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PREPARATIONS FOR THE UPCOMING WTO
MINISTERIAL MEETING

WEDNESDAY, SEPTEMBER 29, 1999

U.S. SENATE,
COMMITTEE ON FINANCE,

Washington, DC.
The hearing was convened, pursuant to notice, at 9:42 a.m., in

room SD-215, Dirksen Senate Office Building, Hon. William V.
Roth, Jr. (chairman of the committee) presiding.

Also present: Senators Grassley, Murkowski, Thompson, Moy-
nihan, Baucus, Conrad, Graham, Kerrey, and Robb.

OPENING STATEMENT OF HON. WILLIAM V. ROTH, JR., A U.S.
SENATOR FROM DELAWARE, CHAIRMAN, COMMITTEE ON FI-
NANCE
The CHAIRMAN. The committee will please be in order.
It is a great privilege to have this distinguished panel here this

morning, and we are looking forward very much to hear what they
have to say on what I think is a most important issue to America's
economic future. That, of course, is international trade.

Exports have driven one-third of the economic growth we have
witnessed in recent years. Trade has raised our standard of living
by making a wider array of higher quality products at lower prices
available to the American consumer.

Jobs linked to export pay, on average, 15 percent higher wages
than other jobs in the economy. Trade has helped contain inflation,
lower interest rates, and make housing more affordable to all
Americans.

But, despite the manifest benefits of international trade, protec-
tionism is once again on the rise in both political parties. As long
as I am Chairman of the Finance Committee, I will fight that
trend. If there was ever a time to call those who believe in free
markets to the ramparts, now is the time.

We have before us an historic opportunity. The world is coming
to Seattle, Washington in late November. There we will launch a
new round of multilateral trade negotiations that will write the
basic rules of the international trading system for the decades to
come. We must seize that opportunity to ensure that the rules are
written in a way that fosters trade, competition, and economic
growth.

In my view, the alternative we face is stark. The alternative is
to cede the streets to the new voices of protectionism, to the voices
of limits and economic decline. Trade wars and bad economic times
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tend to become real wars that sweep us in despite our best inten-
tions.

To avoid that result, we must offer workers in our own society
and abroad the opportunity to make the most of their labor and the
freedom to choose where and how to invest the return from their
wages.

A new round of multilateral negotiations within the WTO pro-
vides an opportunity to do just that. What we need to hear from
the administration today is how they intend to achieve these objec-
tives in Seattle.

We need to hear what tangible progress we can expect from the
Seattle meeting, and what concrete objectives will guide our nego-
tiators in the talks that will follow. We also need our witnesses to
explain how we can best contribute to the process in support of our
farmers, workers, manufacturers, and service providers.

Now, with that, let me say that Senator Moynihan will be here
later, so we will move ahead with the witnesses.

It is my pleasure, now, to call on Ambassador Barshefsky.
STATEMENT OF HON. CHARLENE BARSHEFSKY, U.S. TRADE

REPRESENTATIVE, WASHINGTON, DC
Ambassador BARSHEFSKY. Thank you, Mr. Chairman, very much.

It is a great pleasure to be here before the committee, and it is a
great pleasure to be here with my colleagues, Secretary Daley and
Secretary Glickman. The three of us and our agencies have worked
very, very closely on the agenda that we intend to outline this
morning.

The next 2 months are a vitally important period for our trade
policy. Our negotiations with a number of economies toward WTO
accession are progressing. In November, we will open the WTO's
ministerial conference in Seattle.

This will be the largest trade event ever held in the United
States, bringing heads of government, trade ministers, business ex-
ecutives, and citizen groups to Seattle from all over the world.

It will highlight to the world the U.S. economic achievement and
focus public attention as never before on the role trade plays in the
longest peacetime expansion in American history.

Mr. Chairman and members of the committee, for the past half
century Democratic and Republican administrations have worked
with the Finance Committee and Congress to build a fair, open,
and free international economy.

This work has culminated most recently in the Uruguay Round
in 1994, which created the WTO. In the past five years, the WTO
has fully proven its value to Americans and to the world.

It has helped create jobs and raise living standards. American
exports have risen by nearly $300 billion, contributing to the eco-
nomic growth we have enjoyed, and helping us specialize in high-
skill, high-wage jobs.

It has advanced the rule of law with a strong dispute settlement
system that has helped us significantly improve our enforcement of
trade commitments.

It has given the world a crucial source of economic stability./In
the financial crisis, the respect WTO members have generally
shown for their commitments help prevent a cycle of protection and



retaliation which would hurt us, as the largest exporter of farm
products, manufactured goods, and services in the world, morethan any other country around the globe.

With the ministerial, we have the unique opportunity to build
upon this foundation, to open markets for American workers, busi-
nesses, and farm families, to raise living standards here and
around the world, to complement and support efforts to reduce
hunger, protect the environment, improve the lives of workers, and
promote global financial stability, to take advantage of our leader-
ship in the scientific and technological revolution, and to further
improve the WTO itself.

My written statement lays out our WTO agenda in very substan-
tial detail. I would urge that the committee accept that full testi-
mony in the record. But, if I may summarize, briefly.

Since President Clinton's call for a new global round of trade ne-
gotiations in his State of the Union address, we have worked with
Congress, with members of the committee, and others to develop a
very detailed and ambitious agenda for the round, together with a
timetable that will make sure it yields concrete benefits in a short
period of time.

In general terms, we are working toward domestic and inter-
national consensus on an agenda broad enough to address the mar-
ket access priorities that we have, but also manageable enough to
be completed within three years.

The core of this agenda on the negotiation side, which is only one
aspect of the round, would be market access in agriculture, serv-
ices, and industrial goods-and on the industrial goods side, of
course, I mean tariff and nontariff barriers-balanced by attention
to a number of over-arching issues and institutional reform of the
WTO itself.

We would propose to achieve this in three different ways: (1) con-
crete decisions made by the WTO as we approach Seattle; (2) a 3-
year negotiating round which I will describe more fully; and (3) the
institutional reform aspects.

By the ministerial, we would hope to conclude a number of initia-
tives. This is the first aspect of our three-tiered approach to the
new round.

First, we would hope to conclude a series of global agreements
on the accession of a number of countries to the WTO. As you may
know, we are in the process of negotiating now with 31 countries
for their admission to the WTO.

Many of these countries are former Communist countries. They
are countries which had for many years exhibited command and
control economies, but who either now have moved toward market
reform or intend to move in that direction. I believe that a number
of these global negotiations for accession of these countries will be
completed by Seattle.

Second, we will also seek for Seattle an agreement on trans-
parency in government procurement. This is vital, not only because
it will open a $2 trillion market to our expo t of goods andservices,
but because government procurement is a chief culprit in the brib-
ery and corruption we see globally.

Next, an extension of the stand-still on tariffs applied to elec-
tronic commerce. We hope to achieve some consensus on the accel-



erated tariff liberalization proposal to harmonize or eliminate tar-
iffs in eight industrial sectors.

Looking to the round's negotiating agenda, which is the second
aspect of the round, within the past six months we have tabled pro-
posals at the WTO in Geneva on an enormous array of issues, in-
cluding the sectors and the precise issues the round should ad-
dress. Of course, Mr. Chairman, we have worked closely with the
committee and the committee has all of these documents.

The core of our proposals are market access, making up a pack-
age broad enough to offer concrete benefit to agriculture, manufac-
turing, and services, win support from a wide range of countries,
and give us maximum leverage in areas that will be most politi-
cally difficult from any countries around the world, and that is ag-
riculture.

A brief review of our proposals include the following. In agri-
culture, we seek aggressive reform. We will work to eliminate and
prohibit for the future all export subsidies, a goal I am pleased to
say the APEC countries have now agreed to sign onto, and sub-
stantially reduce trade-distorting domestic supports.

We will work to lower and bind tariffs and improve the adminis-
tration of tariff rate quotas. We will see strength and disciplines
on the operation of state trading enterprises, including, Senator
Conrad, the Canadian Wheat Board.

We will address disciplines to ensure trade in agriculture bio-
technology products is based on a transparent, predictable, and
timely process.

As to services, where American industries are the world's most
innovative and competitive, we will seek to liberalize a broad range
of sectors: distribution, telecom, financial services, audio-visual, en-
vironmental services, the professions, construction, and others.

We will work to ensure that GATT's rules anticipate the develop-
ment of new technologies, which are already creating new services
such as telemedicine and the satellite delivery of entertainment to
the home.

We will seek to prevent discrimination against specific modes of
delivering services. Whether one has a real retail outlet or a virtual
retail outlet should not matter in terms of the disciplines that are
imposed.

We will work to develop an across-the-board method for liberal-
izing services, basic disciplines to ensure transparency and good
governance and regulations across a range of services sectors.

On industrial goods, we will pursue broad negotiations on indus-
trial goods. We will reduce existing tariff disparities using applied
tariff rates as the basis for negotiation. We will seek fully bound
tariff schedules from our trading partners.

We will work to develop new sectoral agreements and increased
participation in existing agreements, like the Global Telecom
Agreement and the Global Financial Services Agreement, as well
as the ITA.

We will also seek zero-for-zero tariff initiatives, including in the
agricultural sector, as well as tariff harmonization. We will, of
course, also address nontariff barriers and other measures affecting
market access.



As these negotiations proceed, we also want to address a number
of over-arching issues. Number one, compliance with existing
agreements. We are working to ensure full compliance with the
agreements made in the Uruguay Round, which also includes coun-
tries meeting the time deadlines set in the Uruguay Round.

The credibility of the trading system and the value of any new
negotiation depends on confidence that WTO members will imple-
ment their commitments. We have done so in time, and in full, and
we expect our trading partners to do the same.

Second, building the 21st century economy. We want to ensure
that the trading system helps us to promote the unimpeded devel-
opment of electronic commerce. We want to ensure that differing
technological advances can be subsumed within basic WTO rules
like transparency, nondiscrimination, national treatment, and the
like.

Third, trade and the environment. We must ensure that trade
liberalization complements and supports our environmental initia-
tives. For example, through an early environmental review of the
round, which the administration is committed to doing, and initia-
tives like liberalizing trade in environmental goods and services, or
eliminating fishery subsidies which have contributed to vast over-
harvesting of fish globally.

Fourth, trade and labor. We must ensure that the WTO contrib-
utes to efforts to improve core labor standards, particularly, but not
exclusively, through closer collaboration with the ILO and other
multilateral institutions.

Last, with respect to the third element of our agenda for the
rourd, we must seek significant institutional reform of the WTO
itself. The principal areas here include maximizing transparency,
opening dispute settlement panels to public observation, the earlier
release of documents, and the enhanced ability for civil society
groups to meet and discuss policy with delegations and staff.

We also wish to create a WTO trade facilitation capability, with
a special focus on global Customs reform. This is particularly im-
portant for our small- and medium-sized business, which have
great difficulty dealing with the red tape many countries impose.

We also must improve, and we will seek to improve, the WTO's
capacity building function. We have to ensure in this round that
developing countries, and in particular the least developed coun-
tries, can fully implement commitments that they make in complex
areas, like intellectual property rights and services, and that they
can take advantage of market access opportunities that are created
by reductions in barriers of many of the major trading partners.

This is very much in our interest, not only because of our general
support of development overseas, but also because growth in less-
developed countries will make them better markets for American
farmers and other exporters.

Mr. Chairman and members of the committee, these are very
ambitious goals. We-have taken a very broad view of what a global
round should cover, far beyond negotiation for market access into
issues like institutional reform, as well as concrete achievements
early on and as the round proceeds.

But we believe these are goals that are achievable. We believe
also they will offer concrete and rapid benefits to the United



States. Taken as a whole, these goals will help us create a world
economy which does more to raise living standards and create jobs
than ever before.

This is the agenda that we have set out. I am very thankful, Mr.
Chairman, to you, to Senator Moynihan, members of the com-
mittee, and in particular to your staffs, with whom we have worked
very, very closely on this as we move forward to Seattle. Thank you
very much.

The CHAIRMAN. Thank you, Ambassador Barshefsky.
Now, Secretary Glickman, please.
[The prepared statement of Ambassador Barshefsky appears in

the appendix.]

STATEMENT OF HON. DAN GLICKMAN, SECRETARY OF
AGRICULTURE, WASHINGTON, DC

Secretary GLICKMAN. Thank you very much, Senators Roth, Moy.-
nihan, and the rest of the Senators. I am honored to be here. I will
try to summarize as quickly as I can.

These are very difficult times for farmers and ranchers, both
here in the United States and around the world. We have had
nearly four straight years of worldwide record crop production. We
have not seen that since the second World War. Financial problems
in Asia, Russia, and other places have contributed to quite de-
pressed commodity prices.

So, in many parts of the country, the economy is doing better
than in two or three generations, but in farm country it is a much
more mixed economic message right now.

In some cases, prices have fallen to 30-year lows. The anguish
and doubt among farmers in the U.S. is as great as any time since
the 18 years I served in Congress, as well as the time in this job.
I know that everybody on your panel faces the same problems.

-The key lesson from the last 4 years is the critical significance
of trade to the farm economy. Although boosting exports will not
happen overnight, the fact is, agriculture is more reliant on exports
than any other sector of the American economy. That reliance is
projected to grow as the world's population grows.

As the result of the world stumbled, we saw that agriculture
stumbled as well. In late 1997 and 1998, when 40 percent of the
economies in the rest of the world stumbled badly and they stopped
or reduced their purchases of U.S. products, that is really when the
price decline for American farmers was hit.

As a result, the USDA is forecasting this year's exports to be less
than it was 3 years ago, although we do show a slight increase in
U.S. agricultural exports in fiscal year 2000 to about $50 billion.

In terms of the agenda for agriculture, we would put up, I would
say, five or six major things. Number one, the elimination of export
subsidies, which make for unfair trading practices and depressed
world commodity prices.

Right now, we believe the EU is responsible, according to our
records and OECD records, for 80 percent of the world's total sub-
sidies. The U.S. is at a figure substantially less than 10 percent of
that number. So, that is a very significant thing and that is the
number one priority.



Number two, is further reduction of worldwide tariffs. Our fig-
ures from our Foreign Agricultural Service, led by Mr. Schumacher
and Mr. Galvin who are behind me, shows that the average mem-
ber WTO tariff for agriculture in the world is 50 percent, the U.S.
average is 8 percent.

So it shows you that we are substantially lower in tariffs than
the rest of the world. That reduction in worldwide tariffs needs to
be replicated by other countries.

Number three, is the expansion of market access under tariff
rate quotas. Number four, is developing disciplines on state trading
enterprises so that their operations do not support trade, enter-
prises like the Canadian Wheat Board.

Number five, the facilitation of trade and products of bio-
technology, particularly with the European Union. Number six, op-
posing the opening of the sanitary and phyto-sanitary agreement to
ensure the continued effectiveness of the rules government SPS
measures so that regulations are based on scientific data and anal-
ysis and that nations cannot mask protectionism behind invali-
dated, secretive studies.

Since we first outlined these goals, USDA has gone out and held
12 listening sessions, along with USTR, around the country, hear-
ing from several hundred farmers, ranchers, and just, people inter-
ested in the subject in all parts of this country, developing sound
U.S. agricultural trade policy for the next round. I commend the
folks around the country who attended these hearings in unprece-
dented numbers.

As we deal with our negotiating strategy, we are also consulting
with other countries. In August, I traveled to Argentina to attend
the Cairns Group meeting in Buenos Aires. Tomorrow, I will be
meeting with the agricultural ministers of Canada, the EU, Aus-
tralia, and Japan as part of the Quint Group in Montreal to ex-
change ideas and perspectives on the next round.

While we have many allies in our quest for freer and fairer world
agricultural trade, there is, of course, considerable opposition.
There are powerful voices who see agricultural trade not as a win-
win situation, but as a zero-sum game where the exporter wins and
the importer loses. We believe that is a short-sided approach.

I will not talk about specific countries, except to mention that a
sound agreement with China will open Chinese agricultural mar-
kets to U.S. exporters, and that is something that obviously we are
watching closely, because the principles of the WTO-transparency,
fair trade practices, and the rule of law-are those we hope to ad-
vance in China, and worldwide.

I would also mention Russia for a moment. Russia was a major
importer of U.S. agricultural products through the 1990's. They
were the largest purchaser of U.S. poultry. Russia is basically, be-
cause of their economic situation, substantially out of the market.
That is another reason why these exports have fallen so dramati-
cally. -

Just late last week, I received an official request from the Gov-
ernment of Russia for significant additional food assistance, which
we are currently evaluating right now. But the fact is, because of
the weakness of the Russian economy, that's been another reason
why our agricultural exports have been down.



I would like to focus on the EU for a moment, however. Our
trade relationship with the EU illustrates the need for the agricul-
tural reforms that I mentioned before. Earlier this year in its Agen-
da 2000 proposal, the EU retreated from fundamental reform of its
domestic agricultural policies. By the way, about half their budget
in the EU is agricultural subsidies.

These policies have invariably led to the continued use of export
subsidies and domestic support programs that distort world prices
and agricultural trade. What they do, is they, frankly, provide such
assistance to their producers that they are required to subsidize
their exports, because there is no other way to move the product.
This, of course, not only affects us, but it affects a lot of Third
World and developing countries who cannot possibly compete with
farm products at those subsidized prices.

The Cairns Group has joined us in calling for the elimination of
these export subsidies. The EU has yet to comply with WTO rul-
ings on lifting the ban on imports of U.S. beef from hormone-treat-
ed cattle, and on its banana import regime. It is important for the
integrity of the system that all WTO members, including the EU,
honor their international obligations.

In biotechnology, the EU's slow pace and decision and failure to
develop a consistent science-based approval process has disrupted
trade, and quite frankly, threatens to constrain innovation in one
of the most promising new technologies for ensuring future global
food security.

This is a subject that is receiving a lot of high-priority attention,
certainly, in the administration. But the fact is, this issue of failure
to approve products, failures based on non-science factors, this
threatens to be a very dominating issue in the next WTO round.

It is something that could produce trade chaos, thwart progress
for agricultural issues the next round, and could conceivably
thwart progress in the entire WTO as well. It is something that we
hope we can get some movement on.

I think everyone in this room knows the importance of trade to
U.S. agriculture. In the recent past, we have been sobered by a
global financial crisis that has devastated many of the emerging
Asian economies, as well as impacted Japan and softened demand
in Russia.

While we are seeing some strengthening in the Asian economies,
we continue to face global over-supply of' many commodities. This
is not necessarily a long-term theme, but it is certainly one that
is affecting us right now. That global over-supply has sent prices
plunging to their lowest levels in 10 years.

In the process, I think we have learned that our farmers cannot
rely entirely on trade as their only safety net. The fact is, the safe-
ty net is both international trade, as well as a sound domestic farm
safety net as well, as well as one that protects them from natural
disasters. But we must continue our efforts to reform world agricul-
tural trade so that farmers have new, more open markets, and a
level playing field.

I thank you very much, Mr. Chairman.
The CHAIRMAN. Thank you, Secretary Glickman.
Now it is a pleasure to hear from Secretary Daley.



[The prepared statement of Secretary Glickman appears in the
appendix.]

STATEMENT OF HON. WILLIAM M. DALEY, SECRETARY OF
COMMERCE, WASHINGTON, DC

Secretary DALEY. Thank you very much, Mr. Chairman and
members of the committee. I thank you for the opportunity also to
join my colleagues and discuss the Seattle ministerial and the new
round that will be kicked off in late November.

While agriculture is obviously central to the new round, we must
also address the fact that our manufacturers still do not face a
level playing field and our service industries have barriers restrict-
ing their competitiveness.

I strongly agree with Ambassador Barshefsky that compliance
and enforcement of our existing agreements is our first priority. We
will not tolerate weakening of existing agreements or stepping back
from commitments -wade.

A number of couniies are suggesting that the antidumping
agreement should be reopened. This includes, in particular, a coun-
try with a huge and continuous trade surplus and which ranks
amongst the major dumping countries of the world.

Perhaps what is needed is thought given to whether or not there
will need to be special rules covering any country that runs a pe-
rennial surplus. We should not reopen the antidumping or subsidy
agreements, and we have already told this to our trading partners.

Over the years, our administration of laws has proven effective
in addressing unfair trade practices against a wide array of goods.
We have worked hard to ensure U.S. farms and workers have
strong remedies available to combat unfair competition.

Last year, the steel industry was beset by a record flood of steel
imports. Overall, steel imports in 1998 were 33 percent higher than
1997, and we responded effectively to these surges.

We have made a centerpiece of our program the strong enforce-
ment of unfair trade laws in a WTO-consistent manner. Since last
fall, we have been conducting more than 60 antidumping and coun-
tervailing duty investigations on steel products alone. They have
had a significant impact on the import surge.

While our laws are effective in addressing unfair trade, I want
to emphasize that they are not impediments to legitimate trade.
Some trading partners have said the enforcement of our laws is a
serious barrier to doing business with the United States. Let me
put that myth to rest.

In 1998, total U.S. imports were $897 billion. Only about $4 bil-
lion of those were covered by antidumping duty orders. So, less
than one-half of 1 percent of our worldwide imports were covered.
No question about it, we, the United States, continue to be the
most open market in the world.

Exaggerating the impact of antidumping actions, as some have
done, makes it easier for them to argue for negotiations on a WTO
antidumping agreement in the new round. We reject that idea. So
far, the agreement has worked well, which is reflected in the few
dispute settlement proceedings in this area.

What we need is a strong effort to ensure effective implementa-
tion of the existing agreement. This is especially important, be-
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cause many companies are still putting in place antidumping laws
and implementing regulations.

With this much work yet to be done, the WTO should focus on
proper implementation of the rules which we have, not negotiations
of wholly new ones. Nor do we want negotiations on trading com-
petition in the new round, which some view as a way to amend
antidumping laws.

Eight years of tough negotiations on antidumping and subsidies
agreements during the Uruguay Round resulted in strong meas-
ures. We do not want to see those reversed in the new round.

Speaking of compliance, I want to stress it is also very important
that all countries implement their intellectual property commit-
ments, the TRIPS agreement, by the end of this year.

Now, let me add to what Ambassador Barshefsky stated as far
as our new negotiating goals. The fact is, many countries still have
tariffs several times larger than ours, so one of our key goals is
completing the accelerated tariff liberalization initiative by the
time of the Seattle meeting.

These eight sectors account for $198 billion of U.S. exports, 29
percent of all merchandise exports, which we estimate support
about $2.2 million jobs. We have proposed that the initiative be im-
plemented on an interim basis pending final conclusion of all new
round issues, including agriculture. This would guarantee it would
fully support our agricultural goals in the new round.

This initiative is good for all countries, not just us. For example,
the European Union, which is resisting this, would benefit even
more than we would. A recent Commerce Department study shows
it would affect 31 percent of the EU's foreign exports, compared to
about 29 percent of the United States' exports.

Also, we're pressing for agreement on lower tariffs and informa-
tion technology products, the Information Technology Agreement
II. We would like to extend the current moratorium on tariffs on
e-commerce, and then work to make it permanent.

Last year, our services exports were $246 billion, with a trade
surplus of about $83 billion. Yet, few services commitments were
made in the Uruguay Round. We must not overlook small business.

Ninety-six percent of all U.S. exporters are small-and medium-
sized firms. They tell us one of their most important needs is to
simplify and expedite Customs clearances. As e-commerce grows,
the cost of transacting small amounts of trade will become even
more important.

Mr. Chairman, I also believe important steps are needed to de-
velop a consensus for trade as we move towards Seattle, and even
more importantly, beyond.

Earlier this year, we launched a National Trade Education tour,
along with the President's Export Council, the Business Round
Table, and the Chamber of Commerce, to help Americans under-
stand the role that trade plays in their daily lives.

To be frank with you, this has not been an easy sell, as you
know. Many people see only layoffs, they don't see the payoffs, of
this open trading system. They believe that trade rules are made
in secret, giving workers and the general public no voice in the
process.



The WTO process must be made more transparent and more hu-
mane. People outside Washington must be able to see that global
trade does work for them. It is time to move forward on a work
program of the WTO which addresses trade and labor issues. We
also support closer cooperation between the WTO and the ILO.

I am pleased that the President's Export Council wrote the Presi-
dent last week saying, "The development of the global trading sys-
tem must proceed in parallel with efforts to ensure respect for core
labor standards and its results must include benefits for working
people in all nations." I think the PEC has made a tremendous con-
tribution, and I would like to include their letter as part of the
hearing record, Mr. Chairman.

The CHAIRMAN. Without objection.
[The letter appears in the appendix.]
Secretary DALEY. By the way, last week, for the First time, the

President's Export Council, since it was created in the early 1960's,
held its meeting here on Capitol Hill. I hope that they institute this
as an annual event. It was very successful, including several mem-
bers who participated, including Senator Baucus.

We must also be able to show that trade supports high environ-
mental standards. Let me just single out, quickly, two goals that
we at Commerce are seeking.

Worldwide elimination of trade distorting and environmentally
harmful fish subsidies, and liberalization of trade of environmental
goods and services. Over 60 percent of the world's fisheries are de-

leted or over-exploited, yet governments subsidize this sector by
14 to $20 billion annually.
Like the fisheries case, eliminating tariffs on environmental tech-

nologies and liberalization of environmental services will both help
environmental protection and economic growth.

So, Mr. Chairman, we see significant goals for a new round that
will benefit not only U.S. companies, but U.S. working men and
women. Working with the Congress, we look forward to achieving
these goals.

Thank you, Mr. Chairman, and members of the committee.
[The prepared statement of Secretary Daley appears in the ap-

pendix.]
The CHAIRMAN. Thank you, Secretary Daley.
I have to say that I continue to be deeply concerned that we have

not articulated in clear terms what we need to see come out of Se-
attle.

What have we done to make clear to our trading partners that
we need to see concrete progress on market access, particularly ag-
riculture-I cannot stress that too much-as well as significant im-
provement in the WTO dispute settlement machinery? We have to
do this in order to maintain and strengthen public support for
trade.

Ambassador BARSHEFSKY. If I might respond, Mr. Chairman. I
think the agenda that we have set out this morning is about as
concrete as you can make an agenda for global talks, both on the
negotiating side, as well as on the issues of institutional reform,
the over-arching issues, as well as agreements at Seattle.

With respect to the process we are following, first, we have ta-
bled a variety of very specific papers in Geneva, which the com-



mittee has, which go through in great detail, as does my testimony,
very specific goals we wish to achieve.

We are working in Geneva, as well as in individual country cap-
itals, in order to persuade countries that the vision that we have
for this round is also the vision they should adopt.

Second, we are using all of our subregional and regional forums
in order to galvanize support for the agenda the U.S. wishes to see.
At APEC, we have 20 countries agreeing to a 3-year round, agree-
ing to the notions of transparency in government procurement,
greater transparency in the WTO, significantly agreeing that all
agricultural export subsidies must be completely eliminated, and
various other features.

Similarly, we are working with our Free Trade Area of the Amer-
icas partners in our hemisphere, as well as with the Europeans in
various forums to also persuade them that our vision is a vision
they should adopt.

Of course, bilaterally, much of my office, which tends to be on
travel a lot of the time, is traveling to very specific countries-in-
deed, I am hoping to catch Senator Moynihan's ear at some point
this week on the question of India, where we could use some expert
advice-traveling to many, many capitals individually, one by one,
step by step, to achieve their support for the kind of agenda we
seek.

Many countries have made proposals in Geneva. There are 150-
plus proposals on the table. Those are being sifted through. We
would like to be able to come back to the committee as we see, po-
tentially, additional areas for inclusion, things that we could adopt
in order to accommodate other countries' desires. But that process,
that is, sifting through these 150-plus papers, is still ongoing.

The CHAIRMAN. You mentioned subregional groups. I read, as a
_matter of fact, in today's Washington Post that Fred Bergsten, with

the Institute for International Economics, says that, "Trade liberal-
ization is dead in the water."

Bergsten suggests that we should sidestep what he calls a "stale-
mate within WTO by initiating Free Trade Area negotiations with-
in the so-called Pacific Five," which includes the United States,
Australia, New Zealand, Singapore, and Chile.

Now, we did this once before. We started the U.S.-Canada Free
Trade Agreement as a way of putting pressure on our GATT trad-
ing partners to move ahead on a multilateral basis. I believe the
President has said that he supports such an initiative. Could we
use a negotiation with the P-5 to help move things along in the
WTO?

Ambassador BARSHEFSKY. Let me say that I do not want to com-
ment on any particular agreement or arrangement with any indi-
vidual country or group of countries. I do think that it will be im-
portant for the United States to demonstrate quite clearly that it
can, and intends, and has, moved forward with respect to trade lib-
eralization. There may be many ways to accomplish that aim.

I do take issue with the notion that trade liberalization is dead.
I think that that is rather preposterous, to be frank. If one looks
at the record of the administration, a global telecommunications
deal, a global financial services deal, the ITA-



Senator MOYNIHAN. Ambassador, could I just make a nautical
reference?

Ambassador BARSHEFSKY. Yes, please.
Senator MOYNIHAN. Dead in the water simply means your en-

gines have been turned off. [Laughter.]
Ambassador BARSHEFSKY. I do not agree with that notion, either.

Then again, I am not a sailor.
But I do think that trade liberalization,, particularly those three

agreements, which in dollar terms far exceed the totality of the
Uruguay Round, has demonstrated a continuing U.S. push toward
open markets. That has been, I think, the hallmark of this admin-
istration, working with the Congress. I think we have successfully
accomplished that aim.

I do not think that the WTO should be in any way sidestepped.
The President was very insistent on calling for a new round, and
very, very insistent on hosting it in the United States to dem-
onstrate a firm U.S. commitment to the multilateral system, and
a firm U.S. commitment toward increasingly open markets.

Ambassador BARSHEFSKY. Let me go back a moment to agri-
culture. Let me go back to our strategy for achieving our objectives
in agriculture. There is no question in my mind, there is no area
of activity as far as trade is concerned that is more important than
providing access to markets for our agricultural products which we
produce with such effectiveness and efficiency.

How do you propose to move the Europeans on the changes that
we need to see in their common agricultural policy? About the only
thing I hear about is, well, it is going to cost them so much if they
add new countries to EU, common agriculture policy will fall of its
own weight. I do not think we can wait for that to happen.

I remember years ago being with Lloyd Bentsen in Paris, talking
to the president of that great country, Mitterand. Everybody was
stressing then how critically important that something be done to
open the European markets to common agricultural products, it
just could not continue. But here we are, still strong and healthy
as a program.

How are we going to make any progress in this area? We need
agriculture to support liberal trade policies, and somehow we have
got to meet their needs.

Secretary GLICKMAN. Senator, if I may comment. First of all, one,
is enforcing our rights under the WTO, which Charlene and her
team have done aggressively, is extremely important. They have
got to know that we are willing to go to the mat when they violate
world trade agreements, as we have done with beef hormones, ba-
nanas, and other issues. Now, that has rankled a lot of feathers,
but the fact is, we have shown our will to fight unfair practices
where they occur.

Second of all, we have a whole group of nations in this world that
have joined with us, and the primary goal is to reduce these sub-
sidies. The Cairns Group, which is Australia, Argentina-

Ambassador BARSHEFSKY. Canada.
Secretary GLICKMAN. Canada, Brazil, South Africa. There is a

huge group of countries that have banded together, and their prime
goal is to get rid of EU subsidies. It is not just us, it is big chunks
of the world.



Charlene mentioned the regional strategy. We are working very
aggressively on the sub-Saharan African group of countries who are
directly damaged by the subsidization of agricultural exports in the
EU because those products come out at below cost of production,
below market prices, so they cannot produce the products and be
competitive in other parts of the world. They are beginning to rec-
ognize that. I attribute a lot of the success to the work at our For-
eign Agricultural Service, who have been working on these parts of
the world.

The fourth thing, I do think, is this: it is not as if the EU is our
enemy. When you consider all the nations together, they are the
largest agricultural trading partner, so to speak, of the United
States. Japan is the largest single country, but the EU, together,
is a large group of countries working with us.

So we are both trying to appropriately isolate them with respect
to other countries in the world. I am not sure that is the best ter-
minology. That is not why I am not Secretary of State, so I can use
that kind of language. [Laughter.] But appropriately isolate them,
as well as working with them.

There are voices of reason within the EU. They understand that
the costs of their programs are not going to be tolerated, and even
though the Agenda 2000 did not go nearly as far as I would have
liked to see, at least there was the recognition that they cannot
continue these expensive programs forever.

It is just a constant, persistent effort. With Charlene's leader-
ship, we have been able to develop a lot of countries in the world
working with us to try to do these things.

Ambassador BARSHEFSKY. Mr. Chairman, if I just might add, the
APEC countries, those 20 countries, saying as a critical objective
the absolute elimination of export subsidies, is something we were
not able to achieve before the Uruguay Round.

In addition to Africa, where, as Dan is saying, the Foreign Agri-
cultural Service is doing just an incredible job because these coun-
tries are directly damaged by EU policies, we are also working with
Latin America. You have key Latin America countries-Chile, Ar-
gentina, Brazil-that are part of the Cairns Group which wants to
see radical reform in agriculture.

In the FTAA process, we are working very diligently with Com-
merce and ynith USDA to bring on board the region, largely the re-
gion, on the notion that agricultural export subsidies and other ag-
ricultural reform must be undertaken.

So if you look around the world, Africa, Asia, Latin America, the
United States, working with the Cairns Group, this is a coalition
we have never, ever before had.

It is very focused on heavy subsidizers or what many would con-
sider abusers of the current system, and that would be Europe,
Korea, Japan, and several other countries. There will be tremen-
dous international pressure, in a coordinated fashion, as never be-
fore. That does not ensure or guarantee succesL', but we are rather
a large step ahead of where we were before the Uruguay Round
was inaugurated.

The CHAIRMAN. Well, I hear you. But I have to tell you, I con-
tinue to be concerned. I have seen-how Europe, in particular, and
Japan, stand firm. They, in effect, refuse to negotiate. If they were



in labor negotiations in this country, it would be said they did not
negotiate in good faith.

It has got to be cracked. Somehow, we have got to make progress
if we are going to maintain the kind of support we need in this
country. I cannot stress that too much.

Let me ask this question. It is important, I think, as we march
towards the ministerial in Seattle that we avoid any division in the
ranks, particularly between the agriculture and business sectors
that really have provided the foot soldiers for our open trade policy.

In practical terms, how can we maintain the maximum negoti-
ating leverage possible, while still permitting early liberalization
on industrial goods like wood and paper, as promised at the end
of the Uruguay Round?

Ambassador BARSHEFSKY. As Bill Daley said in his statement,
and I just touched on it very briefly

The CHAIRMAN. Let me say, your full statements, by the way,
will be included as if read.

Ambassador BARSHEFSKY. As he indicated and as I touched on,
I think what you are referring to is the notion of accelerated tariff
liberalization, particularly on the industrial product side.

We have worked very closely with the industries affected and in-
terested in that, and with the agricultural community, and I think
we have come up with a very good approach to ensure that, on the
one hand, accelerated liberalization can occur, but on the other
hand, critical leverage is maintained for conclusion of agricultural
negotiations and services negotiations.

That is, and this was agreed to by the 20 APEC countries, that
we could conclude the accelerated tariff liberalization on a provi-
sional basis, implemented only provisionally, and no final binding,
that is, no final commitment, to implement until agriculture, serv-
ices, and other negotiating items are fully complete.

So it is actually a little bit of an impetus toward completion of
the other negotiations, while not reducing our leverage in order to
successfully complete those other negotiations.

The APEC countries which had identified this very issue as a
problem were very comfortable with this approach. We had una-
nimity on this notion. We will be pursuing this kind of approach
in Geneva. Not just potentially with respect to these accelerated
sectors that had emerged from APEC, but there may be other sec-
toral tariff reductions we would like to see undertaken, at least
provisionally, as the round progresses. An approach like this would
help us to do that.

The CHAIRMAN. Senator Moynihan?
Senator MOYNIHAN. Mr. Chairman, it is rare for me to take any

exception to what you have said. But you remarked just a moment
ago that we have to maintain the kind of support we need in this
country for these policies. I would say, sir, the problem is, we have
to regain that support.

The CHAIRMAN. I stand corrected. I wholeheartedly agree with-
you.

Senator MOYNIHAN. You could not find three more energetic or
admirable representatives of our Nation abroad than the Ambas-
sador and the two Secretaries, and their discussions of what they



are doing with APEC, the Cairns Group, and so forth is clearly per-
suasive.

But we have lost support for trade liberalization in this country.
With the exception of you, sir, and your leadership in this com-
mittee, there appears to be little interest in any other quarters in
reviving the trade negotiating authority of the President. Five
years, we have been at it, we have not had it.-

Last year, it was defeated almost two to one in the House, some-
thing unprecedented in 60 years, almost 70 now, since the recip-
rocal trade agreements began under Cordell Hull.

We do not get the energy from the administration about this sub-
ject in this country. I do not know if I should even ask you, but
all of us here have been involved in negotiations at one time or an-
other. Nobody is going to negotiate with American representatives
in the knowledge that the President does not have the authority to
reach an agreement, and he does not. Sir, does he?

The CHAIRMAN. No, he does not.
Senator MOYNIHAN. He does not. Negotiators will not give you,

anything in return, in the exchange that negotiations imply, if they
do not know you can go back home. We are a special government
in this sense. Any other representative from any other country, if
they reach agreement, the country will have agreed. We are di..
vided, constitutionally, the government.

If we have not given the President the authority to negotiate, he
will not be able to. I know Ambassador Barshefsky said, well, we
can negotiate and then get authority later. I do not think it will
work.

Can you help us? Can we help you?
Ambassador BARSHEFSKY. Certainly, Senator, we know that the

committee had, at least for a time, actively looked at the question
of fast track again.

Senator MOYNIHAN. Trade negotiating authority.
Ambassador BARSHEFSKY. Sorry, trade negotiating authority.

You are absolutely right. Like normal trade relations, trade negoti-
ating authority.

Senator MOYNIHAN. Right.
Ambassador BARSHEFSKY. We know that the committee had ac-

tively looked at this issue. I had thought perhaps the committee
might act this year on that issue because, of course, trade negoti-
ating authority was resoundingly successful in the committee about
a year and a half ago, or something on that order.

I do think that it would be most desirable for the President to
have trade negotiating authority. On the other hand, I would say
that no launch of any round has ever been accompanied by the au-
thority to conclude it.

I realize the situation is somewhat different now because coun-
tries are concerned that there has been an inward turning on the
part of the United States, though I would suggest the figures read
by Secretary Daley belies that fact.

But I do think that we will make every effort*to help ensure that
trading partners do begin these negotiations promptly. There is a
general view in Geneva that, by 2002, if not earlier, the United
States will certainly have trade negotiating authority, and that



view is quite pervasive in Geneva. I think it is an accurate view,
and we intend to move on from them.

Secretary DALEY. Senator, if I could add to that comment.
Senator MOYNIHAN. Yes, sir.
Secretary DALEY. And react to your comment about building a

consensus. I firmly believe, and as I mentioned, this education tour
we have been doing with the President's Export Council, Business
Round Table, and Chamber of Commerce has been rather difficult,
and at times very disappointing, to be frank with you, the lack of
understanding, first of all, by people who should understand the
benefits of this trading system of ours, and, obviously, the difficulty
of getting a positive story through. There is no question, as we all
know, th-%re are winners and there are losers in life.

There are difficult challenges by this dynamic economy we have
got, and the open trading system, and the technologies that have
made us more productive. But out there amongst the average peo-
ple, there is a tremendous distrust, fear, and negative feeling.

The trips we have done, we have tried to encourage those who
should have an understanding to get out and engage on this sub-
ject, do not just stand back. I think two of the difficulties with the
period we are in is, one, things are very good, so there is a compla-
cency.

I get oftentimes, well, what is the big deal? Things are going so
well. Why do you want to rock the boat? They do not understand
that, when times are good, as the President said often, is when we
ought to be moving forward.

But I firmly believe that, if we are going to see fast track, we
must address the issues that have caused the lack of this con-
sensus in many areas of labor and environment, and find ways to
address those.

If we are not able to accomplish that in the next 15 months of
this administration, I firmly believe whoever is the next President
or whoever controls the Congress, unless that consensus develops,
you will not see it.

Senator MOYNIHAN. Thank you, sir. I very much agree. Thank
you.

The CHAIRMAN. Thank you, Senator Moynihan.
Next, we have Senator Conrad.
Senator CONRAD. Thank you, M Chairman. Thanks to the

panel.
Lei; me say, as I have listened here this morning, I think there

is a certain disconnect from reality. The disconnect from reality, for
me, is we are talking about things going well when things are not
going well. The reason we are losing support, is because this trade
policy is not working.

We just had a record trade deficit in 1 month, $25 billion, and
an awful lot of people in the country believe now that we are being
taken advantage of, that in effect we are being sucker-punched,
that we are being taken to the cleaners, and they do not see us re-
sponding.

Let me just say, my own State is, I think, a textbook case for
this. A textbook case. My State is the most rural State in the Na-
tion, heavily dependent on agriculture.
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The stakes are enormous in these next round of talks for agri-

culture in the United States. Frankly, we are headed for a loss. We
are headed for a loss, not because we do not have good people, not
because they are not sincere, not because they are not working, but
because they have no leverage.

I tell, you, if I were the Europeans heading into these trade talks
on agriculture, I would be licking my chops waiting for you folks
to arrive, because you are sunk before you begin.

You are sunk for a very simple reason: we are in no position to
battle them because, in our last farm bill here, we engaged in uni-
lateral disarmament. We undercut our negotiators so dramatically,
there is no chance for them to bring home a victory. Let us get seri-
ous.

The chief negotiator for the Europeans told me, Senator, we be-
lieve we are in a trade war in agriculture with you. We believe at
some point there will be a cease fire. We believe there will be a
cease fire in place, and we want to occupy the high ground. The-
high ground is market share.

You know what? That is exactly what they are doing, they are
winning, and we are doing nothing. We are in a trade war, only
we are not fighting. Farmers in my State have been hit by a triple
whammy: bad prices, lowest prices in 50 years in real terms, wheat
and barley, the lowest prices in 50 years; bad weather; we have got
three million acres in my State not even planted this year; and bad
policy. Our trade and farm policies are disasters themselves and
they guarantee another loss at the negotiating table.

Here is why. Let me just show you the disparity between what
we are doing and what our chief competitors, the Europeans, are
doing on agriculture. This is what they have averaged in expendi-
tures the last 3 years in supporting producers: $44 billion a year.
This is what we have spent: $6 billion. They have got us outgunned
seven to one. We sit here wondering why we are losing? It does not
take any rocket science to figure this out.

Let us go and look at export subsidy. It is even more dramatic
here. Secretary Glickman said it very well. This is world agricul-
tural export subsidies. The blue part of the pie is Europe's share,
83.5 percent. You know what the United States' share is? That lit-
tle sliver right here, 1.4 percent. They are out-gunning us 60 to 1;
60 to 1.

That is not our negotiators' fault, that is the fault right here in
the Congress because we, in the last farm bill, cut the legs out from
agriculture. We engaged in unilateral disarmament.

Let us go to the next chart and show what happened in the last
farm bill. In the last farm bill, our Republican friends said, let us
cut agriculture dramatically because we do not need that support,
we have got permanently high farm prices. That was a Cruel hoax.

Those high prices lasted about 90 days, then they started col-
lapsing and we were left with unilateral disarmament in a trade
dispute. We would never do it in a military confrontation, but we
have done it in trade and we wonder why we are losing. -

Under the previous farm bill, we averaged $10 billion a year of
support for producers. We cut it in half. In the new farm bill, we
cut it to $5 billion. So it does not seem to me that it is too hard
to figure out here what is happening.



Let us go to the next chart and see what the results are of their
strategy and plan, which is to dominate world agricultural trade.
They are doing it the old-fashioned way. They are buying these
markets.

Make no mistake: they are out there buying these markets each
and every day, and our farmers are losing. We are on the brink of
losing tens of thousands of farm families unless we sober up and
decide we are going to fight back.

The blue line shows U.S. market share of wheat from 1975 to
today. You can see, our trend line is down, down, down. The red
line is Europe,-and you can see their trend line is up, up, up. We
had a huge advantage in 1975; now they enjoy an advantage be-
cause their strategy and plan is working. They are engaged in a
trade war in agriculture and we are not fighting, so it is not sur-
prising that we are losing.

I would just say to my colleagues here-my time has run out-
that unless we decide to re-arm our negotiators before these talks,
we are sending them for a guaranteed loss.

I would just conclude by what the chief negotiator for Europe
told me. He said, Senator, we are up here on level of support, you
are down here. We will insist on equal percentage reductions. Not
leveling the playing field, equal percentage reductions. That is
what they got in the last trade talks, that is what they are aiming
to get in the next ones, and they will because we have no leverage.
We are going to lose.

The result is going to be tens of thousands of farm families forced
off the land. And shame on us, because we are the ones who are
failing. We are failing to arm our negotiators so they can win. We
are sending them to a guaranteed loss. The deck is stacked against
us, and unless we rearrange the cards, we cannot win.

I thank the Chairman.
The CHAIRMAN. Senator Grassley?
Senator GRASSLEY. The extent to which you are disarmed in ne-

gotiating is the extent to which you make victories for agriculture,
or the extent to which you do not link agriculture with other sector
negotiations to make victories.

To protect yourself and the farmers against what Senator Conrad
said means that we cannot marginalize agriculture during these
negotiations. Now, I know we have accused you of not under-
standing that, and I think you have made some statements earlier
today to Senator Roth that you do understand our concerns about
that.

You have said that the extent to which things might be provi-
sionally agreed to in non-agricultural areas, until we get an agri-
cultural agreement, is the way that you are going to see that you
do not disarm yourself when negotiating-for agriculture, and you
do not hurt American farmers.

So, obviously, we are happy to hear you say that, but I think the
most important thing is, it is how closely linked those provisional
agreements are in non-agriculture to actually getting an agricul-
tural agreement.

So you and your staff will have to satisfy us, before we go to Se-
attle, that these are going to be very, very closely linked because,
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as Senator Conrad has said, we are disarmed if we do not get vic-
tories for agriculture by trade-offs in other sectoral areas.

So I do not intend to pursue this with you right now, but I hope
that we will be able to, with Peter Scher later on, on this whole
effort, because we want to get these very closely tied together to
satisfy American agriculture, the family farmer, that we are not
going to go in there disarmed and that we are going to negotiate
from full strength.

Ambassador BARSHEFSKY. May I make a comment, if I could?
Senator GRASSLEY. Yes, you can.
Ambassador BARSHEFSKY. First of all, I very much appreciate

your helping us work through the problem that we face on this
issue, as well as your staff. These will be inextricably linked.

That is to say, there cannot be any final binding or final commit-
ments on anything that is of an interim nature unless and until
the market access negotiations-in particular on agriculture-suc-
cessfully conclude.

Senator GRASSLEY. Then I hear you saying that the words "early
harvest" will never be in your vocabulary.

Ambassador BARSHEFSKY. No, no, no. We would hope for, and
what APEC agreed, was provisional implementation. However,
countries are not contractually bound, if you will, unless and until
the round successfully concludes. So, there is no final binding.

Any tariff reductions would be on a provisional basis only. Coun-
tries would remain fully free to revert to previous MFN rates or
other rates of duty, as negotiated, if at the end of the day agri-
culture, services, as well as other industrial tariffs, are not fully
satisfied together.

Senator GRASSLEY. All right. Then let us see if we can satisfy
Senator Conrad to some extent about your goals, for instance, in
the zero-zero approach. Now, this was very much an objective in
the Uruguay Round, and it fell apart because of disagreements
with our negotiating partners and some things like that. A lot of
these same issues are still with us. If anything, they might even
be more contentious.

So you have been in your position several years now. You might
be able to tell us what you think you have learned from the Uru-
guay Round about handling agricultural agreements, and particu-
larly the same goal in the Uruguay Round, zero-zero, as you ex-
pressed that today. How can we make sure we do not get into that
same mess again?

Ambassador BARSHEFSKY. I think Dan probably would want to
comment, but I will just make a few general comments.

One, is that, with respect to the writing of the rules in agri-
culture, we have now, I think, substantially more experience, espe-
cially on the issue of TRQs, than we ever had going into the Uru-
guay Round.

We in agriculture have worked on a vastly expanded, much more
careful model on how those TRQs need to operate, and therefore
how the rules have to now be written. We just did not have that
kind of experience going into the Uruguay Round, but we certainly
have it now.

I think the second point I would make, and then I would turn
this over to Dan, is this. I think that Senator Conrad made a ter-



rific point when he talked about levels of support, levels of agricul-
tural export subsidies, and the comment I want to make applies to
that, and it also applies to the issue of tariffs.

We have stuck far too long with a formula approach to tariff
cuts, as well as cuts in support, as well as trade distorting support,
as well as cuts in export subsidies. What a formula approach is,
every county will reduce their level of support by X percent, which
will inevitably leave us down at the bottom and Europe at the top.

What we have said in Geneva, is that a formula approach may
be fine if you are relatively on an equal plane, then everybody re-
duces quite equally and that is pretty fair. But it is not an appro-
priate approach when you have the kinds of disparities that we see
not only on the tariff side, but on the agricultural support side and
the export subsidy side.

Rather than a formula approach, which is a guaranteed loss for
us, there are other approaches we are going to have to insist up
and adopt, and I think we will get most of the rest of the world
in agreement on this, because those high EU levels have got to
come down disproportionately, if you will, relative toward other
countries and most of the result of the world need to do in this
area.

So I think one of the big lessons of the Uruguay Round, and it
was a lesson, perhaps, we should have learned from the Tokyo
Round, was that a formula approach can be useful, but it has very
severe limitations and it is to our disadvantage when applied in sit-
uations of great tariff, or in agriculture support or export subsidy
disparity.

Secretary GLICKMAN. May I just comment quickly, Senator
Grassley?

Senator GRASSLEY. Yes.
Secretary GLICKMAN. I agree. I think Charlene has laid out that

case-fine. I will tell you, there is another thing we have learned,
and that is the whole issue of nontariff barriers.

Ambassador BARSHEFSKY. Right.
Secretary GLICKMAN. I recall the issue of the tomatoes in Japan,

or this whole litany of problems, that we have difficulty getting our
products into because of either sanitary or phyto-sanitary barriers
that are put up that do not have a scientific basis to it, or else a
horrendous bureaucratic rigmarole we have to get countries to
change their positions.

In some cases we have been successful, some cases we have not
been, but the next round will require a lot more attention to the
nontariff side of the picture as well.

Senator GRASSLEY. Mr. Chairman, could I ask you a question? It
was a follow-up on your discussion with Ambassador Barshefsky.
That is, you said that you have strong disagreement with whether
we have very specific goals.

-Maybe the issue is not that we do not have specific goals, but we
have not enunciated specific steps for accomplishing those goals. I
think that that would be what I would read.

Maybe there was a misunderstanding between you and Ambas-
sador Barshefsky. I think she has spelled out goals that we have.
But what I would like to have before we got to Seattle is specific
steps on how we are going to accomplish those goals.
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The CHAIRMAN. Let me just make one comment. In asking for the
elimination of tariffs, is the process not to harmonize, first, the tar-
iffs, then move from there? In other words, bring the others down
to the U.S. rates?

Ambassador BARSHEFSKY. We have done it both ways. In ITA, we
all agreed, whatever our levels were-and the levels were very dis-
parate, with Asian tariffs very high, our tariffs lower-that on X
date we would basically go to zero, with just a few exceptions, take
a few extra years, then go to zero on everything else. Chemicals,
we have done differently.

That was a harmonization exercise, asking countries to take
peaks down to a certain level, mid-range tariffs down to a lower
evel, and so on, and so forth, and you have a kind of step ap-

proach.
I think both are very useful and it may be that, in some in-

stances, harmonization is the better first step on IT products. Our
trading partners agreed to go to zero because the technology is
moving so rapidly, the step approach, frankly, took too long. In
other words, the harmonization mid-step just took too long.

But we are open to both of those approaches, and other ap-
proaches, to the extent we want to seek, ultimately, zero-for-zero
or harmonization in a variety of sectors.

I would say, Mr. Chairman, if I could, to Senator Grassley, that
on the issue of specific steps, this is something that we will be
working on with the committee. We have in mind, actually, a num-
ber of specific steps.

Of course, we are in the stage now of all of our agencies and all
of us personally going out to individual countries and groups of
countries to discuss what we view as the appropriate bounds of a
manageable 3-year round, getting them to sign on board.

But there are a variety of other mechanisms we would expect to
use post-Seattle to make sure we stay on target, including, for ex-
ample, mid-term review-that is, review at the 18-month period-
as well as specific rules on the time frame in which all the negoti-
ating documents have to be on the table. That time frame will be
very short post-Seattle. You are looking at a very short period of
time.

So we are going to try and employ a variety of management de-
vices, if you will, to ensure that this thing stays on track and that
there is very substantial oversight of the process. But we would
like to come back to the committee, if we could, and discuss that
further.

The CHAIRMAN. Senator Thompson?
Senator THOMPSON. Thank you, Mr. Chairman.
A bit of a change of subject. While advocating free trade and

open markets, the WTO provides exceptions for national security
reasons. In light of recent revelations concerning U.S. exports of
sensitive technology to potential military problem countries such as
China, which hopes to, of course, accede to the WTO, this is becom-
ing more and more of an important issue.

I am not sure it has to do directly with your ministerial in Se-
attle, but as we consider the possible reauthorization of the Export
Administration Act, for example, it is becoming more and more of
an issue.
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I was wondering, what specific exceptions does the WTO allow
for national security reasons, given that WTO members must ac-
cede to the same trade benefits to all member countries? How the
WTO would approach a situation in which the U.S. denied export,
let us say, for a dual use item that clearly had both civilian and
military purposes?

As you know, with regard to things like super computers, we tier
these countries, one, two, three, four, depending on how they sen-
sitive they are. We, of course, have bilateral agreements with coun-
tries like India and Pakistan, I think, tier three countries.

Ambassador BARSHEFSKY. Right.
Senator THOMPSON. I think China would probably fall into that

category, but it would be of probably much more significance.
So I was wondering how the framework deals with that, and to

what extent? The answer to my question has to do with whatever
bilateral we happen to work out with China. Could you enlighten
me a little on that?

Ambassador BARSHEFSKY. Sure. WTO accession does not have
any effect on our exports. The U.S. Government always retains all
the authority it has to stop exports, if those exports threaten na-
tional security, or simply because the government says, do not sell
it to that country.

Our obligations on WTO accession, as Chirus would be, is on the
import side. We are committed to certain ruies on imports, we are
committed to nondiscrimination of imports, though imports are
subject, as Bill Daley said, to our unfair trade laws. But on the ex-
port side, there are no WTO rules that pertain in any respect.

Senator THOMPSON. So the fact that we have certain rules, for
certain products, for certain countries does not bind this.

Ambassador BARSHEFSKY. Not a problem at all. It is not
challengeable in any respect in the WTO.

The other point I would make, is that the WTO has a provision
for exceptions to national security. National security is self-defin-
ing. We have used the national security exception for 30 years on
our embargo of Cuba. We used it in connection with Nicaragua. We
used it, I believe, at some point-I will not even say it. I want to
be 100 percent sure. I know we have used it with Cuba and Nica-
ragua. It is a self-defining exception.

That was on the import side. We do not take goods from Cuba,
we did not at the time take goods from Nicaragua, and we used the
national security exception to justify that embargo.

So the WTO rules are really rather flexible in that regard. The
WTO obviously does not have anything to say about a country's de-
termination of its own national security needs.

Senator THOMPSON. So how would technology transfer between,
say, the U.S. and China be affected by their entry into the WTO?

Ambassador BARSHEFSKY. Well, actually, entry into the WTO
would help stop what is actually a rather pernicious practice em-
ployed by the Chinese. The Chinese forced technology transfer
often as a condition of doing business in China. If you want to ex-
port to China, you have got to give us your technology. If you, com-
pany X, want to set up shop in China, we will not let you invest
until you give us some technology.



One of the things that we have negotiated with China will be a
rule that prohibits forced technology transfer. Obviously, the U.S.
Government cannot force a company not to divulge technology if,
in a private deal, that company decides that is what it wishes to
do.

But it will be illegal for the Chinese Government to get involved
in technology transfer between companies, to force it, to suggest it,
to enforce technology transfer agreements. In that respect, their ac-
cession would actually help us get a handle, in a legal way, on
what is, I think, a very pernicious practice now employed by the
Chinese- Government.

Senator THOMPSON. Thank you very much.
Thank you, Mr. Chairman.
The CHAIRMAN. Thank you, Senator Thompson.
Senator Graham?
Senator GRAHAM. Thank you, Mr. Chairman. Thank you for hold-

ing this and a series of hearings as we prepare for the Seattle WTO
meetings.

I would like to return to the discussion that you and Senator
Moynihan had about what is going to be required to regain public
support for enhanced trade in the United States. I would suggest
that there are at least three factors that have contributed to the
current lack of public support.

The first, is what I would define as the perception of broken
promises in previous trade agreements. To use my delegation as an
example, 75 percent of the members of the House from Florida
voted for NAFTA. Seventy-five percent today would vote against
any expansion of the Free Trade Agreement or fast track. I think
the primary reason is the scar tissue left over from this perception
of commitments made, commitments not fulfilled, in NAFTA.

Second, is a lack of local-based advocacy. I think it is important,
as the Secretary has stated, to be advocating at a national level for
free trade. But, like former Speaker O'Neill said, all politics is
local.

1 will use as my exanfple there another Florida one. There are
six members of Congress who represent the area from Key West to
Ft. Lauderdale. There is no area in the country that has a greater
interest, a greater share of its economy, that is based on inter-
national trade specifically with the Caribbean and Latin America.

Yet, of those six members of Congress, if the vote were taken
today on the Free Trade of the Americas or fast track, only one of
those six would be a sure vote for expansion of trade. Somehow,
there has been a delinkage between what the economic realities of
that region of the country are and the attitudes of the members of
Congress of both parties.

Third, is the failure to deal with some of these contentious issues
which serve as boulders in the efforts to pass legislation, whether
it is a comprehensive fast track or Caribbean Basin initiative, or
other, more specific trade measures. Those are particularly in the
area of labor and environment.

I want to say, having stated what I think are the three principal
contributants to the lack of current public support, that the agen-

-cies that you represent have made some significant strides to try
to deal particularly with the promises made.
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The efforts of the Department of Commerce, relative to some of
our agricultural issues where most of those promises made have
had a negative effect, have been very beneficial. The situation has
improved today over what it was three or 4 years ago, but the scars
have not yet fully healed.

Turning to the third issue of the failure to deal with contentious
trade affecting issues, Senator Moynihan has been advocating for
some time that we do not need to think that the only forum in
which to deal with these issues is a trade forum. His example has
been the International Labor Organization, which has a half a cen-
tury of experience in trying to deal with trade issues.

I recently did an analysis oi:' all of the countries that are mem-
bers of the CBI, and with very few exceptions, they all belong to
ILO, and with very few exceptions they have adopted all, or most,
of the core labor principles.

So, focusing on that issue of labor standards and the importance
of dealing with them as a means of getting to liberalized trade pol-
icy, what are your thoughts as to how non-trade organizations like
the ILO and like the United Nations entity that deals with envi-
ronmental policies, how can they be used as a means of dealing
with those issues so that those issues do not serve as a continuous
barrier to trade reform?

Ambassador BARSHEFSKY. I think the issue is two-fold. One,
there have been charges in years past of ineffectiveness, for exam-
ple, at the ILO, that the ILO lacked enforcement mechanisms. Sen-
ator Moynihan knows much more about this than I, so I will prob-
ably stop there.

But certainly the ILO has taken a much more activist posture,
particularly on issues related to exploitative child labor and other
issues. I think there has been quite a change, a change that is
emerging in the ILO, to take a much more activist and directed
posture on these issues.

I think that is one set of concerns, have these institutions been
effective in dealing with their own portfolios. But I think the other
set of concerns deals with the question, should these institutions
somehow be linked up with the WTO?

Right now, there is very little linkage between the WTO and the
ILO, or UNEP, which is the environmental arm of the U.N., or the
World Bank, or the IMF. But if we are talking about a globalized
economy, if we are talking about countries whose needs can often
be met by overlapping functions of these various multilateral insti-
tutions, there needs to be, at least at an institutional level, some
degree of linkage, some interaction between the WTO and the fund,
or the WTO and the bank, or the bank and the ILO, because they
often provide overlapping systems of support, or the bank, and the
ILO, and the WTO.

I do not think when Breton Woods agreements were formulated
people thought of them as discrete entities, having no interaction
one with the other. I think it had been envisioned originally that
we were entering a period where coordination among the major
multilateral institutions, dealing as they did with trade, finance,
labor, that linkage needed to occur, but somehow, for whatever rea-
son over the years-the GATT was never actually an institution.



I mean, there were a variety, I am sure, legal reasons as well as
perhaps policy reasons. That intersection, what is now being popu-
larly termed coherence, in overall economic policy making never oc-
curred.

One of our proposals in the WTO for this round is that there be
explicit coordination among the large, multilateral entities on the
environment side, labor side, and the finance and development
side. You have UNCTED as well free-floating out there. So, finance
and the development side.

At least at a secretariat level, these institutions should know
what each is doing. Particularly when individual countries request
assistance, the left hand rarely knows what the right hand is
doing. In that way, also provide much greater coherence in tech-
nical assistance programs, particularly for the least developed
countries that persistently fall through the cracks.

So we would like to see, as a matter of institutional reform of the
WTO-and this falls under our institutional reform rubric-an
interconnection, an interrelationship between these organization so
that the original coherence envisioned by Breton Woods can actu-
ally, over time-and it will take many, many years--can actually
emerge as the way envisioned.

Secretary DALEY. If I could, Senator, make a comment on your
comments. First of all, thank you for your comments about the de-
partment. I agree with you 100 percent, compliance and the percep-
tion of the administration aggressively making sure that parties to
agreements do comply is the missing link in the general public's at-
titude towards trade. We are aggressive, as I mentioned, in making
sure that we find steps to do that.

Let me just mention also, on the ILO situation, the last time I
had the pleasure of appearing before the committee Senator Moy-
nihan reminded me that Herbert Hoover, who was a former Sec-
retary of Commerce, appeared at the ILO.

We have become very aggressive in the Department of Commerce
in working with the Labor Department to build our business rep-
resentation with labor as we go to issues before the ILO.

Secretary Herman and I are working very closely, and the Presi-
dent appeared at the ILO, the first President to ever speak to the
ILO. So, we are attempting to try to build up the ILO, as Ambas-
sador Barshefsky has stated, to make it more meaningful to ad-
dress some of these issues.

Senator GRAHAM. And do you think that that process will help
to ameliorate this recurring issue of labor standards as a barrier
to trade?

Secretary DALEY. Eventually, we hope it will. I think one of the
difficulties in convincing people that this process of trade and open
trade and the agreements that have been reached in the past are
helpful to working men and women. They do not feel that there is
a forum for them. They do not feel that their issues truly get ad-
dressed at the WTO, this perception. As the Ambassador said, it
is so important. We have stressed that the WTO process be opened
up and be made more transparent, that people have felt that this
is a club, this is where business goes to cut deals that affect them,
but they have no place to go outside the WTO.



I think it is extremely important in the long run, as we try to
build this consensus, not just in this country, but the fears and the
concerns that we hear reflected in our country, frankly, are re-
flected in all the other countries, that people who care about these
issues deeply have to feel that they are in this process, and I do
not think they have in the past.

Ambassador BARSHEFSKY. If I might just take one moment to
add to that. There are really two elements that we have been work-
ing on to address exactly what Secretary Daley is talking about.
One, is increased transparency of the WTO itself as an element of
institutional reform.

We need to see the early release of documents and the public re-
lease of documents, the opening of the dispute settlement process
so people can observe, as they would in any courtroom in the
United States and in most countries, very basic issues of trans-
parency to engender additional confidence in the multilateral sys-
tem, and in particular, in the workings of dispute settlement pan-
els.

But there is another element as well, and Secretary Daley also
addressed this. People do not feel they have any access whatsoever;
their views are not heard, their views cannot be known, that some-
how the WTO is a business man-person's--club.

Senator CONRAD. Business man.
Ambassador BARSHEFSKY. Actually, a business man's club.
In that regard, our agencies worked very, very hard in Geneva,

and I am really pleased to say we were successful though it took
a number of months, to create for the first time an entire day de-
voted to NGOs, labor, a variety of groups as an official part of the
proceedings, as an officially sponsored function of the WTO, so that
these groups have a forum, apart from the briefings they will re-
ceive and so on, but that they have a specific forum and can pro-
vide the WTO quite directly with their views on the issues that
touch their constituencies.

The WTO cannot be, will not survive, as a business-only institu-
tion. I think that is not tenable in today's world with groups of de-
tractors having the voice that they have, and with modern tech-
nology like the Internet, so on, and so forth.

It is very, very important that the WTO open up and that all
constituencies feel that their views are heard, and heard directly,
not through intermediaries, by the WTO.

I have said many, many times, I actually think the greatest
threat to an open trading regime is not the absence of fast track,
it is not any particular negotiation, it is not even, by and large, any
particular enforcement mechanism.

The greatest threat is the lack of public support for trade policies
that lead to more open markets. If we are not listening to the pub-
lic in the WTO and elsewhere, we are missing the board for the
long term.

The CHAIRMAN. Let me just ask you, should we have inter-par-
liamentary groups, advisory groups?

Ambassador BARSHEFSKY. That is a great idea. Yes, that is a
great idea.

The CHAIRMAN. Would the administration support that?
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Ambassador BARSHEFSKY. Yes. Yes. Can -We work with you on
that? That is a great idea.

The CHAIRMAN. Yes. Let us discuss it further.
Ambassador BARSHEFSKY. Sure.
The CHAIRMAN. Next, is Senator Robb.
Senator ROBB. Thank you, Mr. Chairman. That last suggestion

was an interesting one. I would assume, however, that even if we
have inter-parliamentary groups that were consulting with each
other, that the negotiating would still be done by the executive
branch. Is that correct?

Ambassador BARSHEFSKY. That would certainly be my rec-
ommendation. [Laughter.] I was not ready to leave my job yet.

Senator ROBB. With all due deference to the Chairman and other
members of the committee, negotiating by committee has never
been one of my most cherished possessions of successful strategies
in almost anything at this point.

The CHAIRMAN. I, in my question, did say advisory.
Senator ROBB. Thank you, Mr. Chairman. I am somewhat reas-

sured. I have been accused of having executive bias from time to
time, but I just wanted to interject that.

Let me, first of all, say to Ambassador Barshefsky that she has
reassured me, after I have read Burkston's article this morning, I-
was thinking that maybe some of our officials ought to be canceling
their hotel reservations for Seattle, wrapping it up, and waiting
until a more fortuitous time, but I appreciate that reassurance.

I want to talk about a different topic, but before I do, because
of Secretary Glickman's presence, I want to, first of all, thank him
for his strong advocacy in all of these areas we have been talking
about, and just to let him know, too, that one of the areas that does
not always come as high up as my friend from North Dakota and
others have in terms of agriculture, as a result of Hurricane Floyd,
the flooding that took place both in North Carolina and Virginia,
in particular, and in other States that were affected, that had some
devastating losses that have not normally been cranked into that
equation.

That is not a part of this hearing, but I just wanted to let you
know that the most recent report is that cotton looks like it is not
going to survive what was going to apparently be a bumper crop,
and the jury is still out on peanuts.

They may or may not, depending on the conditions over the next
few days, and whether or not some of the challenges they have, be-
cause they are still underground, will be addressed. In any event,
we have got a very serious problem there.

But, for the most part, the economy of my State is driven, in the
large macro picture, by electronics, technology, and commerce in
this area. I would like to focus on that for just a minute.

I know that, in the past, WTO members have committed to pro-
hibiting Customs fees or duties on cross-border Internet or e-com-
merce transactions that have taken place.

I am wondering if we are going to pursue anything that is more
formal and binding in this regard. As you know, we declared a 3-
year holiday here in the United States, but that does not affect the
international component. I wonder if you could address what the



strategy will be, and how permanent or formal, as opposed to infor-
mal, the objectives or goals are in this area.

Ambassador BARSHEFSKY, The most immediate objective is the
roll-over of this political obligation, if you will, not to impose duties
on electronic transmissions on the net. In the ideal world, of
course, we would like to make that permanent and binding.

I think, for many countries in the world who do not quite under-
stand the Internet, who do not have sort of the-growth of an Inter-
net culture as we do, the notion of a permanent commitment in ad-
vance of their own technical understanding of the field is quite
threatening. I think that is entirely understandable at this point.

So, we seek a roll-over of the current moratorium. I think we will
be successful in that. Tlhen, as the comfort level increases, obvi-
ously, we will be pushing to make that roll-over permanent and
binding.

In addition, we will be seeking a working group in the WTO to
make sure, in particular, that as agreements are reviewed in the
working groups, and as new agreements are negotiated, that we
pay special attention to ensure that these agreements become es-
sentially technology neutral.

That is to say, if, for a real store, non-discrimination is a rule,
then if you shop on the net, non-discrimination should be the rule.
If you, in a real store, have a right to access a broad customer base,
then in your virtual store you need the same right to access the
same broad customer base.

So we will be looking at all of the agreements-and this exercise
is actually going on now-to make sure that we can confirm that
the rules that apply to touchable goods and to services will apply
however those goods are services are transmitted, whatever mode
of transmission, in a store, in the net, at wholesale, at retail.

Whatever mode of transmission, the same set of rules will apply.
In that way, we do not have e-commerce lagging. But of course, be-
cause it is a duty-free zone in that regard, we ought to see e-com-
merce move ahead quite nicely.

Senator ROBB. I would just suggest to you that one of the con-
cerns here is not that they do not understand e-commerce, tech-
nology, and information technology, it is that they are envious,
shall we say, of the advantage that we currently enjoy, and we will
probably be attempting to negotiate ways that will level the play-
ing field to give them a disproportionate advantage without having
gone through the learning curve and developmental curve that we
have run through.

Let me just move from that for one second, if I may, to a state-
ment, I think it was about a week or so ago, by the Chinese Infor-
mation Industries minister, initially suggesting a ban on foreign in-
vestment in Internet companies. Then it was modified somewhat
more recently.

T wonder if you can tell us what our negotiating goals are with
respect to this area since they permit, under equity ownership in
telecom and other key sectors, where are we on this right now?

Ambassador BARSHEFSKY. Yes. I am aware of the statements
that he made, but we were not able to confirm specifically the
statements that he made. It is not clear.
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Senator ROBB. In other words, it was withdrawn before it was
confirmed?

Ambassador BARSHEFSKY. It certainly was modified before it was
confirmed, and even the modification has not been confirmed. That
is to say, it is not clear entirely under whose authority the state-
ment was made and whether it may have been made in haste. I
think there is some confusion on that.

Senator ROBB. But it would be your intention, with respect to ne-
gotiations and any discussions of this issue, to push for the same
kinds of equity ownership by foreign investors that is permitted in
other sectors?

Ambassador BARSHEFSKY. Yes.
Senator ROBB. All right.
Mr. Chairman, could I ask just one more question here?
The CHAIRMAN. Yes.
Senator ROBB. The question, while we are on China, has to do

with the potential linkage or non-linkage between China and Tai-
wan in terms of the order and/or the possibility of what has been
referred to as a coffee break between the negotiations.

Could you address what our position is on that?
Ambassador BARSHEFSKY. Our position is that all WTO negotia-

tions proceed on their merits. Taiwan's accession is not yet com-
plete. They still have some issues with individual countries, and
their protocol of accession, which is sort of the document that spells
out all the rules, is being negotiated in Geneva but is not complete.

I think there has always been certainly a hope in Geneva that
both countries would accede at a point in time proximate one to the
other. Of course, China's negotiations are pending, but so is Tai-
wan's. I think we will have to see how that all sorts out.

We, on a bilateral basis, have closed out with Taiwan. We did
that, gosh, maybe 9, 10 months ago, maybe longer ago than that,
because we felt that we are willing to address all of our market ac-
cess concerns.

The agreement that we worked out with them, which would be
come effective on accession, is an excellent agreement. For our
farmers, our industrial goods and services suppliers, it is a very,
very strong agreement.

So we closed out because the merits were there and we felt quite
satisfied. But we have a lot of other countries that also have to do
the same. Once that is done, we will take a look at the picture.

Senator ROBB. So, in other words, if critical mass is reached with
the other countries at the same time, there would be a meritorious
and not a phased approach.

Ambassador BARSHEFsKY. There are two steps to an accession.
There is a working party, which are the countries who tend to be
the principal trading partners of the country who wishes to accede,
and then there is the general council, which is all the countries.

To emerge from a working party to get to the floor, if you will,
you need unanimity. It is not consensus, it is unanimity. Thus far,
that unanimity is not there in the Taiwan working party, and you
would not expect it to be because their negotiation is not done. But
it will be unanimity that is required.

Senator ROBB. Thank you.
Thank you, Mr. Chairman.



The CHAIRMAN. I understand Senator Conrad has a short ques-
tion.

Senator CoNRma. I do, Mr. Chairman. I thank you for this oppor-
tunity. We have talked today about a loss of public support for
trade agreements. Part of it, as Senator Graham indicated, was
broken promises and failure to deal with contentious issues. Dur-
ham wheat would have to be in that category. We have an ongoing
problem with Canada. I just put up this chart to show what has
happened.
After the Canadian Free Trade Agreement, this line shows dur-

ham imports from Canada. Before the Canadian Free Trade Agree-
ment, there was nothing coming in from Canada, zero.

Under the Canadian Free Trade Agreement-I call it so-called
Free Trade Agreement because it is not free trade at all, it was ne-
gotiated trade, and on agricultural products, at least the ones in
my State, we lost the negotiation. This was a previous administra-
tion, not on your watch.

But the fact is, they went from zero percent of our market to 20
percent, not because they are more competitive, not because they
are more efficient, but because of loopholes in that agreement.

In 1994 and 1995, Mickey Kantor put in place a tariff rate quota
that dramatically reduced those imports, cut them by more than 50
percent, and at the time indicated when the tariff rate quota came
off after a year that we would not let them cross the line without
taking action.

Ambassador Barshefsky, you indicated a year later
"The administration reiterates its longstanding position it will

not accept market disruption from imports of Canadian wheat.
"Following consultations, the administration will use appropriate

U.S. trade laws if it appears likely that market disruption will
occur, using as a point of reference the TRQ levels that were in
place under the Memorandum of Understanding."

Now, this TRQ levels are the green line here. Here is what they
have done. They did riot just cross the line, they have actually ex-
ceeded what they were doing before the TRQ was put in place that
led to a dramatic reduction.

My question to you is, what are you doing to keep the promise
that U.S. trade laws would be used in this circumstance?

Ambassador BARSHEFSKY. You and I have had this discussion a
number of times, and Dan Glickman and I, and you, and various
other people. Just a couple of comments.

When the TRQ was imposed we had available to us, and utilized,
Section 22 of the Agricultural Adjustment Act. That trade law au-
thority was terminated at the end of the Uruguay Round. That is
to say, Section 22 of the Agricultural Adjustment Act no longer ex-
ists in U.S. law, so we do not have a mechanism such as Section
22 under which to impose tariff rate quotas.

We have worked closely with Canada and are disappointed with
the current level of shipments on durham. We are actually rather
shocked at the current level of shipments, as we have informed the
Canadians, because Canada, under an agreement we negotiated
with them last December on a variety of agricultural trade issues,
agreed that they would provide us projections on a quarterly basis
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of their durham shipments so that we could monitor the situation
and keep pressure on Canada on the durham question.

Their estimates to us were off by 50 percent, which is entirely
unacceptable. I do not think there was bad faith in that, let me just
hasten to add, but for whatever reason, their estimates were off by
50 percent.

I met last week with their new trade minister, Mr. Pettigrew, to
indicate that, first off, we cannot have errors like that again, and
second off, that we are very concerned about the volumes.

Two other things, however, are happening. One, is that USDA is
now in the process of conducting research on why U.S. users of dur-
ham are buying from Canada instead of from your State and some
of our other States that produce durham. It is not entirely clear to
us why that is happening.

Senator CONRAD. Let me say, if they tell you it is because we had
a short crop or there were quality problems, you just laugh at them
because there is no merit in that.

Last year, we had a huge crop, extremely high quality. I will be
anything that you will that what is really happening is they are
dumping below their cost in this market, which unfortunately, be-
cause of loopholes in the negotiation of that previous trade agree-
ment, are permitted.

Ambassador BARSHEFSKY. Can I then address that? That is the
second thing that is happening. With your help, particularly with
USDA's help and the help of the Customs Service, we now have all
the pieces in place to start analyzing import data from Canada on
durham on an individual shipment-by-shipment basis, including
price shipment-by-shipment. I think that the system is now up and
running.

We have an interagency team on this issue because it is a serious
problem. We have a big problem with the Canadian Wheat Board,
which affects not just durham, it affects our agricultural trade with
Canada. We have an interagency team.

We are hopeful that we will begin getting reporting from Cus-
toms by mid-October on this. As we begin to see that pricing data
for the first time ever, I think we will be able to make some deter-
minations about whether there is an unfair trade problem that is
going on in this area.

Secretary GLICKMAN. Charlene, if I could just mention, as we
talked just before we came in, while it is a rather arcane issue, our
decision to modify the LDP PCP rate on durham should make dur-
ham more competitive by encouraging farmers to market their com-
modity rather than just holding it and waiting for a higher price,
then watching that Canadian wheat come in. That is something we

' did, frankly, at your request, and the other members of the North
Dakota delegation last week.

The other thing is, Administrator Galvin advises me, and I recall
this before, he has written to all of the importers, talking about
this very issue. He says, it is not a quality issue, why are you doing
this, trying to get some justification from the importers themselves.

Senator CONRAD. May I just conclude by, first of all, thank you,
Mr. Secretary, for your action on loan deficiency payment adjust-
ment for durham. That was critically important. We appreciate
very much what you did.
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I would just say, Madam Ambassador, I hope, in the strongest
possible terms, you will say to the Canadians, this does not fly.
They have this kind of result, where the green line is the Memo-
randum of Understanding of what would be coming in here. For
them to exceed it by 100 percent just is totally unacceptable.

I cannot overstate the strength of feeling in my State on this
issue. Here we are with the lowest prices in real terms in 50 years,
and a flood of Canadian grain coming across the border, not be-
cause they are more efficient, not because they are more competi-
tive, but because of massive loopholes in that agreement.

This is the kind of thing that truly costs public support for any
kind of trade agreement. If we do not respond, and respond aggres-
sively and effectively, then we will just have further deterioration
of public support.

I thank the Chairman.
The CHAIRMAN. Well, I want to thank the three witnesses for

being here today. I know that you, Madam Ambassador, needed to
et away early, but I think it was important that you remained.
ere.

I look upon the meeting in Seattle as an historic opportunity, but
I also have to say, the forces of protectionism are looking forward
to utilizing that for their purpose.

So, I think it is critically important that the administration pur-
sue a very constructive, positive agenda that will help the edu-
cation that we have been talking about before.

I just want to say that this committee is eager and willing to
work with you. We think that there is an important message to be
gotten out, but so far it has not yet been delivered.

Thank you very much. We look forward to continuing this dia-
logue.

[Whereupon, at 11:37 a.m., the hearing was concluded.]





APPENDIX
ADDITIONAL MATERIAL SUBMITTED FOR THE RECORD

PREPARED STATEMENT OF HON. CHARLENE BARSHEFSKY

Mr. Chairman, Senator Moynihan, Members of the Committee, thank you very
much for inviting me to testify on the U.S. agenda at the World Trade Organization.

The months ahead are a critical period forboth the WTO and the U.S. trade agen-
da. This November 30th to December 3rd we will host, and I will chair, the World
Trade Organization's Ministerial Conference in Seattle. The Ministerial will be the
largest trade event ever held in the United States, bringing heads of government,
trade ministers, and leaders of business, labor and other non-governmental associa-
tions from around the world to Seattle, and focusing public attention as never before
on the role trade plays in American prosperity.

At this Ministerial, we also expect to launch a new Round of international trade
negotiations, for which President Clinton called in his State of the Union Address.
This initiative has the potential to create significant new opportunities for American
workers businesses, farmers and ranchers; to ensure that trade policy does as much
as possible to support and complement our efforts to protect the environment, im-
prove the lives of workers; and to improve the WTO itself, to make the organization
more transparent, responsive, and accessible to citizens.

We are now working at home and abroad to build the necessary consensus for an
agenda with broad support in the U.S. and worldwide. With the Ministerial just two
months away, the Finance Committee has chosen an ideal time to review-the work;
and I look forward to continuing to work closely with the Committee and other
Members of Congress to ensure that the Ministerial and Round accomplish as much
as they should for our country and for the world.

Today I would like to review for you our stake in the world trading system; the
Ministerial; the results we hope to achieve at Seattle and in the Round; and the
process by which we are building support for the agenda.

U.S. STAKE IN THE TRADING SYSTEM

The United States is now the world's largest exporter and importer, carrying on
over $2 trillion worth of goods and services trade each year. Thus, the jobs of mil-
lions of American workers, the incomes of farm families, and the prospects for many
of America's businesses depend on open and stable markets worldwide. Further-
more, a strong trading system helps to give all participating nations a stake in
international stability and prosperity, thus complementing our work in security pol-
icy to keep the peace.

This is the foundation of the leading role we have taken in the development of
the trading system for over fifty years. Since the creation of the General Agreement
on Tariffs and Trade in 1948, Democratic and Republican Administrations, working
in partnership with Congress, have concluded eight negotiating Rounds. Each suc-
cessive Roundhas opened markets for Americans, and helped to advance basic prin-
ciples of rule of law transparency and fair play in the world economy. Most re-
cently, since the conclusion of the Uruguay Round in 1994:

* Markets have opened, as a more open world economy has helped American ex-
ports to rise by well over $200 billion. This has contributed significantly to the
rapid economic growth we have enjoyed over the past five years, and the con-tinuation of the longest peacetime expansion in America's history. At the same
time, it has helped us to gain high-skill, high-wage jobs, reverse a 20-year pe-
riod of decline in wages, and in fact increase wages by 6% in real terms.

* The rule of law has advanced, as the strong dispute settlement system created
by the Uruguay Round has allowed us to improve enforcement of the trading
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rules significantly. Since the creation of the WTO, we have filed more cases
than any other member, and have a very strong record of victories or favorable
settlements in the cases we have filed.

* And we have gained a source of stability in the world economy. During the fi-
nancial crisis of the past two years, with 40% of the world in recession, and six
major economies contracting by 6% or more, we so far have seen no broad rever-
sion to protectionism. This fact-in large part a tribute to the respect WTO
members have in general shown for their commitments-has helped guarantee
affected countries the markets they need to recover, while shielding our own
farmers and manufacturing exporters from still greater potential damage.

THE WORK AHEAD

Despite these achievements, however, much work remains ahead. The trading sys-
tem can be made more effective in removing trade barriers, more transparent and
accessible as an institution, and broadened to include nations now outside. With the
Ministerial and Round, we will address issues such as the following:

* World trade barriers remain high in many areas, including in sectors where the
United States is the world's leader. Agriculture and services are crucially impor-
tant examples; in industrial goods, we continue to face significant tariff and
non-tariff trade barriers which a new Round can address.

* Our leadership in the scientific and technological revolution creates new chal-
lenges and opportunities for the trading system. Electronic commerce and the
growth of the Internet as a medium for trade is an especially important exam-
ple.

* Membership in the WTO can make a major contribution-to reform in the transi-
tion economies-that is, the nations in Europe and Asia moving away from com-
munist systems. As successful reformers and WTO members such as Poland,
the Czech Republic and Hungary have observed, WTO membership on commer-
cially meaningful grounds helps to integrate transition economies into world
trade and make the reforms necessary to create market-based economies, thus
promoting long-term growth and liberalization.

* The results of future WTO agreements can contribute to the world's efforts to
reduce hunger, protect the environment, improve the lives of workers, promote
health and nutrition, support financial stability, fight bribery and corruption,
and promote transparency and good governance worldwide.

The balance of my testimony today will review our WTO agenda in four areas:
ensuring implementation of the members' present commitments; developing the
agenda for a successful Ministerial and a new Round; encouraging the accession, on
commercially meaningful grounds, of new members; and the specific steps that can
advance the broader vision and yield immediate results for the U.S. and world
economies.

I. COMPLIANCE WITH AGREEMENTS

First of all, we are working to ensure full compliance with existing agreements.
The credibility of the trading system, and the value of any new negotiations, depend
on confidence that WTO members will implement their commitments. We have done
so on time and in full, and we expect our trading partners to do the same.

We have made this point clear to our partners in Geneva, and 1999 is an espe-
..cially important year. By January 1, 2000, WTO Members must meet certain Uru-
guay Round commitments under the Agreements on Agriculture, Intellectual Prop-
erty, TRIMs, Subsidies, and Customs Valuation. In succeeding years, final commit-
ments under the Agreement on Clothing and Textiles as well as certain aspects of
the TRIPS and Subsidies Agreements will phase in. Likewise, Uruguay Round tariff
commitments will soon be realized in full.

These commitments represent the balance of concessions which allowed comple-
tion of the Uruguay Round and have helped realize its benefits since then. The
credibility of any future negotiations depends on their implementation. To ensure
implementation, we use all methods available. This includes use of dispute settle-
ment and U.S. trade laws when necessary, but also a commitment to the technical
assistance programs that allow some of the developing countries to gain the capacity
to meet complex demands in areas such as services, agriculture and intellectual
property.

Most recently, we made a proposal in Geneva stressing the critical importance of
implementing existing WTO agreements, such as those on sanitary and
phytosanitary standards, textiles, technical barriers to trade, anti-dumping and in-
tellectual property rights. The WTO's built-in agenda provides for extensive and -



critical review of agreements, and it is imperative that this work continue as the
Round proceeds.

'Finally, we are pressing those WTO Members who have agreed to, but not yet
ratified, the Basic Telecommunications and Financial Services Agreements to do so

as soon as possible. This will not only open markets to U.S. providers, but ensure

that all Members can benefit from their commitments and that they can win the
benefits of competition, transparency and technological progress these Agreements
offer.

II. AGENDA FOR THE NEW ROUND

At the same time, we are working toward international consensus on the specific
agenda for the new Round.

1. Developing the Agenda

In general terms, we believe the new Round must be focused on the top U.S. pri-

orities; have an agenda broad enough to offer benefits to, and thus win support
from, the WTO membership as a whole, thus creating maximum leverage for achiev-
ing our objectives; and yield concrete results rapidly without raising major new com-
pliance problems.

Our development of specific objectives to realize these goals has its foundation in
our domestic consultations with Congress, agricultural and business groups, labor
organizations, academics, environmental groups, state and local government, and
others interested in trade policy. This has included Trade Policy Staff Committee
hearings in Atlanta, Dallas, Los Angeles and Chicago, as well as Washington DC,
to gather ideas on priorities and objectives; a series of Listening Sessions jointly
with the Department of Agriculture on the agricultural agenda, traveling to Indi-
ana, Florida, Minnesota, Tennessee, Texas, California, Washington, Nebraska, Dela-
ware, Vermont, Iowa and Montana to hear directly from farmers, ranchers and oth-
ers interested in agricultural policy; and continuous consultation with Members of
Congress, non-governmental groups, business associations and others in Wash-
ington. At the same time, we have been meeting with our trading partners to form
international consensus on the negotiating agenda by the Ministerial, at meetings
such as the-US-Africa Ministerial, FTAA conferences, the US-EU Summit, the Quad

meeting in Tokyo, and the recent APEC Leaders Meeting in New Zealand, as well
as discussions at the WTO in Geneva.

Based upon these discussions, we believe that in general terms the Round should
set the following goals.

" The core of the Round should address market access concerns including agri-

culture, services and industrial goods (tariff and non-tariff barriers), with

benchmarks to ensure that the negotiations remain on schedule for completion
within three years.

" The Round should also pay special attention to areas in which trade policy can

encourage technological progress, notably in electronic commerce.
" This Round should support and complement efforts to improve worldwide envi-

ronmental protection, and ensure that trade policy yields the maximum benefit

for the broadest range of workers.
" And the Round's negotiating agenda should be complemented and balanced by

a forward work-program to address areas in which consensus does not yet exist

for negotiations; and by a series of institutional reforms to the WTO, with a spe-

cial focus on transparency and openness.
The timetable for achieving these goals would be as follows. At Seattle, the Min-

isters will take decisions launching the Round, agreeing on the subject matter, and

setting out in specific terms the objectives of the three-year negotiations. To meet

the three-year timetable, the Ministers must give directions on the manner in which

the negotiations would-proceed. In practical terms, the Ministerial must allow nego-

tiations to begin in earnest at the beginning of 2000, with, as some WTO members

suggest, tabling of initial negotiating proposals by the middle of the year. Further

benchmarks to ensure progress would follow (such as a possible "mid-term" Ministe-

rial review at the 18-month point) with negotiations to conclude by the end of 2002;

ratification in 2003; and implementation to begin immediately afterward.

In the past months, we have laid out the details of our negotiating agenda at the

WTO in Geneva, by filing formal proposals on agricultural market access, non-agri-

cultural market access, services, implementation of commitments, trade and the en-

vironment, fishery subsidies, capacity-building, and trade facilitation. These pro-

posals lay out a clear, specific and manageable agenda for the Round, as follows:
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1. Market Access
Market access negotiations, as the core of the negotiations, should cover the built-

in agenda of agriculture and services, but also address industrial goods.
In agriculture, aggressive reform of agricultural trade is at the heart of our agen-

da. In liberalizing trade we have the potential to create broader opportunities for
American farm and ranch families, fight hunger and promote nutrition worldwide
through ensuring the broadest possible supplies of food at market prices, ensure
that farmers and ranchers can use the most modern and scientifically proven tech-
niques without fear of discrimination, and help protect natural resources by reduc-
ing trade-distorting measures which increase pressure on land, water and habitat.
To secure this opportunity, we would set the following objectives:

9 Completely eliminate, and prohibit for the future, all remaining export sub-
sidies as defined in the Agreement on Agriculture. This is a priority goal we
now share with the Western Hemisphere trade ministers, all APEC members
and the Cairns Group.

* Substantially reduce trade-distorting supports and strengthen rules that ensure
all production-related support is subject to discipline, while preserving criteria-
based "green box" policies that support agriculture while minimizing distortion
to trade;

* Lower tariff rates and bind them, including but not limited to zero/zero initia-
tives;

* Improve administration of tariff-rate quotas;
* Strengthen disciplines on the operation of state trading enterprises;
* Improve market access through a variety of means to the benefit of least-devel-

oped Members by all other WTO Members; and
* Address disciplines to ensure trade in agricultural biotechnology products is

based on transparent, predictable and timely processes.
In services, American industries are the most competitive in the world, as dem-

onstrated by our $246 billion in services exports last year. The Uruguay Round cre-
ated an important set of rules, but in many cases, actual sector-by-sector market-
opening commitments simply preserved the status quo. Effective market access and
removal of restrictions will allow U.S. providers to export more efficiently, and help
address many broader issues worldwide. Examples include improving the efficiency
of infrastructure sectors including communications, power and distribution; improv-
ing environmental services; easing commerce in goods through more open distribu-
tion systems, thus creating new opportunities for manufacturers and agricultural
producers; and helping to foster financial stability through competition and trans-
parency in financial sectors. To realize these opportunities, U.S. objectives would in-
clude:

" Liberalize restrictions in a broad range of services sectors, including the profes-
sions, audiovisual, finance, telecommunications, construction, distribution, envi-
ronmental, travel and tourism, and others;

" Ensure that GATS rules anticipate the development of new technologies, such
as the telecommunications technologies now enabling colleges to teach, hold ex-
aminations and grant degrees via the Internet; home entertainment to be deliv-
ered by satellite; and advanced health care delivered directly to the home or to
rural clinics through telemedicine;

" Prevent discrimination against particular modes of delivering services, such as
electronic commerce or rights of establishment; and

" Examine "horizontal" methods of improving regulatory policies across the dif-
ferent industries through general commitments, for example, to transparency
and good-government practices.

In industrial goods, further market-opening will help Americans promote high-
wage, high-skill jobs and create economies of scale that allow U.S. firms to invest
more in research and development and become more competitive. Here, broad mar-
ket access negotiations in the next Round would build upon the Accelerated Tariff
Liberalization initiative calling for the liberalization of eight specific sectors, and
would proceed under the following principles:

" Reduce existing tariff disparities;
" Result in fully bound tariff schedules for all WTO members;
" Develop new sectoral agreements and increase participation in existing sectoral

arrangements, including zero-for-zero and harmonization agreements;
" Provide recognition to Members for bound tariff reductions made as part of re-

cent autonomous liberalization measures including WTO measures such as the
Information Technology Agreement and Accelerated Tariff Liberalization, and
for the general openness of markets.
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9 Seek interim implementation of results to be considered as an integral part of
the overall balance of market access concessions to be determined at the conclu-
sion of the new negotiations;

* Use of applied rates as the basis for negotiation, and incorporation of proce-
dures to address non-tariff and other measures affecting market access; and

9 Improve market access for least developed WTO Members by all other Mem-
bers, through a variety of means.

2. Additional Overarching Issues
Most delegations, including the U.S., agree that negotiations should be completed

within three years. Given this reality, and in order to find an appropriate balance
of interests and a convergence of views, certain issues might be appropriate for a
forward work program (e.g. on bribery and corruption) that would help Members,
including ourselves, more fully understand the implications of newer topics and
build consensus for the future.

In addition, several overarching issues will inform our work on the core market
access negotiations. These would include:

a. Electronic Commerce
One of the most exciting commercial developments of recent years has been the

adaptation of new information and communications technologies, notably the Inter-
net, to trade. This has profound implications for reducing the cost of goods to con-
sumers and improving the efficiency of companies. It can also speed growth in dis-
advantaged regions in the U.S. and developing countries, as Internet access greatly
reduces the obstacles entrepreneurs, artisans and small businesses face in finding
customers and managing paperwork.

It is critical that the WTO act now to ensure that artificial barriers do not delay
or block the benefits of this new method of conducting trade. We have therefore pro-
moted a broad electronic commerce agenda at the WTO and elsewhere, including a
work-program to ensure technological fieutrality in the development of WTO rules,
and capacity-building efforts to ensure that developing countries have access to the
Internet. We are encouraged that most WTO members agree that all e-commerce
activities are covered by the traditional WTO disciplines of transparency, non-dis-
crimination and prevention of unnecessary obstacles to trade. As I will note later,
our top immediate priority is to ensure that cyberspace remains duty-free-that is,
that countries do not apply tariffs to electronic transmissions.

b. Sustainable Development and Committee on Trade and Environment
In all these areas, we intend to take special care to ensure that trade liberaliza-

tion promotes and supports sustainable development. In particular, we will pursue
trade liberalization in a manner that is fully consistent with and supportive of this
Administration's strong commitment to protect the environment. The principles we
will advance here will include:

* Considering the environmental implications of the negotiations from start to
finish. President Clinton has committed to conduct an environmental review of
the likely consequences of the Round, and we have called on other countries to
do likewise. In the same vein, we have proposed using the WTO's Trade and
Environment Committee to help identify the environmental implications of ne-
gotiations as they proceed.

* Promoting institutional reforms to ensure that the public can see the WTO and
its processes, notably dispute settlement, in action; and contribute fn its work,
including assessment of the environmental implications of the new Round.

* Pursuing trade liberalization in a way that is supportive of high environmental
standards. This means, among other things, that the WTO must continue to
recognize the right of Members to take measures to achieve those levels of
health, safety and environmental protection that they deem appropriate-even

-when such levels of protection are higher than those provided by international
standards-in a manner consistent with our commitment to science-based regu-
lation.

* Identifying and pursuing "win-win" opportunities where opening markets and
reducing or eliminating subsidies hold promise for yielding direct environmental
benefits. Examples we have identified thus far include elimination of tariffs on
environmental goods through the Accelerated Tariff Liberalization initiative;
liberalization of trade in environmental services; elimination of fishery subsidies
that contribute to overfishing; and continued liberalization in the agriculture
sector.

* Strengthening cooperation between the WTO and international organizations
dealing with environmental matters. In this connection, we are pleased that dis-



40

cussions are going on right now between the WTO and the United Nations En-
vironment Program on increasing cooperation.

We have tabled a number of proposals in Geneva to advance these objectives, and
are carefully examining the proposals put forward by other countries on trade and
environment. In addition, as we look at other proposals from other countries that
are not trade and environment proposals per se, we will consider how they relate
to the environment and our commitment to high levels of environmental protection.
In all of this work, we welcome the input of this Committee and all stakeholders.

c. Trade and Labor
Likewise, the relationship between trade and labor is an especially important pri-

ority. As President Clinton said to the ILO Conference in June:
"We must put a human face on the global economy, giving working people ev-

erywhere a stake in its success, equipping them all to reap its rewards, pro-
viding for their families the basic conditions of a just society.'

Trade policy has a role to play in the realization of this vision. Development of
the trading system must come together with efforts to ensure respect for inter-
nationally recognized core labor standards. And the WTO system must bring the
broadest benefits for the largest possible number of working people in all nations.
Consistent with our statutory requirement under the Uruguay Round Agreements
Act, we are working to build an international consensus that will enable the WTO
to address the relationship between trade and labor issues.

In the Declaration issued at the WTO's First Ministerial Conference in Singapore,
WTO members renewed their commitment to the observance of core labor stand-
ards. This was the first time Trade Ministers had formally addressed labor stand-
ards. While this was an important first step, we believe that more attention to the
intersection of trade and core labor standards is warranted as governments and in-
dustries wrestle with the complex issues of globalization and adjustment. We also
believe the WTO has an important role to play in the process. We are continuing
to consult with Congress and the labor community in the U.S., as well as with WTO
members who share our interest, on contributions the WTO can make to the goal.

In January, we submitted a proposal for the establishment of a work-program in
the WTO to address trade issues relating to labor standards, and areas in which
members of the WTO would benefit from further information and analysis on this
relationship and developments in the International Labor Organization (ILO.) In ad-
dition, we will seek to enhance institutional links between the ILO and the WTO
through mutual observer status, to help facilitate collaboration on issues of concern
to both organizations. We will consult with the Committee on these matters in the
months ahead.

Work at the WTO on these issues is, of course, part of a broader effort centered
on the ILO, which with the President's leadership recently concluded a landmark
Convention on the Elimination of the Worst Forms of Child Labor. This builds on
a June 1998 Declaration on Fundamental Principles and Rights covering core labor
standards as well as a follow-up mechanism. In support of this work, the President
announced in his 1999 State of the Union address a Core Labor Standards and So-
cial Safety Net Initiative, including a budget request for $25 million for multilateral
assistance to be provided through the ILO, to help countries provide basic labor pro-
tections and improve working conditions. We also, of course, make use of the labor
policy tools in our trade statutes, notably the traditional conditionality undr.r the
Generalized System of Preferences, to promote respect for core labor standards,
among others.

3. INSTITUTIONAL REFORM

The past five years of experience with the WTO have also revealed areas in which
the institution can be further strengthened. It can more fully reflect the basic values
of transparency, accessibility and responsiveness to citizens..And it can do more to
ensure that its work and that of international organizations in related fields are
mutually supportive, to promote as effectively as possible the larger vision of a more
prosperous, sustainable and just world economy.

In response, we have proposed a set of reforms to make the WTO more effective
in its policy responsibilities and at the same time strengthen the WTO's base of pub-
lic support. These include:

Institutional Reforms that can strengthen transparency, and build public support
for the WTO by:

* Improving means for stakeholder contacts with delegations and the WTO; and
• Enhancing transparency in procedures, notably dispute settlement, and the dis-

semination of information about WTO issues and activities to the maximum ex-
tent possible.
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Capacity-building, to ensure that the WTO's less advanced members can imple-
ment commitments, and take maximum advantage of market access opportunities.
This plan is based on our close consultation with our partners in Geneva to ensure
that technical assistance and capacity-building programs meet the artual needs and
practical experience of less developed countries. This is to benefit aa well, advan-
tage, as it will help these countries grow and become better markets for U.S. goods
and services. Specific areas here would include:

" Improve cooperation, coordination and effectiveness among international organi-
zations in identifying and delivering technical assistance;

" Build upon and expand the "Integrated Framework" concept adopted to help
least developed countries implement commitments;

" Ensure the most effective use of resources on technical assistance programs;
" Strengthen capacity-building in regulatory and other infrastructure needs; and
" Explore a development partner program for the least-developed nations.
Trade Facilitation, which will ensure that U.S. small and medium-sized busi-

nesses as well as less developed economies can take full advantage of the market-
opening commitments created by the Round. Here, objectives would include:

" Clarifying and strengthening the transparency requirements of WTO Agree-
ments; and

" Helping to improve customs procedures on a global basis, so as to increase
transparency and facilitate more rapid release of goods, ensuring that our ex-
ports reach foreign markets more rapidly and with fewer encumbrances.

.I. TOWARD THE MINISTERIAL

In the months ahead, we will be working with our trading partners to develop
consensus on this agenda (including issues of timing, and benchmarks to ensure
that the negotiations begin and end promptly), preparing logistically for a successful
meeting in Seattle, andconsulting with the Committee and the Congress on all
these issues. We also hope to reach consensus on several initiatives which would
help build the foundation of a successful Round, and take advantage of existing op-
portunities to open markets and reform the WTO. They would include the following:

1. Accessions
The accession of new WTO Members, on commercially meaningful grounds, is a

major endeavor and critical for the creation of a fair, open and prosperous world
economy.

Since 1995, seven new Members have joined: Bulgaria, Ecuador, Kyrgyzstan, Lat-
via, Mongolia, Panama and Slovenia. Estonia and Georgia have completed their ne-
gotiations as well. All of these represent strong, commercially meaningful agree-
ments. With 31 more accession applicants, we look forward to further accessions on
a similar basis in the months ahead. Already this year, we have completed bilateral
negotiations with Taiwan and made significant progress on the accessions of Alba-
nia, Armenia, Croatia, Jordan, Lithuania, Moldova and Oman. We have also held
important and fruitful meetings with Russia, Saudi Arabia and Ukraine. Our hope
is that negotiations on a number of these accessions will have been completed by

November.
The largest applicant for accession to the WTO is, of course, the People's Republic

of China. After making significant progress in April, our negotiations with China
were interrupted for over fair months by the mistaken bombing of the Chinese Em-
bassy in Belgrade. We resumed informal discussions with the Chinese early this
month, and received direction from Presidents Clinton and Jiang at the APEC Lead-
ers Meeting in to begin formal talks at the APEC Leaders meeting in New Zealand.

2. Dispute Settlement Review
Second, to promote American rights and interests, and to ensure the credibility

of the WTO as an-institution, a dispute settlement system that helps to secure com-
pliance with WTO agreements, provides clarity in areas of dispute, and is open to
public observers is of great importance.

Our experience thus far with dispute settlement has been generally positive: we
have used the system more than any other WTO member, with many successful re-
sults. The European Union's failure to implement panel results in two cases, how-
ever, has been very troubling. While we have retaliated against the EU in both in-
stances, in a WTO-consistent fashion, we hope to take steps so that in the future,
losing parties must comply or face penalties in a more timely fashion. Likewise, we
bel ,e the system can be more responsive to citizen concerns in a number of ways,
notably through greater public access.

Thus, in the ongoing Dispute Settlement Review at the WTO, we are seeking to
ensure greater transparency and timely implementation of panel findings. We are
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particularly interested in providing for earlier circulation of info rmation on panel re-
ports, making parties' submissions to panels public, allowing for submission of ami-
cus briefs and opening the hearings to observers from the public. Our hope is to con-
clude much of this work by the Ministerial.

3. Electronic Commerce
As I noted earlier, we have begun a long-term work program in the WTO to en-

sure the unimpeded development of electronic commerce. In the immediate future,
our priority is to avoid the imposition of tariffs on electronic commerce. No WTO
member now considers electronic transmissions as imports subject to customs du-
ties-a policy affirmed when we led in securing the May 1998 "standstill" on e-com-
merce tariffs. We are working to secure consensus on extending this policy by the
Ministerial, which would help us prevent the future imposition of an enormous new
burden on this growing avenue for trade.

4. Market Access
Fourth, we hope to achieve agreements which expand market access opportunities

in areas of interest to U.S. producers and to our trading partners in the months
ahead. Two examples could include completion of the Accelerated Tariff Liberaliza-
tion begun in APEC (eliminating or harmonizing tariffs in chemicals; energy equip-
ment; environmental goods; fish and fishery products; gems and jewelry; medical
equipment and scientific instruments; toys; and forest products' and an Information
Technology Agreement II, adding new products to the areas rlready covered by the
existing ITA.

5. Collaboration with Other International Organizations
Fifth, we are working toward making the WTO more able to collaborate with

other international institutions, and vice versa, to support economic stability
through mutual observer status, joint research programs when appropriate, better
organization of technical resources, mutually reinforcing programmatic advice and
assistance, and other specific initiatives. Such organizations would include the
World Bank, the International Monetary Fund, the Intcrnational Labor Organiza-
tion, the UN Environmental Program, the UN Development Program, the OECD,
UNCTAD, and others.

6. Transparency
Sixth, specific measures to improve transparency, both as an institutional matter

within the WT&;-and in governance worldwide. Two priorities include:
* WTO-The WTO should ensure maximum understanding and access to meet-

ings and procedures, consistent with the government-to-government character of
the institution. As I noted earlier, dispute settlement is a special focus for this
work. Essential goals include such additional measures as more rapid publica-
tion of panel reports, and more rapid de-restriction of documents.

• Transparency in Government Procurement-The WTO can also help to promote
transparency and good governance worldwide. In this regard, an agreement on
transparency in procurement would create more predictable and competitive
bidding, which would reduce opportunities for bribery and corruption, and help
ensure more effective allocation of resources. The APEC Trade Ministerial and
Leaders Meeting both offered strong support for this goal.

7. Recognizing Stakeholder Interests
Seventh and finally, it is clear as trade grows and the trading system develops,

ii terest in the WTO will also grow. This is clear from the interest many American
civil society organizations (including businesses, labor organizations, agricultural
producers, women's organizations, environmental groups, academic associations and
others) have shown in the Ministerial and our plans for the Round. We believe this
is a healthy development, and further believe delegations and WTO staff will benefit
from hearing a broad range of opinions and views on the development of trade pol-
icy. We are thus working toward consensus on methods for such stakeholder organi-
zations to observe meetings as appropriate, and share views as delegations develop
policy.

I am pleased to report that the WTO will convene a symposium which will allow
dialogue between WTO members and civil society as the Ministerial begins. This
event will be all the more important as it will allow for dialogue between WTO staff,
WTO, senior officials from member countries, and interested citizens as the activi-
ties leading up to the Ministerial conclude and the event begins.
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CONCLUSION

In summary, Mr. Chairman, the United States in the months ahead has a re-
markable opportunity.

Our predecessors in ten Administrations and twenty-five Congresses have left us
a legacy of bipartisan commitment and achievement -in creating a fair and open
world trading system. As a result of their work, American workers are more produc-
tive, American companies more competitive and American families more prosperous
than ever before.

In the years ahead, we can do the same for the next generation, if we work to-
gether to ensure that the WTO is adapted to address new areas of commerce, per-
sistent trade barriers, and the concerns of our citizens. As host and Chair of the
Seattle Ministerial Conference, we have a keen responsibility to help create and
bring to completion the agenda that will realize this vision. We look forward to
working in partnership with the Members of this Committee to do so.

Thank you very much.

PREPARED STATEMENT OF HON. WILLIAM M. DALEY

Mr. Chairman, Senator Moynihan, thank you for the opportunity to appear before
the Committee today to discuss the upcoming Seattle Ministerial meeting of the
World Trade Organization (WTO) and the new round of trade negotiations to be
kicked off at Seattle. We are at an historic crossroads in our economy where it is
critical that U.S. companies and American workers position themselves to take ad-
vantage of and meet the challenges presented by the growing world economy. The
new round is important to how the United States trades and competes in the world
economy and how we can best secure gains for American workers in the global envi-
ronment.

As Ambassador Barshefsky and Secretary Glickman explain in their statements,
agriculture is central to these negotiations. We must remove the trade barriers that
are preventing America's farmers from being able to compete fully in world markets.
However, agricultural trade is not our only objective, for despite decades of trade
liberalization, America's manufacturers still do not face an open and level playing
field in world markets. And in the huge services sectors, trade rules have only bare-
ly begun to address the barriers that severely limit market openness.

Ambassador Barshefsky's statement provides the overview of the Administration's
objectives. All of these are important from the Commerce Department's perspective,
but rather than repeating them in my statement, I would like to explain the prob-
lems that our industrial and services exports face in world markets and focus on
the highest priority areas where the Commerce Department will be concentrating
its efforts. We are working very closely with USTR on these issues and our staffs
are pooling their resources so we have the best analysis and strongest positions pos-
sible.

We are also working closely with the business community on Seattle and the
WTO agenda through our official advisory committee process, with the Coalition for
Trade Expansion and with the President's Export Council (PEC). We have heard
from many parts of the business community and labor. We have also heard a lot
through the National Trade Education Tour I have been conducting around the
country.

I am particularly pleased by the PEC's letter to the President that was delivered
just this week. The PEC's labor, business and Congressional members presented
solid advice in all areas of the WTO agenda, from agriculture to services, to labor,
to government procurement, investment and implementation of existing agreements.
It is full of helpful goals and priorities and I strongly urge this Committee to study
it. It is clear evidence that business and labor can make common cause on trade
issues.

I would like to focus my remarks today on six priorities:
" Compliance with existing agreements;
" Non-agricultural tariffs and market access, including e-Commerce;
" Services;
" Government procurement;
" Labor and environmental priorities; and
" Trade facilitation.
There is one area that I want to stress is where we do not want to negotiate-

antidumping and countervailing duties.
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IMPORTANCE OF THE ROUND TO INDUSTRY AND LABOR

Let me begin, though by reviewing just how important trade has become to our
economy and why new trade negotiations are important to America's firms and
workers. Since WWII the increasingly open global trade regime has provided re-
markable benefits to the United States and the rest of the world. Since the begin-
ning of the GATT in 1948, in fact, world trade has grown 15-fold and tariffs have
been reduced by 90 percent. Where the trade club once comprised a handful of de-
veloped countries, the WTO now comprises 134 members-most of them LDCs.

Exports have been one of the keys to the U.S. economic boom of the 1990's, pro-
viding nearly one-quarter of our economic growth since 1991. We are the world's
largest exporter, with $934 billion in exports of goods and services last year. The
recent fall of exports to some key markets experiencing economic distress--espe-
cially in Asia-demonstrates just how integrated our economy has become with the
rest of the world. About 12 million American jobs are supported by exports-jobs
tending to pay significantly more than the average. In the manufacturing sector,
roughly one in every four jobs is now related to exports. On the import side, Ameri-
cans have been able to buy the broadest and most economical range of products in
the world, further enhancing the competitiveness of our industries that use im-
ported inputs and our standard of living. America is in its 102nd month of economic
expansion-the longest peacetime expansion in history. Employment is at record
levels. Inflation and unemployment are at their lowest in a generation, and we have
created more than 19 million new jobs. The American economy is the world's most
productive and most competitive.

But today we are also faced with the largest trade deficit in our history. In large
part the deficit is a reflection of the rapid growth of the U.S. economy and the eco-
nomic difficulties abroad. Our imports continue to grow, pulled by the purchasing
ower of the American consumer and U.S. industry, but our exports are stagnating
ecause of economic conditions abroad. Working with our trading partners to obtain

faster economic growth abroad is an important prerequisite for having our trade def-
icit contract. However, there is also a structural element to our trade deficit. Part
of this is due to the difference over the years between the more open U.S. market
and the higher market barriers in some other parts of the world.

Tariff bindings in Asian countries, for example, are typically in the 10-25 percent
or higher range, while our tariffs on Asian products average 3.2 percent-and more
than 40 percent of Asia's exports to the United States enter duty free.

Non-tariff barriers in many parts of the world are even more important impedi-
ments to our exports. Services trade, for example, lags far behind trade in goods as
far as trade liberalization. Government procurement, which accounts for $3 trillion
in global business, is another area where American companies find themselves at
a disadvantage. These and other barriers can best be beaten back and eliminated
by having a new round of trade negotiations. The United States, with many of the
most innovative and competitive industries in the world, has much to gain from the
new round. The more level the playing field, the better off we are. That is why there
is such a critical need for a new round, one that will address the imbalance in op-
portunity.

COMPLIANCE WITH EXISTING AGREEMENTS

Before I discuss new priorities for manufacturing and services, though, I want to
state unambiguously that compliance with and enforcement of existing agreements
is our first priority. We negotiated hard and long in the Uruguay Round, and we
cannot tolerate any attempt to either weaken existing agreements or to step back
from commitments.

Antidumping
A number of countries are suggesting that the antidumping agreement should be

reopened, including in particular a country with a huge and continuing global trade
surplus and that has ranked among the major dumping countries of the world. Mr.
Chairman, we should not, however, reopen the antidumping or subsidies agree-
ments, and we have already told this to our trading partners. Over the years, our
administration of the unfair trade laws has proven to be effective in addressing un-
fair trade practices against a wide array of goods including steel products, semi-
conductors, capital goods and agriculturalproducts. We have worked hard to ensure
that American workers and companies have strong remedies available to combat un-
fair foreign competition.

Last year, the steel industry was beset by a flood of steel imports. Steel imports
reached record levels; overall steel imports in 1998 were up 33 percent over 1997
levels. The Administration has responded effectively to the surges, and we have
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made strong enforcement of the unfair trade laws in a WTO-consistent manner a
centerpiece of our program. Since last fall, we have conducted, or are conducting,
more than 60 antidumping and countervailing duty investigations on steel products,
which have had a significant impact on the import surge. According to the prelimi-
nary import figures for August released last week, steel imports are down 29 per-
cent compared to Augst 1998. In particular, imports of hot-rolled steel are down
64 percent from their high point last fall, with imports from the three countries sub-
ject to antidumping and countervailing duty investigations-Japan, Russia and
Brazil-down 99 percent.

While the U.S. trade laws are effective in addressing unfair trade, I want to em-
phasize that they are not an impediment to legitimate trade. Over the past few
years, I have heard from some of our trading partners that our strong and vigorous
enforcement of these laws is a serious barrier to trading with the United States.
Let meput that myth to rest.

The U.S. market continues to be the most open market in the world. In 1998,
total U.S. imports were approximately $900 billion. Only about $4 billion of those
imports were covered by antidumping duty orders. That means that 0.44 percent-
less than one-half of one percent-of our worldwide imports were covered. Even if
imports covered by countervailing duty orders were added in, the figure only in-
creases to 0.50 percent.

Of course, exaggerating the impact of antidumping actions, as some have done,
makes it easier for them to argue for negotiations on the WTO Antidumping Agree-
ment in the New Round. We reject that idea.

WTO Members have not yet had much experience with the Antidumping and Sub-
sidies Agreements, particularly in the areas where the Uruguay Round made signifi-
cant changes. Even in the United States, while we are conducting our sunset re-
views in a fully WTO-consistent fashion, we are still in the early stages of com-
pleting such reviews, which are required to be conducted every five years to deter-
mine if antidumping or countervailing duty orders should remain in force and are
a major new feature of the Antidumping and Subsidies Agreements.

Moreover, while members like the United States are administering new laws
under the WTO Antidumping Agreement, a significant number of members are just
now enacting legislation or regulations implementing the requirements of the WTO
Antidumping Agreement. Others are still putting into place the structures, includ-
ing personnel, necessary to conduct investigations and some are only now con-
ducting their first cases under the new Agreement.

So far, the Agreement has been working well, which is reflected in the relatively
few dispute settlement proceedings in this area. The three panels that have been
convened so far have largely focused on discrete, technical issues which can best be
addressed through dispute settlement proceedings to determine if the Agreement
was properly applied to the facts. In light of the WTO's limited resources and al-
ready full agenda, the WTO should place its attention on improving, clarifying and
facilitating the implementation of existing antidumping and subsidies rules, rather
than negotiating a new body of more complex and elaborate rules.

We intend to use allmeans available to ensure proper implementation of the
WTO rules by our trading partners. We have been and will continue to use dispute
settlement where appropriate to address concerns about foreign cases against our
exporters that do not follow the rules. In addition, we intend to intensify ongoing
efforts in the WTO Antidumping Committee's Ad Hoc Group on Implementation,
where work on this subject has been yielding constructive results. In the Ad Hoc
Group, members-can focus their efforts on sharing their experiences, clarifying in-
terpretations and improving technical assistance to permit all members to use anti-
dumping measures effectively and in full conformity with WTO obligations.

We support a commitment to technical assistance that will enable new users--
developing countries in particular-to implement properly the very complex require-
ments in the Antidumping Agreement. We believe that implementation, not renego-
tiation, is important not only because the United States is a user of trade remedy
laws, but also because proper implementation by our trading partners will safe-
guard the interests of U.S. exporters. In the end, helping other nations to implement
these agreements fully, as we have, will go a long way toward promoting full inte-
gration of the global economy.. -

Similarly, although genuine issues of competition are certainly relevant to real-
izing the benefits of market access negotiated in the WTO, we also do not want ne-
gotiations on trade and competition included in the new Round. Some of our trading
partners view this as a vehicle for amending the antidumping laws. Eight years of
tough negotiations on the Antidumping and Subsidies Agreements during the Uru-
guay Round resulted in strong measures against dumping and unfair subsidies, and
we do not want to see those efforts reversed in a new Round.



Intellectual Property and Other Agreements
I also want to stress that compliance with other WTO agreements, both in terms

of ensuring enforcement of our trade rights under existing obligations, and compli-
ance with upcoming deadlines for implementing Uruguay Round commitments are
of extremely high priority.

Developing countries, comprising the majority of the WTO members, were given
until the end of this year to come into compliance with key Uruguay Round commit-
ments, particularly the Trade- Related Aspects of Intellectual Property (TRIPs),
Trade-Related Investment Measures (TRIMs), Subsidies, and Customs Valuation
agreements. These are vital parts of the overall balance of concessions made by na-
tions at the end of the Uruguay Round. We have kept our commitments, and we
insist that others do the same. When we look at intellectual property (the TRIPs
agreement), for example, company after company have made it clear to the Com-
merce Department their number one priority is that the less developed countries
keep their promises and implement these agreements fully and on time. We intend
to work hard for that, and to work with USTR for full recourse to dispute settlement
or use of U.S. trade laws if necessary.

We agree fully with the need to help the most impoverished nations experience
greater economic growth. It is important to understand, though, that in order to ob-
tain economic growth, the least developed nations must open their markets to trade
and investment and must practice principles of good governance. It is openness that
brings growth. So while we agree with the need for a special sensitivity for the re-
quirements of the least developed countries, we see no inconsistency with requiring
these countries to provide genuine market acce-s to our goods and services and to
live up to their commitments in the WTO.

I want to point out, moreover, that the United States has been by far the largest
export market for developing countries. U.S. imports from LDCs account for over 20
percent of their global exports-three times as much as Japan, the second-leading
market for their goods. In fact, the United States imports more from LDCs than do
their next three largest markets combined! While we need to focus on the needs of
the least developed nations, it is certainly time for other industrial and advanced
developing nations to step up and do more than they have.

We also need to vigorously pursue trade agreements compliance on the part of de-
veloped countries and ensure that we enforce our trade laws. There is little benefit
in negotiating agreements without ensuring that the agreements are honored and
that American firms and workers get the full benefits and opportunities intended.
Getting what we bargained for is. good for Ameican business and American workers
and is one of the best ways to build confidence that trade agreements actually work.
I have made trade compliance a priority within the Commerce Department, and we
are working aggressively through our trade compliance initiatives as well as work-
ing very closely with Ambassador Barshefsky's Trade Agreement Enforcement unit.

NON-AGRICULTURAL TARIFFS AND MARKET ACCESS

Let me now turn to the need for further reductions of non-agricultural tariffs
abroad. As I have indicated, there is a serious disparity between our tariffs and
those in many other countries, particularly in Asia and Latin America. Many of our
most competitive exports still face tariff barriers overseas that can be several times
as high as those levied by the United States.

Accelerated Tariff Liberalization
Our first goal is completion of the Accelerated Tariff Liberalization initiative

(ATL) by the time of the Seattle Ministerial meeting. The ATL, which is an initia-
tive of the Asia Pacific Economic Cooperation (APEC) process, would eliminate or
substantially reduce duties in eight sectors--chemicals, energy, environmental goods
and services, fish, forest products, gems and jewelry, medical and scientific equip-
ment, and toys. At the recent APEC Ministerial meeting in Auckland, I was pleased
that APEC Ministers issued a strong statement in support of efforts to conclude
agreement on the ATL in the WTO in 1999.

The ATL sectors are enormously important to the United States. They account for
$198 billion of U.S. exports-29 percent of all U.S. merchandise exports. U.S. ex-
ports in the ATL sectors last year supported 2.2 million American jobs-more than
one in every four jobs related to merchandise exports. The ATL's elimination or sub-
stantial reduction of duties would go a long way toward eliminating some of the
sharp tariff disparities that now exist.The agreement would be of global benefit. For example, the European Union,
which currently is resisting reaching agreement at Seattle, would benefit at least
as much as the United States. The European Union has been giving one reason
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after another for refusing to work with us on this initiative, including saying that
these sectors were not chosen by them and are not commercially interesting to
them.

A recent Commerce Department study of detailed European trade data, though,
shows that 31 percent of the EU's global exports (even excluding intra-EU trade)
are in the ATL sectors-an even higher percentage than for the United States. I
am hopeful that with the new European Commission the EU will take a new and
more open-minded view of the ATL, and that the additional information developed
by Commerce's International Trade Administration can help bring Europe on board
and get this valuable initiative moving to a successful conclusion by Seattle.

Recently, there were concerns raised in Washington about whether the goal of
achieving agreement on the ATL by the time of the Seattle Ministerial-an "early
harvest"-would impede the attainment of our vital agricultural goals for the new
round. The Administration's position has consistently been that aggressive reform
of agricultural trade is at the heart of U.S. negotiating objectives in the new round.
Achieving an agreement on ATL at Seattle is completely consistent with our agricul-
tural goals, andin no way will detract from their attainment. In fact, our approach
to ATL provides stronger incentives for a successful conclusion of agricultural nego-
tiations.

Following lengthy consultations with the agriculture community, business, and
members of Congress, the U.S. position is that any agreements reached at Seattle
or early in the new round should only be implemented on an "interim" basis pending
the final acceptable conclusion of all new round issues, including agriculture. We are
committed to ensuring that interim results will be considered fully as an integral
part of the overall balance to be determined at the conclusion of the new negotia-
tions. This approach has been accepted by the APEC Ministers, whose declaration
states, " . . . implementation should be undertaken on a provisional basis with full
and final binding as part of the conclusion of the single package." Failure to reach
full agreement, including on agriculture, would mean that the ATL tariffs could re-
turn to their original levels. This is a powerful incentive for success on a wider pack-
age.

ITA-2
We are also working for agreement at Seattle on lower tariffs in information tech-

nology products, the so-called "Information Technology Agreement-2" (ITA-2) to
broaden the product. coverage of the highly successful Information Technology
Agreement (ITA) concluded in 1997. The ITA agreement eliminates tariffs on infor-
mation technology products on the part of countries accounting for the vast majority
of trade in these goods. One- third of our growth has come from information tech-
nologies. A successful ITA-2 will eliminate tariffs within four years on many prod-
ucts which were not covered in the original ITA.

E-Cornmerce
Tariffs related to electronic commerce are also on our agenda for Seattle. E-com-

merce is now growing faster than even the most optimistic forecasts. Current esti-
mates are that within a few years, more than a trillion dollars in business trans-
actions will be done over the internet. The role of government is to enable e-com-
merce to grow and develop at its own pace. In other words, do not over-regulate or
over-tax. Stifling e-commerce would be bad for the long-term economy of America
and for the rest of the world. By the Seattle Ministerial, our goal is to have agree-
ment within the WTO to extend the current moratorium on tariffs on electronic
transmissions. Ultimately, we want to reach agreement on permanent duty-free
cyberspace.

Other Tariffs and Market Access Barriers
In addition to these agreements, we have other tariff objectives to pursue as part

of the new round itself.We seek reduction in tariffs on a broad range of industrial
products. Given the disparity between U.S. tariffs and many foreign tariffs, it is par-
ticularly important to us that we use applied rates rather than bound rates as the
basis for any broader tariff negotiation. We must negotiate from applied rates and
then get those new, lower, applied rates bound. This is necessary in order to obtain
genuine improvements in market access. The reason this is important is that many
countries apply tariffs that are lower than the rates they have bound in the WTO.
A country may, for example, have bound a tariff at 40 percent, but may actually
be charging a tariff of 15 percent. If that country negotiated a reduction in its bound
rate, it could cut it in half and still end up wit a ound rate higher than the rate
it is actually charging. We would make a real cut and get nothing in return.

Additionally, standards, testing and certification procedures, regulations that are
not based on legitimate health or safety needs and a scientific basis, and many



other forms of barriers are still formidable obstacles. These need also to be consid-
ered in market access discussions.

SERVICES

Services are an extremely important part of our economy, but have lagged far be-
hind goods in terms of global trade liberalization. In 1998, service industries pro-
vided over 86 million U.S. jobs and accounted for 78 % of private s.ctor output. Last
year, our commercial services exports were $246 billion (excluding military and gov-
ernment services), and returned us a trade surplus of $83 billion. Services are help-ing to drive the global economy as well. Global services trade-approximately $1.3
million annually-accounts for more than 22% of world trade and more than one in
every seven dollars of global production.

In this round, we are seeking to expand the first multilateral agreement on serv-
ices--GATS-which was concluded as part of the Uruguay Round in 1994. The
GATS established a framework for rules applicable to trade in services and estab-
lished MFN treatment as its standard. However, many countries only made a lim-
ited number of specific commitments--and frequently only standstill commitments.
We need to see trade in services liberalized by expanding market access and broad-
ening and deepening services commitments made by WTO members. We need to in-
crease the number of industry sectors listed in each country's schedule and deep-
ening commitments. Another important objective is to promote regulatory reform, so
that domestic regulations do not unnecessarily restrict trade.

This new round offers the opportunity to liberalize a broad range of services sec-
tors. Commerce is consulting with industry to ensure full awareness of their inter-
ests, objectives and concerns by coordinating closely with U.S. industry advisors and
through industry policy round tables, organized by our Office of Service Industries.
Recent round tables have included healthcare, education and training, express ship-
ping, subscription television, distribution services, energy services, and hotel man-
agement and operations. It is clear that deeper commitments should be sought in
fin nce and telecommunications, together with fundamental improvements in the
corimitments on distribution, audiovisual, construction, travel and tourism, the pro-
fessions, education and healthcare services, and new commitments in energy and
environmental services and transportation, especially express shipping.

TRANSPARENCY IN GOVERNMENT PROCUREMENT

Another important objective for us is agreement by the time of the Seattle Min-
isterial on transparency in government procurement. Only a small number of WTO
members have signed on to the existing plurilateral Government Procurement
Agreement. Most WTO members currently have no binding obligations in this area,
and a new global agreement on transparency in government procurement would ad-
dress what U.S. companies have told us is one of the most significant barriers to
participation in global government procurement markets-a pervasive lack of trans-
parency and due process in procurement procedures.

A transparency agreement in government procurement would ensure that Amer-
ican companies would be able to obtain information about what procurement oppor-
tunities exist, the conditions for participation in contracts, and award criteria. This
would significantly help level the playing field in the huge global government pro-
curement market, which has been estimated at over $3 trillion annually, or as much
as 10 to 15 percent of global GDP.

This is a win-win issue because developing countries are themselves greatly dam-
aged by lack of transparency, and their economic development is impaired by the
corruption and bribery which results from lack of transparency. The Asian Develop-
ment Bank reports that up to 50 percent of the revenue of some countries is wasted
through corruption, and that bribery can double the cost of government purchases.

This agreement goes hand-in-hand with the OECD Antibribery Convention which
went into effect this year. This is an objective that the Congress and I sought for
a long time. The stakes are huge. Over the last five years, we received allegations
that bribery of foreign public officials influenced decisions on nearly 300 major com-
mercial contracts valued at about $145 billion.

Commerce staff are working closely with USTR and State to bring this agreement
to the point at which it can be adopted in Seattle. We are making good progress,
and a growing number of countries are signing on to the idea.

LABOR AND ENVIRONMENTAL PRIORITIES

While globalization and trade liberalization contribute to prosperity, there are
consequences to such growth that must be addressed. Market expansion, economic
interdependence and globalization also cause severe dislocations. The answer is not
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to revert to protectionism or to halt globalization-but to address the concerns of
those not riding the tide of prosperity.

The National Trade Education Tour that I have been conducting around the
United States has shown clearly the extent of concern. Americans are concerned
that trade rules disadvantage them and do not address certain disruptions and con-
cerns. People see layoffs, not payoffs when it comes to trade. They also believe that
trade rules are set in disregard of the concerns of consumers and workers and are
generated in invisible ways giving people no voice in the process that so vitally af-
fects their economic future. The WO process must be made more human and trans-
parent. People must be able to see and understand that the global trade system
works for them and the environment in which they live.

We know that one measure of the success of the world trading system must be
whether workers benefit from the economic growth and development that trade canbring. In the WTO's First Ministerial Conference in Singapore, WTO members re-

newed their commitment to the observance of core labor standards. While this was
an important first step, it is time to build on that agreement and move forward.
More work is needed in the WT O to assist governments and business as they grap-
ple with the troublesome issues of globalization and adjustment. We want a work
program in the WTO which addresses trade issues and their nexus with labor
issues, including further work on how the implementation of core labor standards
affects trade flows. We want to see elimination abroad of exploitative child labor and
increased respect for internationally recognized core lakor standards. We also sup-
port closer cooperation between the WTO and the International Labor Organization
to facilitate work on both trade and labor. The Administration will be introducing
a proposal in the near future with specifics on how to move forward on this issue.

The President's Export Council has made its views known on this important issue
in its letter this week. Let me quote from it.

"The PEC believes that the development of the global trading system must pro-
ceed in parallel with efforts to ensure respect for core labor standards and its re-
sults must include benefits for working people in all nations. The Singapore Dec-
laration of core labor standards was an important first step . . . More work is war-
ranted as governments and business grapple with the complex issues of
globalization and adjustment. There is a mutually reinforcing relationship between
core labor standards and trade liberalization so that adherence to such standards
does not negatively affect the economic performance of developing countries." Along
with its other recommendations on this issue, I think the PEC has made a tremen-
dous contribution to progress, Mr. Chairman. It is a significant step.

The key motivating factor for our efforts of course is to simply do what is right
for workers here and elsewhere. But a second benefit of our efforts will be to in-
crease public support for further trade liberalization efforts. It is clear that a more
comprehensive global trading system can indeed be achieved if there is confidence
worldwide among workers that their rights and standards of living will not be jeop-
ardized. The WTO must also become more transparent in its workings, and interest
groups must be able to voice their views and see how the process works.

We must also be able to show that the trading system supports high environ-
mental standards. Trade and protection of the environment must be mutually rein-
forcing, and we must ensure that trade liberalization contributes to sustainable de-
velopment. We have proposed using the WTO's Committee on Trade and the Envi-
ronment (CTE) to identify andd iscuss the environmental implications of the round.

The CTE, without serving as a negotiating forum, can provide important input
into both national deliberations and the actual negotiations as it reviews environ-
mental issues in all areas of the round on a continual basis. Further, the United
States has also committed to perform a written environmental review of the likely
consequences to the environment of the new round. The review will allow for public
input and will be sufficiently early in the process to take the potential positive and
negative environmental effects into account as we formulate our positions.

Additionally, we are seeking concrete accomplishments that will benefit the envi-
ronment. I would like to single out one particular goal that the Commerce Depart-
ment, particularly given its role in fisheries, is seeking in the new round-the
worldwide elimination of trade-distorting and environmentally-harmful fisheries
subsidies. Recent studies by the FAO have highlighted the dire condition of global
marines resources: over 60% of the world's fisheries are either fully exploited, over-
exploited, depleted or slowly recovering from the effects of over-fishing. World Bank
reports highlighted the large scale of government subsidies in this sector-about
$14-20 billion annually. These subsidies lead to overcapacity in this sector and are
one of the causes of the depletion of fisheries resources. These subsidies are also
trade-distorting: they lead to overproduction and encourage inefficient producers to
remain in the market. Elimination of agricultural export subsidies will also benefit
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the environment. As another concrete accomplishment, the elimination of tariffs on
environmental goods and substantial liberalization of environmental services will
also directly contribute both to economic growth and development, as well as envi-
ronmental protection.

ASSISTING SMALL EXPORTERS

One thing that has not been stressed enough in previous trade rounds is the role
of small business in global exports. The day is long gone when exporting was impor-
tant only to the Fortune 500. While most of the dollar value of exports still comes
from large firms, the vast bulk of exporters are small and medium-sized firms. In
fact, a study that the Commerce Department conducted jointly with the Small Busi-
ness Administration shows that of the 113,000 U.S. enterprises engaged in export-
ing, 97 percent are small and medium-sized firms. Helping small businesses export
is one of the central missions of the Commerce Department. If we are to succeed
in expanding the contribution of exports to our economic growth, we need to enlist
the drive and creativity of America's small business sector.

These firms will certainly benefit from the trade liberalization goals we have out-
lined as priorities for the new round, but in the Commerce Department's discussions
with smaller firms it is clear that the present complexity of customs and other trade
procedures are in themselves a huge trade barrier. Small companies tell us that one
of their most important needs is the simplification of customs clearance procedures,
with lower costs and faster clearance of goods through customs. Improving customs
and other procedural aspects of trade goes by the term "trade facilitation." In July
the United States tabled a proposal in Geneva with specific ideas on how to make
progress in this important area.

The costs of transacting small amounts of trade will become an even more impor-
tant factor as e-commerce grows and smaller firms become even more significant in
international trade. Work in this area will also benefit firms from less advanced
economies and allow them to participate more effectively in the global economy.

CONCLUSION

Mr. Chairman, we are on the verge of launching a new trade round that will
build, to a great extent, on the sound framework created by previous rounds. I am
working closely with our private sector, directly and through our advisory commit-
tees, to ensure that the new negotiations wi1 strengthen the multilateral trade
framework necessary for America to increase its exports and to thrive into the 21st
century. At the same time, I recognize the need to address the voices of our other
stakeholders--our workers, consumers, and environmentalists-to ensure trade does
not undermine our other vital goals.

Through my National Trade Education Tour, I have been working intensively
with all of these stakeholders to form a domestic consensus for trade which is so
essential to continued trade liberalization. It would be more than unfortunate-it
would be economically disastrous-to allow misinformation and misplaced apprehen-
sion to divert us from action which has repeatedly been shown to be most productive
for the country. That is why I continue to reach out in an effort to begin to bridge
the differences among the groups and forge a national consensus on the importance
of trade for America's continued prosperity.



THE PRESIDENT'S EXPORT COUNCIL
WASHINGTON, D.C. 20230

September 22, 1999

The Honorable William J. Clinton
President of the United States
The White House
1600 Pennsylvania Avenue, NW
Washington, DC 20500

Dear Mr. President:

The upcoming World Trade Organization (WTO) Ministerial Meeting in Seattle represents a
unique opportunity for your Administration, and for the United States, to advance the principles
of trade liberalization and support for the rule of law that have been the hallmark of U.S. trade
policy for the past fifty years. Seattle also provides an ideal opportunity to launch a much
needed public education campaign to restore an appreciation for global trade to sustain and
enhance America's future prosperity. The PEC's recent experience with the national trade
education tour has demonstrated the critical need for this effort. We urge you to take advantage
of the Seattle Ministerial to further the mission of defining a national consensus on free and fair
trade.

As members of your Export Council, we have been working to help define guiding principles for
the Seattle Ministerial, as well as recommendations relating to key objectives which we believe
should be part of the Ministerial declaration launching a new round of multilateral trade
negotiations under the auspices of the WTO. The results of our deliberations follow.

The PEC strongly believes that a critical component of America's economic prosperity is
nurtured by trade growth and stimulated by trade liberalization, although there are social
consequences that accompany such growth that must be addressed. The WTO, and its precursor,
the General Agreement on Tariffs and Trade (GATT), have helped stimulate economic expansion
by ushering in fifty years of declini-g tariffs, setting ground rules for and reducing barriers to
trade in both agricultural and industrial goods, while at the same time recognizing the need to
maintain safeguard and other measures to respond to unfair trade practices. The Uruguay Round
covered for the first time trade related intellectual property rights and services, brought
agriculture under GATIT rules, and established a meaningful V/TO dispute settlement system.

The WTO is the leading engine for trade liberalization worldwide. It is imperative that we use
the opportunity presented at Seattle to improve, extend, enforce and clarify WTO principles.
Advancing the cause of further liberalization is an obligation, not a choice. Ninety-six percent of
the world's population lives beyond America's borders, and technological advances in
communications render these borders increasingly irrelevant in defining the marketplace where
Americans must compete. As the world's economic pacesetter, our commitment to renewing
America's national consensus for trade liberalization signals to the rest of the world that the U.S.
intends to maintain its leadership in the marketplace and at the negotiating table.
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Our discussions within the PEC, among our labor, business and Congressional members, yielded
recommendations in six key areas concerning the Seattle Ministerial and beyond:

1. Using Seattle as a Vehicle to Advance National Trade Consensus

To strengthen public support for further global trade liberalization, the launch of new
multilateral trade negotiations necessitates an ambitious public education campaign.
The campaign should explain the nexus between trade - exports and imports - and a healthy,
balanced US economy.

2. Launching the Seattle Round

A critical objective of the WTO Ministerial Conference is the launching of the new round
-of negotiations on the built-in agenda under the Agreement on Agriculture and the General
Agreement on Trade in Services. The Members of the PEC encourage the negotiators to keep
three key objectives in mind for these negotiations:

The length of the negotiating period should be no more than three years and
schedules for the implementation of commitments should be similarly compressed.
The timing must reflect the shortening of business cycles as a result of developments in
technology. The Uruguay Round started in 1986 -- but the negotiations were not
concluded until 1993, and the WTO Agreements did not enter into force until 1995 --
almost a decade later. Moreover, the phase-in of many important tariff benefits will not
be completed until 2005.

The scope of the negotiations must be broad enough to encompass not only the built-
in agenda for agriculture and services, but also other important trade issues facing
U.S. businesses today. Among other issues, this would include improved market access
for industrial goods, the streamlining of customs procedures (i.e., trade facilitation), and a
broadening of the government procurement agreement. Given that any improvements to
the existing WTO Agreements and commitments must be undertaken on the basis of a
single undertaking, the scope of the negotiations also must be sufficiently broad to
provide the basis for a successful conclusion. In addition, negotiators should strive to
complete negotiations on specific issues and begin implementing results throughout the
course of the negotiations, as long as this does not jeopardize their ability to reach
agreement in more difficult areas and there is a mechanism in place for suspending
implementation, if needed. This does not mean, however, that concrete progress towards
further trade liberalization cannot be achieved at the Seattle Ministerial or early in the
new round. Decisions should be taken at Seattle to conclude work on the pending
accelerated tariff liberalization initiative (ATL), the Information Technology Agreement-
II (ITA II), dispute settlement, e-commeice, transparency -- including transparency in
government procurement, trade facilitation, and trade in food.

* The Ministerial Declaration should establish basic ground rules for the negotiations.
The Ministerial Declaration must establish that new commitments should exceed -- but in
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no case be less than -- members' existing levels of trade liberalization. The Ministerial
Declaration should also include a standstill agreement to ensure that members do not
move backwards during the negotiating period.

3. Ensuring Enforcement and Implementation of Agreements

Strong enforcement and timely implementation of existing WTO obligations is critical
to gaining US public support for new agreements. Many Americans believe that trade
agreements are implemented and enforced only by the United States and therefore provide
benefits only to our trading partners. This growing perception has played a role in
undermining support for further trade liberalization. The PEC urges the Administration to
use the Seattle Ministerial to highlight the importance of fully implementing WTO
commitments. In particular, the Administration should ensure that developing country
members are prepared to fully implement by January 1, 2000 phase-in obligations under the
Agreements on the Trade Related Aspects of Intellectual Property Rights (TRIPs), Trade
Related Investment Measures (TRIMS), Subsidies and Countervailing Measures, and
Customs Valuation. The launching of the new round must not be conditioned on an extension
of time to implement existing WTO obligations. If countries do not take steps to implement
their obligations, the U.S. government must be ready to use the dispute settlement
mechanism to enforce timely compliance.

Improvements in the implementation of the results in WTO disputes are needed. The
WTO dispute settlement system is the primary mechanism for enforcing the WTO
obligations. Some countries, however, have not implemented dispute results in a full and
timely manner -- thus perpetuating the impression that only the United States complies with
our WTO obligations. The Administration should ensure that the WTO's ongoing review of
the WTO dispute settlement system clarifies the timeframes for completing disputes and
implementing the results, as well as the consequences for failing to-implement the results in a
timely manner.

Full implementation of TRIPS obligations must be one of the Administration's top
priorities. The TRIPS agreement has ushered in a new era of protection for intellectual
property around the globe, but its benefits will not be fully realized unless there is full and
timely implementation of all TRIPS obligations. The Administration should use the built-in
review process of the TRIPS Agreement as well as its own monitoring efforts to identify and
act on implementation problems. This review may make it premature to begin
comprehensive negotiations on TRIPS at the start of the new Round. Following the review
process, the Ministers may decide that further negotiations to strengthen the TRIPS
Agreement are appropriate.

The PEC urges the Administration to exercise leadership in providing and/or
facilitating assistance and training to help emerging economies to comply with WTO
requirements. We strongly support the development of programs such as USAID's
"Partnerships for Industry Development" (PFID). This cooperative program between



54

universities, the private sector, NGO's and USAID will help governments and industry in
emerging economies to come into compliance with the %TO Sanitay and Phytosanitary
(SPS) Agreement and other international food safety and quality standards. We also would
urge a review of how of multilateral institutions and regional banks could provide technical
assistance to countries struggling to implement WTO and other liberalization agreements.

4. Improving Transparency

Improvements in the transparency of the WTO, especially In the dispute settlement
system, are critical to further developing confidence in the WTO's open rules-based
trading system. These improvements, however, should not alter the requirement that only
WTO member-governments may be parties to a dispute. The WTO dispute settlement system
must become more open at each stage:

e Briefs must be made public upon submission;
o Meetings with the panel and appellate body must be open to the public;
o Business and other NGO's must be permitted to submit amicus curiae briefs;
o Dispute results must be made public at the time the results are-released to

parties.

o The Administration must exert all efforts to add or improve transparency requirements
in the WTO agreements to ensure that members comply with these agreements. WTO
members need to committhemselves to further transparency in their own
legislative/regulatory processes to further their commitments to an open rules-based trading
system. WTO members, as well as the individuals and businesses that are affected by
government actions, need to have a legitimate opportunity to comment and have access to
measures affecting trade. Members have the opportunity to genuinely demonstrate their
commitment to transparency by concluding the Agreement on Transparency for Government
Procurement in time for the Seattle Ministerial.

5. The Built-In Agenda on Agriculture and Services

Liberalizing Trade in Agriculture

The new round should bring liberalization in trade in agricultural products In line with
other goods and services. Bound agricultural tariffs currently average over 40 percent,
which is roughly the equivalent to the average industrial tariffs at the end of World War II.
The Uruguay Round Agreement, which included agriculture for the first time, laid the
foundation for the new round of negotiations to expand, liberalize and stabilize trade in food
and agricultural products. By eliminating barriers to trade in food, the best ares-for growing
food (such as the United States) can be linked with areas of the world where food is needed,
providing a growing world population with more, cheaper and better food and the foundation
for sustainable, environmentally sound agriculture. As a consequence, consumers will spend
less on food and have more resources available to spend on other goods, including imported
manufactured products, for a better life.
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Several specific negotiating positions will further this effort:

The average tariff rates for food are significantly higher than for non-food products,
averaging 50 percent by value, and need to be reduced to levels enjoyed by industrial
goods. U.S. negotiators should insist on a trade negotiating formula that will lead to
significant reductions in tariff peaks rather than a simple percentage reduction across
the board. Where possible, the negotiators should seek "zero-for-zero" concessions in
specific agricultural sectors.

The administration should seek expanded two-way food trade flows based on
agricultural specialization along lines of resource endowments. This will require
special assurances of access to food supplies on a non-discriminatory-bis.

Agriculture continues to suffer from trade-distorting domestic measures. The
negotiations should work for rules that allow countries to support their farmers only
in non-distorting ways. Export subsidies for agricultural commodities need to be
eliminated and state trading and other non-market activities need to be disciplined
through effective competition and choice.

o The WTO negotiators should seek enforcement of food safety standards based on
scientific knowledge and assessment (i.e., not arrived at through an arbitrary political
process), including market access for products of biotechnology. Issues of consumer
choice should be addressed in ways that minimize tradedistortions.

Liberalizing Trade in Services

The next round of trade negotiations should focus on expanding coverage of the
General Agreement on Trade in Services. This expansion can be achieved by:

" Increasing the number of members that make sector-specific services cormnitments;
" Expanding the depth of each member's commitments to ensure full market access and

national treatment; and
" Bringing new services under the scope of the agreement.

o In addition, the negotiations should improve existing obligations requiring transparency and
fairness in government regulations to ensure that service suppliers have adequate
opportunities to review and comment on proposed measures and to access final measures
affecting trade in services. The United States also should ensure that negotiations guard
against action that could impede the development of e-commerce.



6. Exploring the Links Between Trade and Labor

The PEC believes that the development of the global trading system must proceed in
parallel with efforts to ensure respect for core labor standards, and its results must
include benefits for working people in all nations. The Singapore Declaration of core
labor standards was an important first step in heightening attention to the intersection
between trade and core labor standards. More work is warranted as governments and
business grapple with the complex issues of globalization and adjustment. There is a
mutually reinforcing relationship between core labor standards and trade liberalization so that
adherence to such standards does not negatively effect the economic performance of
developing countries.

We commit our resources to address trade issues relating to labor standards and in
areas where members of the WTO would benefit from further information and analysis
on this relationship and developments in the ILO. Building a consensus about the
importance, to all nations, of a more comprehensive global trading system can be achieved if
there is confidence worldwide among workers that their rights and standards of living will
not be jeopardized. We further urge consideration of specific institutional links between the
ILO and the WTO to help facilitate a common agenda on issues of concern of both
organizations.

e We recommend that the Administration initiate a program through the Department of
Labor, similar to the Department's child labor investigation, to analyze the linkages
between core labor standards and international trade as related to a broader social
integration of nations. This will help enhance public awareness of the subject and in
developing a national consensus. It will also facilitate discussions in other organizations such
as the PEC.

Further movement on trade liberalization must also proceed in parallel with a serious
review of the efficacy of existing trade adjustment assistance programs. The
Administration and Congress must develop adjustment assistance programs which recognize
the realities of trade-displaced workers. Such realistic assistance programs must include
private sector participation to ensure job-training programs provide displaced workers the
skills the marketplace requires. We recommend the Administration, Congress and the private
sector develop and implement an adjustment assistance program which anticipates the needs
of displaced workers, providing stable resources, training and education which rapidly
prepares displaced workers for employment.

In closing, Mr. President, we commit ourselves, both individually and collectively, to assist you
in this undertaking. Exercise of Presidential leadership to extend the free trade agenda is clearly
in the national interest. Your commitment to launch WTO negotiations is imperative. While this
is necessary, it is not sufficient to sustain economic prosperity in this country. Success requires
skillful negotiators and a wise and comprehensive trade policy that marries negotiations at the

WTO together with negotiations in other venues, a social contract that nurtures a skilled
workforce in a dynamic economy, and an effective education campaign to explain the economic
and social value of trade.

Sincerely,

C. Michael Armstrong
Chairman
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PREPARED STATEMENT OF HON. DAN GLICKMAN

Mr. Chairman, members of the Committee, I am pleased to appear before the
Committee with Ambassador Barshefsky and Secretary Daley to discuss the new
round of multilateral trade negotiations on agriculture under the World Trade Orga-
nization (WTO).

IMPORTANCE OF TRADE TO U.S. AGRICULTURE

These are very difficult times for our farmers and ranchers. Nearly four straight
years of record production worldwide; financial problems in Asia, Russia and else-
where contributed to depressed commodity prices. In some cases, prices have fallen
to 30-year lows. The anguish and doubt among farmers in the United States is as
great as I have seen during my time as Secretary. I know each of you faces similar
problems with your own farmers and ranchers.

The key lesson from the last four years is the critical significance of trade to our
farm economy. Although boosting exports will not happen overnight and we cannot
export our way out of today's crisis, we must look to overseas markets for the long
term. Agriculture is already more reliant on exports than other sectors of'the econ-
omy as a whole. This reliance is projected to grow.

Accordingly, we need an open and fair trading system and reliable markets. Do
not take my word for it, look at the facts. The true test came in late 1997 and 1998
when 40 percent of the economies in the rest of the world stumbled badly. We are
not out of the woods yet, but we are seeing positive signs in Japan, South Korea,
and Southeast Asia. As a result, the Department of Agriculture (USDA) is fore-
casting a slight increase in U.S. agricultural exports in fiscal year 2000-to $50 bil-
lion.

U.S. GOALS FOR AGRICULTURE

In his last State of the Union address, President Clinton called on all the nations
of the world to tear down barriers, open markets, and expand trade; he said "we
must ensure that ordinary citizens in all countries actually benefit froin trade."

Nowhere is this more important than in agriculture. That is why the United
States has developed a bold agricultural agenda for the next round of WTO negotia-
tions that includes:

" The elimination of export subsidies, which make for unfair trading practices
and depress world commodity prices;

" Further reduction of worldwide tariffs, which average about 50 percent on agri-
cultural goods in other parts of the world as compared to about 8 percent in
the United States;

" The expansion of market access under tariff-rate quotas (TRQs).
" Developing disciplines on State Trading Enterprises (STEs) so that their oper-

ations do not distort trade;
" The facilitation of trade in products of biotechnology; and
" Opposing the opening of the Sanitary and Phytosanitary (SPS) Agreement to

ensure the continued effectiveness of the rules governing SPS measures, so that
regulations are based on scientific data and analysis and nations cannot mask
protectionism behind unvalidated, secretive studies.

Since we first outlined these goals, we at USDA have sought advice and ideas
from all segments of our agricultural industry through 12 listening sessions as we
develop our U.S. agricultural trade policy goals for the next round.

USTR and USDA continue to work through the Agricultural Policy Advisory Com-
mittee and the five Agricultural Technical Advisory Committees for Trade to gather
advice on the U.S. negotiating strategy. We will continue -to meet in Washington,
DC with all six committees leading into the Seattle ministerial in November. I am
pleased to report that we are engaged in a full interagency effort-Commerce, State,
Labor, Treasury, and other cabinet agencies are well steeped in the efforts to pursue
America's agricultural agenda.

As we plan our negotiating strategy, we also are consulting with other countries.
In August, I traveled to Argentina to attend the Cairns Group meetings in Buenos
Aires. Tomorrow, I will be meeting with the agricultural ministers of Canada, the
European Union (EU), Australia, and Jqyan as part of the Quint Group in Mon-
treal, Canada, to exchange ideas and their perspectives on the next round. While
we have many allies in our quest for freer and fairer world agricultural trade, there
is, of course, considerable opposition. There are powerful voices who see agricultural
trade not as a win-win situation, but as a zero-sum game where the exporter wins
and the importer loses.
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Both the U.S. and Chinese economies will benefit if the most populous country
in the world participates in the new round. China's accession to the WTO would
hasten its integration into the world economy and complement our efforts to main-
tain stability in the Pacific by linking China's economy more closely with the rest
of the worlds.

A sound agreement with China will open Chinese agricultural markets to U.S. ex-
porters, strengthen the world trading system, and give U.S. farmers and other agri-
cultural interests stronger protection against unfair trade practices and import
surges. The principles of the WTO-transparency, fair trade practices, peaceful set-
tlement of disputes, the rule of law-are those we hope to advance in China and
worldwide.

Our trade relationship with the EU illustrates the need for the agricultural re-
forms that I mentioned before. Earlier this year, in its Agenda 2000 proposal, the
EU retreated from fundamental reform of its domestic agricultural policies. These
polices have invariably led to the continued use of export subsidies and domestic
support programs that distort world prices and agricultural trade. Other countries
have also called on the EU to restructure its farm policies-in particular to elimi-
nate EU export subsidies. The Cairns Group has joined us in calling for the elimi-
nation of export subsidies.

The EU has yet to comply with WTO rulings on lifting the ban on imports of U.S.
beef from hormone-treated cattle and on its banana import regime. It is important
for the integrity of the system that all WTO members, including the EU, honor their
international obligations.

In biotechnology, the EU's slow pace, indecision, and failure to develop a con-
sistent, science-based approval process have disrupted trade and threaten to con-
strain innovation in one of the most promising new technologies for ensuring future
global food security. Under the rule-based system of the relevant WTO agreements,
countries must base their policies on science. To do otherwise will lead to trade
chaos and thwart progress for agricultural issues in the next round.

CONCLUSION

Mr. Chairman, everyone in this room knows the importance of trade to U.S. agri-
culture. In the recent past, we've been sobered by a global financial crisis that has
devastated many of the emerging Asian economies, as well as impacted Japan, and
softened demand in Russia. While we are seeing some strengthening in the Asian
economies, we continue to face global oversupply of many commodities that has sent
prices plunging to their lowest levels in years. We have learned that our farmers
cannot rely entirely on trade as their only safety net, but we must continue our ef-
forts to reform world agricultural trade so they have new, more open markets and
a level playing field.

As President Clinton said earlier this year in Chicago:
We ought to continue to expand trade. We ought to enforce our agreements
more vigorously. But I do not believe that a country with 4.5 percent of the
world's people can maintain its standard of living if we don't have more cus-
tomers.

To realize the potential of the global marketplace, we have a lot of work ahead
of us. We must construct a world trading system where every producer gets a fair
shake and where all products, goods and services are traded freely across oceans
and continents.

In the next round of WTO negotiations agricultural trade will be the focal point,
and we will be working hard to help American agriculture maintain and expand our
export markets overseas.

Mr. Chairman, that concludes my statement. I would be happy to answer any
questions the committee may have.
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[QUESTION FOR THE RECORD, SUBMITTED BY SENATOR ORRIN G. HATCH]

As a supporter of free trade, I fully understand that free trade must also mean
fair trade. The antidumpinig and countervailing duty laws which we fought so hard
for during the Uruguay Round are the cornerstone of fair trade and an open-market
policy. These rules don't target fairly-traded imports. Rather, they target those un-
fairly-traded imports-that is, dumped and subsidized imports-that disrupt the
U.S. market and other markets worldwide.

I have seen firsthand in my state the devastating effects of illegally-traded goods.
Two of the most significant'industries in my home state--the semiconductor and
steel industries-have been injured by unfairly traded imports. For these industries,
like so many others across America, the antidumping and countervailing duty laws
have served as the last line of defense. Without them, thousands upon thousands
of American jobs would be lost permanently.

Realizing the vital importance of these laws to American industry, can you ensure
us that the U.S. will not permit the antidumping and countervailing duty rules to
be put on the Seattle Ministerial agenda or be the subject of negotiations between the
U.S. and other WTO negotiators?





COMMUNICATIONS

STATEMENT OF THE ALUMINUM ASSOCIATION, INC.

Mr. Chairman and Members of the U.S. Senate Finance Committee:
The Aluminum Association appreciates the opportunity to present its views on the

U.S. negotiating objectives for the multilateral negotiations that will follow the
WTO Seattle Ministerial Meeting.

The members of The Aluminum Association are domestic producers of primary
and secondary ingot, aluminum mill products and castings. Mill products include
sheet and plate, foil, extrusions, forgings and impacts, electrical conductor, and wire,
rod and bar. The membership also includes producers of master alloys and additives
and aluminum pigments and powders.

The association is a primary source for statistics, technical standards and infor-
mation on aluminum and the aluminum industry in the United States. Member
companies operate approximately 300 plants in 40 states.

OVERVIEW

The members of the Aluminum Association are fully committed to a fair and open
world market for aluminum. We believe strongly that tariff elimination or reduction
should occur only as the result of the mutual ageement of all the parties to a tariff
negotiation, such as the up-coming WTO Seattle rund, and only over a multi-year
phase-in period.

BACKGROUND

The aluminum industry is global. The largest aluminum producers are multi-
national companies with production, fabricating and distribution facilities around
the world. During 1998, world aluminum production totaled an estimated 22.1 mil-
lion metric tons.

The leading producing countries include the United States, Russia Canada, the
European Union, China, Australia, Brazil, Norway, South Africa, Venezuela, the
Gulf States (Bahrain and United Arab Emirates), India and New Zealand; together
they represent more than 90'percent of the world primary aluminum production.

The major uses for aluminum are transportation, packaging and building and con-
struction and the largest markets are North America, Europe and East Asia.

The U.S is both a major importer and exporter of aluminum. Approximately 31
percent of the U.S. supply of aluminum was imported from foreign producers in the
in the fotm of primary ingot and scrap from Canada, Russia, Venezuela and Mexico
and mill products from Canada and the EU. U.S. exports amounted to 13 percent
of U.S. producer shipments in the form of ingot, scrap and mill products primarily
to Canada, Mexico and East Asia including Japan and Latin America.

Excluding NAFTA trade, the EU accounted for approximately 55 percent of U.S.
mill products imports and only 17 percent of U.S. exports. East Asia (China, Hong
Kong, Japan, Korea and Taiwan) accounted for 15.5 percent of U.S. imports and
consumed 30 percent of U.S. exports. Latin America accounted for 10 percent of U.S.
imports and 40 percent of U.S. exports.

A substantial part of U.S. exports to the EU are shipments which are duty free
under the Civil Aircraft Agreement.

The attached tables and charts provide comparisons of U.S. aluminum imports
and exports for 1998 by region. Also attached are tables showing U.S. imports and
exports for 1998 by product and country.

ANALYSIS

The members of The Aluminum Association are firm believers in the objective of
trade liberalization. They have long supported open and fair trade. They have seen
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the benefits from the elimination of tariffs and non-tariff measures under NAFTA
and from the decision by the government of Japan in 1987, to achieve parity with
U.S. tariffs on aluminum ingot, scrap and sheet and plate.

The members of the association fully understand that the Agreement on Civil Air-
craft, which provides for duty free access to the EU for aircraft parts, has enabled
them to compete for business in the EU aircraft market.

The potential growth of markets in Asia and Latin America promises opportuni-
ties now and, even more so, in the future. The realization of that potential can only
be redeemed when tariffs and other impediments to access to those markets have
been significantly reduced or eliminated.

As circumstances now stand, that realization will be delayed as long as high tar-
iffs are maintained on aluminum and products made with aluminum.

U.S. tariffs range from zero on ingot and scrap to 2.7 to 6.5 percent on most mill
products. The tariff on aluminum can sheet, which is the largest single aluminum
mill product consumed in the U.S. is three percent. By contrast EU aluminum tar-
iffs are six percent on ingot and 7.5 percent on mill products. Tariffs in Japan are
zero on ingot, the same as the U.S. for some categories of sheet and plate and 7.5
percent or more on all other mill products. For most developing countries aluminum
tariffs are in excess of 10 percent with many significantly higher than that.

CONCLUSION

It is highly unlikely that any of our trading partners will voluntarily reduce their
bound aluminum tariffs, except as the result of an agreement reached during trade
negotiations. Therefore, we recommend that, with respect to aluminum, the objec-
tive of the WTO Seattle Ministerial Meeting be to achieve:

an agreement by all major aluminum producing and consuming countries to
eliminate tariffs and other impediments to trade in aluminum by phasing out
those tariffs or other impediments, over a reasonable period of time, by a date
certain, to be determined through multilateral negotiations.

We thank you for this opportunity to express our views on this important subject.

Attachment.

U.S. ALUMINUM EXPORTS BY REGION-1998
(Millions of Pounds)

Region Total Ingot Scrap & Dross Mill Products

North Am eric ................................................................................. 2,328 445 480 1,404
Latin Am erica .................................................................................. 320 6 3 311
European Union .............................................................................. 143 8 5 131
Other Europe.................................. .12 * 11
East Asia ......................................................................................... 834 146 457 231
Other As ia ....................................................................................... 86 3 9 74
Oceania ........................................................................................... 13 1 * 12
Africa ..................................................................................... .......... 5 5

Total ....................................................................................... 3,743 610 954 2,179

Source: U S. Department of Commerce.

U.S. ALUMINUM IMPORTS BY REGION-1998
(Millions of Pounds)

Region Total Ingot Scrap & Dross Mitt Products

North America ................................................................................. 5.043 3,177 794 1,072
Latin Am erica .................................................................................. 604 389 139 75
European Union ............................................................................... 469 37 58 374
Other Europe ................................................................................... 1,679 1,541 73 65
East Asia ......................................................................................... 164 49 10 105
Other Asia ....................................................................................... 180 79 69 33
O ceania ........................................................................................... 151 144 1 6
Africa ............................................................................................... 52 34 2 16

Total ....................................................................................... 8,342 5,449 1,146 1,747

Source. U.S. Department of Commerce.
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ATTACHMENT
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U.S. Foreign Trade Statistics

United States Imports by Product and Country

United State Imports by Product and Country - 1998
Suap Seu
0ra A IakrtcatdCk,orm & l m StN 091101

Country TOWal M" u1 kfwaS9S PftiU Shoo 1PINS &Di

TOTAL 8.341.1$3 5.449.460 1.145.146 1.146.540 1.030.452 134.732 19.101

NORTH AMERICA 5.043.016 3.177.423 193.929 1.071.66 615.220 40.074 S.266
Canda 4.831.430 3.176,005 616.039 1.04.317 613,341 40.052 646
Mha o 20SS" 1.418 177.690 26.276 1.859 21 4619

LATIN AM RICA 603,562 389,176 131940 75,405 55.29" 124 636
A5gentna S6,339 50.440 3.641 2.052 1.291 79 -

Oraril 124.192 100.10 20.711 2.701 672 - -

CoWOm&j 19.616 22 18.448 1.147 - - -

COssR"ca 10.39 - 6105 4.293 1s7 - -

Panama 15.743 1.340 13832 571 40 --
VuawzL*Wi 342.221 236.505 41.376 64.340 53.094 46 636
011 35.053 90 34.661 302 4s 40-

EUROPEAN UNION 469.287 36.682 0.172 374.433 203.872 80223 6.95-
Ansna 16.857 3032 - S.825 11.213 4.432 50

80"Qgr 18.49" 2.92 1.226 14.1
t  3.049 2.510 4,732

Denniara 267 19 - 24 - 1 26

rNnd 196 8 - 109 31 - -

Frane 51.768 656 17.29 33.812 8.37 1.910$ 523
Germafy 162.434 3.41 3.236 ISS,651 81.722 3.059 189
Gree 26.782 334 - 26.448 25.066 285 1.023
Ireland 54 2 52 00 32 -

Itly 12.031 155 491 11.3M 7.138 1.22S 1

Luxenm5 5.561 - - 5,561 S 1 -

NHgIWlarxoS 15.964 1.639 4,401 9.924 7.950 44 -

SWi24.654 S 3,437 21.211 17.164 1.002 23

Sweden 27.253 244 1.429 25.579 9.193 9 -

S*KWeaMd 6.750 637- 6.113 2L451 1.574 265
United Kiom 9.216 23.431 26.652 4.132 29,513 13.061 124

OTHER EUROPE 1.679.011 .541.461 72.911 64.638 31.U1 7.151 89
Hungbry 17.59 2.816 - 14.783 11.761 28 -

Norway 11.935 9.642 691 1.6)3 927 140
RuSsw 1.533.87 1.435.864 62.665 35.359 18.41 6.658
Slovmna 10.615 - - 10.615 172 222 -

Ta tkaSln 45.717 45.717 - - g -

Turkey S.529 - s.360 169 120 g
Ukrane 49.601 46.684 2.917 - - -

Oher4.127 738 1279 2.110 161 101 -

EAST ASIA 163.92 48.573 9.937 105.483 74.544 5.822 5.405

Chiow PRC 56.819 46.057 569 10.14 1.673 3.51S -

Hong KongS.4$4 - 293 5.161 241 - 4.50)
lonw 63.410 853 2.956 59101 49.253 1.330 8

Korean Repu4iC 34.374 1.533 6.080 26.761 22.942 975 19

Taiwan. ROC 3.93 120 39 3.776 435 1 15

OTHER ASIA 180,065 78.507 68807 32.771 31.330 60 -

AabE mSa(0s 61,287 50.035 11.116 134 49 - -

Biain 34.096 2.602 142 31.354 31.151 --

Ind"a 22.636 21.136 992 5 24 60 -

KLwM 20.961 - 20,961 - - -

Malay 14.925 1.693 13,070 162 1 - -

Sau At" 17.026 2.620 142"9 117 - -

Thaend 3.43d 335 3.075 26 7 - -

01w 5.715 8s 5.162 468 63 - -

OCEANIA 150.946 143.92 524 64S1 5.666 582 -

Auwalis 125.633 119.644 68 5.901 5.132 8 -

New Zeaand 25.057 24.338 179 539 53 - -

011w 257 - 257 ....

AFRICA 51.854 33.664 248 15.704 12.641 669 749

Egypt 4.193 - - 4,193 3.12 - 311

G£ 1a 3.925 - 1.34 2.S77 2.460 117 -

SouUA Afica. Rep. 43.488 33.664 1.033 8.792 6.400 573 438

011w 248 - 105 142 99 -

00W ffNAW 0 W 3 0Mae ~ ~ rM9 w v .AWN , 0awin M$wi V S d- aw m
-tq ~ aSaeu I a wr v Er W' W tEL,4- WC- $
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ThMuswds oS=un's

ReI ACSA U &csum a PipO A Paw
Fet I Sr WV, Iem Cable Seal... &Te A Pma, caings Filn s

12.919 ZS2.691 17,35 25.602 97.439 2S.S2 11.452 12.339 3.074

45.714 216.574 12.626 17.219 92.939 19.163 3.481 3.131 184
45.370 214.94 12.627 16.999 83.355 13.172 3.376 1.409 1

343 1,627 I 290 9.84 5,990 112 1,721 113

5.744 1,151 1.727 9.596 19 26 1 214 -
- -2-

1.609 - 409 - - - I1 -

-- -- 974 173 ....
4.134 2 .......

-- - 532 -$- -
- 1.149 1.046 1.212 i15 25 - 'a -
. . . . . "- 1 256 -

54.337 11.729 2.125 491 276 4.161 .65 1.24 648
1 4 7 #-0 25 23

786 2.677 1 116 9 208 74 1
-- - - 46 167 61 -
- 21 - 52 - -

2.709 920 124 913 749 2 6 144
29.9" 1.057 S49 5 97 2249 1.747 14 11

- 3 - - 32 39 -- -
-- - - - - 1 116'

129 2.1036 - 132 42 1 51
5.274- - 275 7 -..

7 1.792 69"" 14 2 16
Z.174 42 1b" 158 "*- 132 436

11.945 17 15 6 126 16 3.476 77
092 430 114 1 135 117 2 21 1
470 2.404 1.145 87 16 491 211 336 22

175 21.37 - - 592 67 331 315 2.643
- I . - 12? 23 2.643

s- - 53 - -

95 9.677 - -- 52 o4 -

40 9.914 - -56 -0

40-------

- 1.593 - - - 14 - 240 -

5.800 1.801 70 1.100 205 2.042 1.380 6.416 199
2.305 611 10 34 1 61 19 1.131 23

10 309 - 1 - 6- ,5 -

3.197 517 533 1 132 1.676 792 1.303
266 340 204 913 68 39 S 424

22 25 22 143 4 - 20 - 2.613 176

t "107 137 58 22 160 766
-- 1 -... 86 -
44 - - IS -

45 - _ - 12 - 367 -

- - _-_ _ - - - 14 -
- -- 117 .....-

.. 3 - - 7 - 6
103 20 57 3 21 11

20 - - - 4 2 I s123
26 - - - 4 1 3 111
.....- I - 3 -

1.035 49 - - 37 100 I1 2 --

1.03 -- 31 100 116 21 -
- 44 .-... -
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U.S. Foreign Tride Statistics

United States Exports by Product and Country

United State Exports by Product and Country -- 11
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Thokwds of Pounds

Rod ACS8 Slqspw& Pgpep Pads
Foo & ow Wire 6 C" Seaem & Tui" & PaSM Caigs Fa&"ing -

14.732 76,792 94250 1.477 52.769 62682 24,601 18.814 4 882
46.948 48.904 60.619 604 34.618 47.2m8 6.81S 12.238 1.560
30.028 23.421 29.660 526 30.327 19.949 5.221 9.741 1.430
16,120 2S.563 31219 76 4.291 27.320 1.614 2.497 131
8.929 5.339 6.641 3,S80 4.676 2.641 1.577 $21 63

214 21 275 19 78 67 27 40 is
3.333 90 031 1.411 690 36 944 113 2
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511 51 805 10 S 93 116 -
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170 $1 80 34 3 94 1--
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