in world markets. The
truth of the matter, Mr. Chairman, is that many foreign markets remain
closed to American farm products. Many countries engage in an array of *
unfair trade practices to protect their domestic agricultural, meat, and
poultry industries from foreign competition. Unfair trade practices not
only impede U.S. competitiveness and prevent American agriculture
exports from reaching their full potential, they also take money out of
the pockets of our farmers and deprive our nation of much needed tax

_revenue. Absent non-tariff and other bamriers, U.S. agriculture wouldbe

even more successful in the global marketplace. <

Motivated by my concemn over market access problems and non

tariff barriers facing U.S. agriculture, I co-sponsored S. 219, the '"Value
Added Agricultural Products Market Access Act of 1997" and S. 220, the
"Fair Trade in Meat and Meat Products Act of 1997.

S. 219 would help USTR set priorities among the many foreign
agricultural trade ban"liers facing U.S. products and create a ""Special
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301" procedure for value-added agricultural products that is virtually
identical to that which exists for intellectual property products, S. 220
requires the USTR to determine whether the EU has failed to implement
its obligations under certain trade agreements related to U.S. meat and
pork exporting facilities. The bill also prescribes retaliatory measures.
Two weeks ago, the United States and the European Union
concluded negotiations on the Veterinary Equivalency Agreement, I
support the broad objectives of this agreement and am eager to hear the
views of industry representatives on how this agreement will affect U.S.
meat and poultry imports and exports.
As you know Mr. Chairman, market access was one of the key
U.S. negotiating objectives in the Uruguay Round negotiations. I would
therefore, also be interested in hearing the views of the distinguished
panelists on what measures they believe the government needs to take to
increase market access and eliminate non-tariff barriers.
In addition to questions of market access, unfair trade practices and
non-tariff barriers, one of our biggest challenges is ensuring that
signatories to our international trade agreements honor their
commitments under the terms of the agreements, fully implement the
provisions of the agreements and abide by the spirit as well as the letter
of the agreements. Hopefully Ambassador Lang and Mr. Drazek will be
able to apprise the members of this subcommittee on what efforts our
govemment is taking towards these ends.
Thank you again Mr. Chairman for your leadership on this
important issue. As you know, soybeans, com and pork are important to
the economies of both my home state of Illinois and your home state of
Iowa. Regrettably, each of these products faces restrictions and limits in
foreign markets. Given the centrality and importance of these products
to our states and agricultural exports to the U.S. economy, we, along
with American farmers, agribusiness and meat producers, must do all we
can to ensure that U.S. agriculture reaches its full potential and benefits
from its comparative advantage in the intemational marketplace.
I look forward to working with you, the members of this
subcommittee, my colleagues in the Senate and the Administration to
bring down trade barriers to and expand export markets for U.S.

agriculture.
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) Testimony of
Carl Peterson

Mr. Chairman. members of the Senate Finance International Trade Subcommiittee, |
appreciate the opportunity to testify today. 1am Carl Peterson, a dairy farmer from Delanson,
New York. 1serve as Chairman of the Board of Agri-Mark Inc., a dairy cooperative which
represents 1,700 dairy farmers in New York and New England. Agri-Mark is a member of the
Council of Northeast Farmer Cooperatives, a voluntary association of four dairy cooperatives
representing more than 12,000 dairy producers throughout the Northeast: ——--— — - -— — —  ___ ___
- 1 am pleased to be participating in this hearing on Market Access Issues for U.S.
Agricultural Exports and | would like to thank Senator Moynihan for asking me to testify today.
I'will confine my comments primarily to export issues for U.S. dairy products.
Few dispute that the United States today is part of a dynamic global economy where
potential new markets offer grealer opportunities for exports. Exports ol:U.S. agricultural
products in general have increased rapidly in the last few years. However, dairy exports remain -
small in comparison with to21 U.S. annual milk production. Currently, the U.S. exports about
3.5% of its annual milk production. This rebresents 5.5 billion pounds milk equivalent, total
solids basis. Total sales of dairy products in the export market averaged about $750 million in
cach of 1994 and 1995. Export sales for 1996 were $710 million.
It is important to note that v;alue-addcd products, such as specialty cheeses, have made -
significant advances in the export market in the last few years. At Agri-Mark we are in the
process of selling one millio;r pounds of Cabot Cheddar Cheese to England. We have also
exported nonfat dry milk to Egypt and to a number of other countries. In addition. Agri-Mark, in
conjunction with the three other member cooperatives of the Council of Northeast Farmer
Cooperatives, has worked to set up an export trading company, called Export Dairy Inc.. to
further research and coordinate dairy product sales for our member cooperatives in the future.
I believe opportdnilics for increasing exports of dairy products look more promising over
the next five to ten years. Analysis has shown that iﬁcreasing dairy exports have a direct positive
impact on the prices dairy farmess receive for their milk. Therefore, expanding exports will
clearly benefit U.S. dairy farmers both in thé shori and longrap, ——~ ~ — " ——————— -
—i—» ———----—-The GATT-and NAFTA free trade agreements have slowly started to help open markets _
for U.S. dairy products around the world. Tariffs in many countries will be steadily reduced over
the next several years, which will offer the 1J.S. the opportunity to effectively develop new
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export markets. At the same time, agricultural export subsidies from the European Union will be
reduced, thereby allowing U.S. dairy products to compete more favoﬁbly in international
markets. Other trade agreements in both South America and the Pacific Rim are under
discussion and promise to further expand markets for all agricultural products, including dairy.

Our dairy cooperatives in the Northeast strongly supported the GATT and NAFTA free
trade agreements and we expressed this support to the members of our Congressionat
delegations. 1 will address the market access issue with respect to Canada specifically in just a
moment.

The passage of the Federal Agriculture Improvement and Reform Act of 1996 (FAIR)
points the dairy industry in a much more “market-oriented direction.” Although the federal dairy
price support program was reauthorized by FAIR, giving USDA continued authority to purchase
surplus cheese, butter and nonfat dry milk powder, the fevel of support will be reduced
progressively and will terminate on December 31, 1999. The federal government will no longer
purchase excess manufactured dairy products from the domestic market, and the U.S. dairy
industry will need to increase sales in export markets to help maintain domestic price stability
and provide for any significant expansion in U.S. dairy production.

The 1996 Farm Bil also requires the Secretary of Agriculture to maximize the volume of
dairy products sold under the Dairy Export Incentive Program (DEIP), consistent with the U.S.
obligations under GATT. It also allows USDA to “carry over™ any unused allocations of dairy
product subsidies under DEIP as long as they do not exceed the maximum value and volume
limitations authorized by the Uruguay Round. Congress, through FAIR, intends jhat the use of
DEIP be maximized during the five years governed by the current GATT agreement. In the past
six years, DEIP sales have been instrumental in hclpl;\g to bolster the U.S. presences in world
export markets for cheese, milk powder and butter products. From 1991 to 1994, exports of bulk
dairy products rose significantly, from 37,373 metric tons in 1991 to 174,179 metric tons in
1994. Due to higher domestic prices during 1996, DEIP sales have been somewhat lower in the
last year. DEIP sales made through May 9 for this year's DEIP calendar, which ends June 30,
totaled 53,521 metric tons, just 35% of the export subsidy \}olunjg_gllowod under the GATT

agreement.

Pl
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Having supported the NAFTA and GATT agreements, we in the dairy industry were
displeased 1o see Canada dramatically increase its tariffs on U.S. dairy, egg and poultry products.
As you know, in 1995 Canada imposed over quota tariffs of 250 10 350 percent on U.S, dairy,
poultry and egg products. U.S. dairy products were effectively shut out of our neighbor's market
to the north despite provisions for increased market access under the GATT agreement.
Although the U.S. challenged the Canadian action before a NAFTA dispute panel. that panel
voted unanimously to uphold Canada's imposition of the over-quota tariffs. That decision
clearly seems to run counter to the increased market access prowded by the free trade
agreements.

At this time | would like to thank Senator D' Amato for his work on the Canadian access
issue earlier this year, bringing the issue up to U.S. Trade Representative Charlene Barshefsky
during her confirmation hearing before this committee and further elevating this matter within
the Office of the U.S.T.R.. i

In short, Canadian market access would provide significant and needed opportunities to
the dairy industry, both short and long term. Asa dairy producer in New York State, I can’t help
but feel our industry in the Northeasl is welt positioned to capitalize on market opportunities to
expon fluid milk and value-added dairy products to the eastern population centers of Canada.
New York and New England produce over 16 billion pounds of milk annually, accounting for
approximately 11 percent of national milk production. An independent study by Penn State
University estimated that potential sales for U.S. dairy products could reach up to $1 billion
annually -- if access to the Canadian market became a reality. Although this figure may be
disputed as too high, there is no question that there are many opportunities for U.S. dairy

~ products with improved access to the Canadian market.

As you know, Canada has a rigid supply management system that includes production
quotas, as opposed to the U.S. which is a much more market oriented system. Canada’s supply
management system maintains prices to their producers that are significantly higher than

®  domestic prices here in the U.S.. The current support price for manufacturing milk in Canada is
52% higher than the current U.S. federal marketing order minimum of $11.44 per
hundredweight. At the same time, Canada’s supply management syst:m caries out pooling
practices which give its producers significant price advantages In world markets for bulk dairy

-
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products. Both USDA and the U.S. Trade Representative are now pursuing negotiations with
Canada over these pricing and pooling programs that appear to be contrary to NAFTA and WTO
guidelines. - ) .
Unfortunately, it is apparent that the dispute on the Canadian tariffs on dairy will

probably not be addressed again formally until the next World Trade Otgani.ution negoliation.
in 1999. However, the disappointments in the Canadian situation do serve to point out important
considerations for future trade agreements. The dairy industry in the past has always been
extremely supportive of our country’s pursuit of free trade opportunities. Agriculture is the most
difficult area for negotiators to be firm on in trade negotiations. Despite the many difficulties,
our industry continued show our support, through multiple Administrations, for the further
development of free trade agreements. However, as the recent experiences with the Canadian
market access indicate, its is clear that the dairy industry is not receiving any of the benefits
promised by these trade accords. | would have to say that given this tumn of events, the dairy
industry would be very reluctant to support “fast track™ legislation for other free trade
agreements in the future. Trade provisions for U.S. duiry products, and agricultural products as a
whole, must be given high prioﬁty in future trade negotiations so that similar shortcomings are

* not again ;‘M in the future. Such trade matters need to be fully resolved in a way thal
will provid€ us with a level playing field with respect to forcign markets.

‘ Again, | fully recognize the important role that emergihg world markets will play in the
U.S. dairy industry in the future. [tis clear to me, however, that for any future trade agreements
. to be effective in providing significant opportunities to U.S. agricultu&?ahd the U.S. dairy
industfy in particular, correction for these shortcomings must be given high priority in
negotiations conducted by this Administration. '
1 would like to thank you for the opportunity 1o testify and I would be pleased to answer

any questions.






COMMUNICATIONS

STATEMENT OF THE AMERICAN FROZEN FOOD INSTITUTE
{SUBMITTED BY STEVEN C. ANDERSON, PRESIDENT AND CEO}

On behalf of the members of the American Frozen Food Institute (AFFI), 1 appreciate the
opportunity to submit comments for the record regarding the Senate Subcommitiee on
Internationa! Trade's May 15, 1997, hearing on U.S. Customs Service oversight issues. In that
regard, AFF1 would like to express its opposition lo a U.S. Customs Service (Customs) proposal
to require front panel country of origin marking for frozen produce with imported content. The
Customs proposal arbitrarily singles out the {rozen produce industry for regulation that does not
apply, nor has it been proposed (o apply, to any other category of imported products, thereby
overturning nore than 60 years of Customs Service statutory interpretation. More importantly,
the Customs proposal will have significant ramifications on the international trade of frozen fruits
and vegetables

As you may know, AFFI is the national trade association representing manufacturers and
processors of frozen food products, as well as their marketers and suppliers. AFFI’s 550 member
companies account for more than 90 percent of the total annual production of frozen food in the
United States, valued at approximately $60 billion.

AFFI's membership includes small and large U.S. frozen food manufacturers and exporters that
use imported ingredients in their products. AFFI members are directly affected by country of
origin marking requirements and have an interest in ensuring that any changes in these rules do
not have disruptive effects on the markeling of their products, either internationally or
domestically, or impose unnecessary compliance costs and burdens on the U.S. frozen food

industry.

On July 23, 1996, the U.S. Customs Service published a proposed rule to require front panel
country of origin marking for frozen fi ruits and vegetables with imported content. The comment
period closed on September 23, 1996. More than 400 comments were submitted to Customs
during the comment period, only one of which supported the Customs proposal. Despite the
overwhelming oppositien to the proposed rule, Customs has yet to withdraw it. AFFI is strongly

opposed to the proposal end belicves it should be withdrawn immediately.

At issue in this rulemaking proceeding is whether Section 304 of the Tariff Act is fulfilled only
if the country of origin :aarking is located on the front, or principal display, panel of frozen
produce packages. AFFI does not believe the front panel is the only "conspicuous” place on
packages of imported frozen produce for country of origin marking purposes. AFFI believes the
plain meaning of the relevant language in Section 304 illustrates this. Section 304 does not
require that the country of origin must appear in the most conspicuous place, nor coes it require
that the marking be as conspicuous as the article or container will permit. Congress chose
different, and less restrictive, words to express the conspicuous place requirement than it chose
to express the other three requirements, i.e., the requirements that the marking be as legible,
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indelible, and permanent as the nature of the article or container will permit in such manner as
to indicate the country of origin to the ultimate purchaser.

AFFl is concemed about the international trade ramifications of the Customs proposal. The
United Stales must ensure that country of origin marking requirements are not allowed to be
misused as non-tariff Garriers to trade or as anti-competitive measures. Discriminatory and
unduly burdensome marking requirements, such as those contemplated by Customs, are a well-
recognized non-tariff trade barrier and must be avoided.

Our North American Free Trade Agreement (NAFTA) partners have objected to the Customs
proposal on the grounds that it violates Annex 311 of NAFTA. The objections raised by
representatives of Canada and Mexico include the fact that Annex 311 provides that the NAFTA
Parties "shall accept any reasonable method of marking"” for a good of another party; requires that
each Party accept a country of origin marking that is "conspicuous, legible and sufficiently
permanent™; defines the term "conspicuous™ as "capable of being easily seen with normat handling
of the good or container”; and requires that the Parties minimize the difficulties, costs and
inconveniences that the adoption or application of marking measures may cause to the commerce
and industry of the other parties. Clearly, the pending Customs proposal does not satisfy these
requirements.

In addition, the Uruguay Round of the General Agreement on Tariffs and Trade prohibits use
of country of origin marking requirements as non-tariff barriers to trade. Imposition of the
marking requirements contemplated in the Customs proposal could trigger retaliatory actions by
U.S. trading partners and impede exports of U.S. agricultural products generally, including frozen
foods.

Moreover, the Customs proposal is inconsistent with the Clinton Administration’s established
regulatory policies because it is unjustified by either a compelling public need or an appropriate
cost-benefit analysis. As you know, an agency is obligated to regulate only when necessary and
to the extent necessary to effectuate the intent of Congress. Consistent with established
Administration policy and sound regulatory practice, AFF] believes this rulemaking procedure
should be terminated immediately.

Customs states in its notice that the proposed regulatory action is necessary to address that which
Customs alleges constitute instances in which markings on frozen produce packages are not
sufficiently conspicuous. It is important to note, however, that Customs has made no effort to
address the alleged problem through non-regulatory alternatives. Customs also fails to establish
that its existing regulatory, enforcement and administrative authority is insufficient to address any
compliance problems which may exist. Customs should be encouraged to enforce the current
regulation on a case-by-case basis, if necessary, instead of promulgating a new layer of federal
regulation.

The Customs proposal cites a proceeding under Section 516 of the Tariff Act of 1930, as
amended, as the justification for proceeding with a proposed rule. However, no Sectiofi 516
petition currently is pending before the Customs Service; therefore, there no longer is a basis for
considering the action proposed by Customs. In light of this fact, AFFI questions whether
pursuing such a rulemaking procedure is the most effective use of Customs® limited resources.

The proposed rule is unnecessary, discriminatory, arbitrary and capricious. It would impose
needless and substantial relabeling costs on the frozen produce industry without providing a
corresponding benefit to consumers. Frozen fruits and vegetables with imported content already
are required to be marked with their country of origin; this marking typically is located near the
information consumers want most, the nutrition and ingredient information, which Congress
determined several years ago, in the context of the Nutrition Labeling and Education Act
(NLEA), to be of vital importance, yet it is required by law to appear on the back panel of
packages of these products.



As you know, as a result of the NLEA, food conpanies recently completed a total redesign of
their packaging. A survey of AFFI member companies revealed that companies estimate
compliance costs could range from $15,000 to more than $1 million per company for a one-year
period for yet another change in labeling requirements.

AFFI also commissioned a telephone survey by Opinion Research Corporation (ORC) which
involved a national probability sample of 1014 adults 18 years of age or older, all of whom were
living in private U.S. households. Of the total sample, 656 indicated they had purchased frozen
fruits and/or vegetables in the previous three months. The latter group of respondents were asked
a variety of questions, including the following: "What are the main things that influence which -
frozen fruits or frozen vegetables you purchase? Only one respondent out of the 656 — less than
one percent - cited the country where a product is from as an important factor in his or her
purchasing decision. ’

The ORC survey results reaffirm the results of a previo:3 U.S. Food and Drug Administration
survey with regard to the importance of country of origin information to consumers. In 1978,
FDA sponsored a Consumer Food Labeling £ urvey. Respondents were asked, "What information,
if any, printed on food packages and cans do you pay particular attention to or find helpful in
any way?" Forty one percent of the respondents named ingredient information, 22 percent named
nutritional information, and 18 percent named size/quantity information. Less than one percent

named country of origin information.

The frozen produce industry should not be singled out for oncrous marking requirements not
applied to any other product category either within or outside the food industry. The Customs
proposal arbitrarily and capriciously discriminates against the frozen produce industry by
imposing a new "most conspicuous place” requirement and a new "consistent place” requirement,
neither of which is provided for by statute, and neither of which Customs has ever imposed on
any other class of products. The proposal would require virtually every producer and packer of
foreign-origin produce to redesign its labels, regardless of the degree of conspicuousness of the
country of origin marking that already appears on such labels.

AFFI does not believe there are legitimate reasons to single out frozen produce products for
additional country of origin marking requirements. Any such regulation would be arbitrary and
capricious and could raise the expectation that Customs would promulgate similar regulations for
other classes of imported goods, particularly other products packaged and offered to the ultimate
purchaser in cardboard boxes and plastic bags.

Thank you for this opportunity to express the concemns of the members of the American Frozen
Food Institute. Please do not hesitate to contact me j ave any questions or if I may provide
you with additional information.

Steven C. Anderson
President and Chief Executive Officer
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Statement of Russell L._Hanlin

President
Sunkist Growers

International Trade Subcommittee
Senate Finance Committee

May 15, 1997

Chairman Grassley, Members of the Committee, [ am Russ Hanlin, President of
Sunkist Growers, a non-profit farmer-owned marketing cooperative for 6,500 citrus
farmers in California and Arizona.

I would like to begin by thanking the Committee for holding this hearing on the
subject of market access issues for American agricultural exports. This is a critically
important matter that greatly affects our industry both today and, perhaps more
importantly, in the future.

As a non-profit, grower-owned cooperative, Sunkist Growers is 104 years old and
has been exporting fresh citrus fruit - notably oranges, lemons and grapefruit - grown by
its farmer-members into foreign markets since 1893. I think you can conclude, therefore,
that we have some experience in foreign market access and the many difficulties of
competing in export markets around the world. Today, Sunkist Growers produce
approximately 65 percent of the citrus grown in California and Arizona. Our cooperative
enjoys a long history of dedicated effort to create and expand markets around the world
for our U.S.-grown fruit, Sunkist exports today account for 45 percent of our growers’
annual fresh fruit sales.

International trade is extremely difficult. For example, eighteen (18) countries
export fresh citrus. There exists in the world marketplace intense competition.

EUROPE - Some countries establish GATT illegal preferential trade arrangements
with others. Europe was a major export market for California-Arizona citrus fruit through
the 1960s. In those days, the European Economic Community, as it was then-identified,
received about one-third of our exports, upwards of 8 million cartons of fresh citrus fruit
per year. Then the EEC initiated a discriminatory tariff preference scheme under which
they gave preferred Mediterranean basin countries, notably Morocco and Israel, up to an
80 percent discount from the common external tariff applied to citrus, all the while
imposing a 20 percent duty on our U.S.-grown fruit. Spain and Portugal, both major citrus
producers, then gained entry into the European Common Market and were given the
competitive advantage of zero tariff on their citrus products. Despite a successful ruling in
our favor by the GATT and unanimous support in a Sense of the Senate Resolution calling
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for intervention to demand equitable treatment of our products in Europe, no relief was
forthcoming.  Ultimately the combination of increased competitive volumes of now
stimulated Mediterranean production and the discriminatory tariff burden forced our
products out of Europe.

Recognizing its inability or unwillingness to press the case of our unfair treatment
to the point of a trade war with European allies, our government instead offered to
provide some limited help to us to compete in very dificult markets. This help came in
the form of a program managed by the USDA called Targeted Export Assistance (TEA).
This was the precursor to what is today called the Market Access Program (MAP) an
extremely helpful and effective program enabling agricultural exporters, like Sunkist, to
compete in very inequitable and difficult foreign markets. Because of this help, we have
been able to successfully redirect our export marketing efforts to the Pacific Rim.

CHINA - The U.S. citrus industry has been seeking market access to China for a
considerable period of time. Under a 1992 US-PRC Market Access Memorandum of
Understanding, China agreed to resolve problems related to citrus trade within one year.
Now five years later, officials of the U.S. Department of Agriculture and the Office of the
U.S. Trade Representative have been meeting with counterparts from the government of
the People’s Republic of China to discuss and negotiate terms and conditions of
agricultural trade, including citrus, compatible with obligations of country membership in
the World Trade Organization (WTO). In short, we expect China, as a prospective WTO
member, to fully adhere to the norms, standards and protocols internationally recognized
by the world’s trading nations including deference to sound science in all sanitary and
phytosanitary requirements.

Of primary concern to the U.S. citrus industry, including Sunkist Growers, in these
accession negotiations is full acceptance and implementation by China of the WTO
Agreements on the Application of Sanitary and Phytosanitary Measures, on Technical
Barriers to Trade and on Import Licensing Measures.

The PRC has maintained a quarantine against the importation of fresh oranges, lemons and
grapefruit from the U.S. under auspices of concern about Mediterranean fruit fly. This
prohibition continues despite the successful isolation of and eradication of the pest in
California following an outbreak in the early 1980s, some seventeen years 2go. Other
trading partners, notably Japan, Korea, Australia and New Zealand - all citrus producing
countries themselves - recognize and subscribe to the success of our eradication program
and readily accept importation of our fresh citrus into their markets. The standards
adhered to by the WTO and other international organizations demand sound scientific
evidence as a foundation for sanitary and phytosanitary policies, including quarantines. To
date, that evidence demonstrates the U.S. is free of Mediterranean fruit fly.

In December 1995, China sent phytosanitary inspectors to conduct on-site evatuation of
U.S. citrus-production areas in four states - California, Arizona, Texas and Florida.
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Following further discussions in 1996, the U.S. addressed all of China’s phytosanitary
concerns with detailed scientific data and presented a proposed export protocol.

Despite this exhaustive effort, the Chinese continue to resist market opening agreements.
They continue to hide behind alleged phytosanitary concerns that have now become simply
trade barriers. In addition to these phytosanitary barriers that deny market access to
American citrus fruit, the Chinese are likely to impose onerous tariffs and taxes that will
burden our products with additional cost to market of nearly 70 percent!  Such a tariff
(52%) and a Value Added Tax (17%) is clearly punitive and designed to preclude
competition. The help of our government in addressing this problem is needed and should
be raised at every opportunity given the $39 billion trade deficit we currently suffer with
China.

Other countries have similar, sometimes unexplainable restrictions. Both Mexico and
Thailand have for some years approved entry for California citrus fruit, where Med fly
outbreaks have occurred periodically, but have quarantined citrus fruit from Arizona
where there has never been a Med fly incident.

With the exception of Canada, all of the countries to which we export California-Arizona
citrus fruit are themselves citrus producers. Their citrus farmers do not want U.S. citrus
fruit competing in their local markets. Market access is gained only after intense efforts by
U.S. government negotiators.

Most markets once gained carry heavy tariff burdens which act as trade restraints. For
example, Japan taxes our navel oranges 40 percent of the landed value. Last year,
Sunkist alone paid the Japanese government over 30 million in tariffs on oranges.
Taiwan’s tariff on oranges is 40 percent ad valorem; Korea’s is 50 percent under a strict
quota for imports and 89 percent outside the quota; Thailand’s is 51 percent ad valorem
tariff. If access to China were available to us today, it would be at a tariff level of 52
percent plus a Value Added Tax (VAT) of 17 percent. Contrast this with a U.S. tariff of
$0.01 per pound, or less than 5 percent on an ad valorem equivalency basis.

Despite these adverse conditions, and thanks in part to the help provided by USDA’s
export promotion programs, Sunkist has, nevertheless, successfully pushed export sales
continually higher over the past nine years from $240 million in 1986/87 to over $340
million this year. The assistance provided by federal export programs combined with
Sunkist’s own matching funds, has made it possible for us to develop and implement
innovative and effective marketing support programs in foreign markets. We concentrated
this effort in four major target markets - Japan, Hong Kong, Singapore and Malaysia.
These markets represent nearly 90 percent of our export sales.

Consistently enforced by advertising, consumers in these markets have adopted the notion
that Sunkist oranges from Arizona and California have a unique and preferred taste
unmatched by oranges from other citrus producing countries. In Hong Kong, 90 percent
of consumers prefer Sunkist oranges over any other oranges. In Singapore, 89 percent
and in Malaysia, 92 percent express this preference for Sunkist brand oranges. These
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extremely high brand awareness and preference levels were built over the years with the
help of these federal programs.

Ten years ago, iniporters in Singapore and Malaysia traditionally switched in July from
Sunkist to Australian oranges because of cheaper prices. But Sunkist’s long term
consumer advertising generated such strong preference for Sunkist by consumers that both
importers and retailers have had to carry Sunkist oranges all year round.

JAPAN has become Sunkist’s largest export market. With USDA help, matched
by Sunkist funds, we have been able to build strong consumer and trade franchises for
.Sunkist citrus by supporting consistent, aggressive media advertising, implementing
innovative promotion programs with hundreds of individual supermarket organizations
representing over 2,000 retail stores. Not only do these programs educate Japanese
consumers about the safe, healthful, high quality and good taste of Sunkist citrus but
stimulate purchase at point of sale - in the supermarket - where most consumers decide
what they are going to buy.

Sunkist brings to market approximately 65 percent of the citrus produced in California and
Arizona. Capitalizing upon the connotation of quality defined by the Sunkist brand, we
have successfully created demand in foreign markets for California and Arizona citrus
fruit, enabling the entire California and Arizona citrus industry to benefit.

Today, 72 percent of Japanese consumers prefer U.S. lemons and 68 percent prefer
California/Arizona oranges. But our success has not come easily. In 1990, despite supply
exceeding demand in the Japanese marketplace, constricted domestic spending, and
burdened with a 40 percent import duty imposed by Japanese government policymakers
on our American citrus products, we were, nevertheless, able to increase our sales from 4
million cartons to 6 million cartons in a two year period.

Why were we successful despite these adverse export conditions? Because Sunkist had -
the funding necessary to execute strong consumer promotion programs. A major
contributing component in this formula for success is the USDA help provided by the
Market Access Program (MAP) and its predecessors, TEA and MPP.

However, successful penetration of the Japanese market is no assurance of future market
share. Protectionist forces in Japan - both in the private agricultural sector and within the
Japanese government - constantly strive to prevent imports like Sunkist citrus from finding
a place in the Japanese market. An environmental group called the Japan Offspring Fund
recently initiated a nationwide advertising effort to dissuade Japanese consumers from
buying American produce. They depicted American farmers as heavy users of pesticides
and American produce as unhealthy and dangerous. They even ran television commercials
using old military film footage of U.S. warplanes spraying agent orange on jungles in
Vietnam during the Vietnam War as evidence of American farmers use of pesticides.
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Naturally, Japanese consumers were alarmed by such “information.” Rather than suffer
plummeting sales and a lost market, Sunkist, with the help of MAP, was able to counter
this effort with consumer education programs about the safe and healthful quality of
American citrus available from Sunkist Growers. We maintained our market in Japan.

Sunkist Growers is proud to have played a pioneering role in trailblazing new export
markets that benefit not only the grower-members of our non-profit cooperative but the
entire U.S. citrus industry. Japan, Hong Kong, Malaysia and Singapore are mature
markets wherein we have enjoyed success. Korea, Indonesia and Thailand are present and
promising markets still under development. China, India and Vietnam are markets of the
future for Sunkist and for American agricultural exports.

To meet the challenges and overcome the myriad of protectionist obstacles confronting us
in the days ahead - onerous tariffs, restrictive quotas, value added taxes, phytosanitary
restrictions, prohibitions and quarantines that are not scientifically founded, impossible
import licensing requirements - all demand the help and partnership of our government if
we are to succeed. Only the U.S. government can secure trade agreements that afford
. American products access to foreign markets under fair, competitive conditions, reciprocal

tariff schedules, and sound, scientifically-based phytosanitary standards. With this support,
we will seize the opportunities and through our hard work continue to export American
products not American jobs, do our part to enrich our nation’s economy, and make a
positive contribution to America’s balance of trade. Without the help and partnership of
our government in international trade, we face a very uncertain future,

O



