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EXECUTIVE COMMITTEE MEETING ON U.S.-CANADA FREE TRADE
AGREEMENT
WEDNESDAY, APRIL 23, 1986 : 0&%{6’/’/@
U.S. Senate ’AQZi
Committee on Finance |
Washington, D.C.

The committee met, pursuant to recéss, at
Room SD-215, Dirksen Senate Office Building, the Honorable
Bob Packwood (chairmahj presiding.

Present: Senators Packwood, Dple, Danforth, Chafee,

Héinz, Wallop, Durenberger, Arﬁstrogg, Symms, Grassley, Long,
Bentsen, Matsunaga, Moynihan, Baucus, Boren, Bradley, "

~

Mitchell, and Pryor.

" " Also present: Clayton Yeutter, -United States Trade
Representative; Len Santos, Trade Counsel, Majority.
(The prepared written statement of Senator Mitchell

follows:)
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The Chairman. The committee will come to order, please.
I want to make a quick announcement. The Senate took up at
10:00--and I had indicated we would vote at 11:[5-—we are
attempting to work out a compromise on this issue now.

We. have until 12:00 to vote. So, for those that are
doing the negotiating, I am going to try to give them another
half an hour; but I intend to put this vote prior to 12:00,
as a matter of good faith with everybody concerned.

So, I would assume at about quarter to 12:00, we will
vote, with this possible--possible~~exception.

Senator Dole is attempting to get an order to recess the
Senate for the day at 3:00 or 4:00. 'In that case, we are
perfectly at Lliberty to meet when they are adjourned; and
we can meet on up to midnight if we need to, to attempt to
work out a satisfactory agreement.

So, at the moment, we will simﬁly stand in recess until
about 20 minutes to 12:00.

(Wheceupon, at 10:59 a.m., the meeting was recessed.)

AFTER RECESS
(11:47 a.m.)

The Chairman. I have conferred with the Parliamentarian
and he has assured us that we can go until midnight tonight
to make the decision.

The Senate will recess at 4:00; and consequently, we
will have at least eight hours this afternoon up until
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midnight if we want to consider this issUe or reach a
decision.

We are trying to reach an agreement now as to how to
handle future trade procedures and issues. It is unrelated
per se to the concLusion in the Canada case, but we will
stand in adjournment until 4:15 and take up the issue of
the Canada free trade agreement at that time.

fwhereupon, at 11:48 a.m., the meeting was recessed.)

AFTER RECESS
(4:17 p.m.)v

The Chairman. The committee will come to order, please.

I hope the fact that we now have from now until midnight
to decide this matter does-notmunduly:.encourage the members
to expound at length. |

We had a round of opening statements yesterday; a second
round of secondary stateménts. :And we‘are here again today
for the third time.

I would Llike to call upon Senator Danforth first, if 1
might, and then others who would like to make statements.

Then, it would be my hope that we could vote.

Senator Danforth. Mr. Chairman, thank you very much.

I shall be brief, at least by Senate standards.

Mr. Chairman, I think that it is very clear to everybody
that this has been a very, very hard fought battle and that

it is going to be decided one way or another by an
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extraordinarily slim margin.

Yesterday, I had the issue won by a vote of 11 to 9.
Early this morning, I‘had the issue won by a vote of 11 to 9.

What happens when we call the roll this time_remains to
be seen, but it is c[ear that there has been enormous pressure
brought to bearvupon Senators by some very distinguished
people. |

We had a meeting at the White House this morning; it
lasted the Better part of an hour.

Present for the meefing were the President, the Vice
President, the Secretéry of Sfate, thé Nationél Security
Advisor, the Secretary of the Tréésury, énd the U.S.T.R.

.I think that that List of persohatities indicates one
of the reasons that some of us have been concerned about how
the Administration handles international trade.

They hahdle.internatfonal trade asian adjunct to the
foreign policy. Therefore, the presence of the Secretary
of Staté and the National Security Advisor.

That is one of the reasons, Mr. Chairman, that some of
us have been concerned about the Canadian negotiations
themselves.

We‘have felt that we know too Little about what the
Administration hopes to accomplish. We believe that the
Canadians have put a Lot of emphasis and a Lot of time on
their negotiations.
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We believe that the Administration has indicated a
willingness to try to please the Canadians, even by refusing
to bgt off for so much as 10 days our decis%on on this
matter. |

And we are éoncerned that we are'going to come out of
the Canadian negotiations with a very bad deal.

We have alsovekpressed concern that, in granting fast
track authority, the effect of that will be to grant the
Administfation”a blank check, that'there will be very Littte
consultation with thé'Ways and Means Committee and with the
Finance Committeé, that there will be a significant departure
from the sort of processlthat wé§ puE§Ued‘in 1979 by Bob
Strauss when he negotiated'the Trade.Act of 1979,
impLémentiqg the Tokyg round.negotia¥iohs.

So, our concern is that the Administration Has not'.
really earned our gonfidence to proceed_ﬁith negotiations
with Canada énd that varioué sectors in the United States
--Llumber among them;and_others—-are going to come up with
the short endvof the stick. .

A second and more general concern that we have expressed
throughout these deliberations is that, as a general rule,
we have been dead in the water with respect to international
trade.

We, as Congress, have certainly been dead in the water,
especially in the Senate. ELeveﬁ days ago, we held the first
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hearings of 1986 on anything relating to trade, and that was
in relation to the Canadian agreement.

We have held no hearings in the Finance Committee on
trade LégisLation. We have marked up no legislation at all
with respect to internationa[ trade. .

And the Administrafionrhas taken the position that we
in the Congress should do nothing with respect to trade; and
that, 1 think; has been the most serious c&ncern that many
of uslhave had.

It has not been simply with respect .to the Canadian
agreement but to the broader concern that Congress has been
lLeft out in the cold aﬁd.that our cdhgtitutional duty with
fespect to trade hasAbeeﬁvone that we have not been able to
fulfill adequatély because of the ”gtiffing;" as Senator
Bentsen has put it, of the Administration.

I have been concerned all along that some day some
constituent will say to oné of us or to the Administration:
lLook, we have got about $150 billion trade deficit; what are
you doing about it in the Government?

And our answer to that, Mr. Chairman, if it is an honest
answer, will be frankly: Nothing. We are not doing anything
about it. We are just watching and hoping that somehow it
will take care of itself.

Regardless of how this vote turns out today, I believe

two things are quite clear.
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One thing that should be clear to our Administration,
even if they end up getting the authority to proceed, is
that we on the Finance Committee-~-at least about half of
us--are going to be watching these Canadian negotiations
Like eagles.

We are going to be watching very, very carefully what
is being done.

Now, two years from now, if we grant this authority, the
Administration is then going to come to us and say: Look,
we have a‘negotiation; we have put our prestige on the line.
You have to go along with us.

I want to serve notice right:now_thét this Senator does
not have to go along with what is neéotiated. This Senator
is going to be very, very hard to ﬁ(éase“when the
Administration comes back to us for approval of what they
have negotiated.

The second thing that I think has been made clear by
this exercise is that the trade issue, at Léast as far as
about half of us are 6oncerned, is alive and well 1in the
Senate Finance Committee, and that we ére-not prepared to
just stand back and let things coast along, and that we are
going to be far more vocal and far more insistent at forward
motion in developing a fair deal for the American people
in in&ernational trade in the future than has been the case
in the Llast half-year.
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Some people say that there is a mood of protectionism
in the Congress. I don't believe that.

I do not believe that there is a mood of protectionism,
but I also believe that there is not a move of passivity
either, at lLeast among those of us who have held tight with
respect to the past 10 days or so.

We are not passive. We are not going to insist on
protectionism, but we also are going to insist on a basic
change in the ground rules.

It is not fair, Mf. Chairman, it is not fair if the
Canadians keep our trqcks out and we let theéir trucks in;
if they don't let their advertisers'bréadcast on our stations;
if they steal our patents with respect to pharmaceuticals;
if they subsidize their Lumber and ship it into our markets.

It is not fair and it is not right with respect to
Canada, and we have similar complaints with respect to the
rest of the world.

And I think that one thing that this has accomplished is
to make clear, hopefully, to our Adminisrration, to our
colleagues in the Congress who have taken a different position
than we have, and to the American people that the trade issue
is alive and kicking in the Senate Finance Committee.

The Chairman. Let me make a couple of annduncements,
and then I will call on Senator Bentsen.

Tomorrow, we will hawve the first of our private sessions
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on taxation in the back room, limited to Senators only with
the exception that I have asked Senator Long if he would like
to have two or three Democratic staffers appear; and I would
do the same simply so that, when we come out of the room and
tell the staff what we haye aéreed to, there will be some
staff that has been in the room so that they understand
what we Have agreéd to, rather that what we tell them we
have agreed to when we come out of the room.

And I have ésked Mr. Broqkway and one person from the

Joint Committee to be there. And I have no objection--although

I will put it to the members in the morning--of Secretary

Mentz being there, if he woqLd Lﬁke to..

Senator Long?

Senator Armstrong. Mr. Chairman, if we are going to
have that many people, I would Like to have a member of my
staff present as well,

The Chairman. Bill, I am not going to have personal
staff because Qhat happens is --

Senator Armstrong. Mr. Chairman, lLet me just respectfully
point out that there are some of us who would like to be
consulted about the schedule of the committee; and when votes
are announced, we would like to have them.

And I think that the decision which you have just
announced is a matter about which it would be reasonable to

have the participation of members of the committee.
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Senator Long. Mr. Chairman, if I might just speak to
that?

I have an able staff person working on this; and all
things being equal, I would Like to have that person there.

But really, if every Senator fnsists on the privilege,
we are going to have an awful Lot of people in that room.

I take it that you do plan to have a closed meeting?

The Chairman. Yes.

Senator Long. And you want to explore what people
really think. I really think Senators léak enough themselves
without bringing an equal number of staff people there.

And I am going to go along-wfth_whafever you want to do
about it, Mr. Chairman.

In fact, I will ask you how many staff people are you
bringing for the majority? I will bring an equal number
for the minority.

The Chairman., My preference would be that, rather than
bringing all staff, we have no staff; we meet just by
ourselves; but then I find a confusion when we get out as
to instructing the staff és to what it is.

Russell and I can try, but then you are going to have to
depend on Russell and me instructing the staff as to what it
is we more or less agreed to?

Senator Baucus. Mr. Chairman?

The Chairman. Max?

Mofhtt Reporting Associates
Falls Church, Virginia 22046
(703) 237-4759 .




10

1"

12

13

14

15

16

17

18

19

20

21

22

23

24

25

11

Senator Baucus. Mr. Chairman; I would hope that you
would more thoroughly expltore your preference heres-your
second preference in having just Senators.

It seems to me that, if we are going to accomplish the
purposes that you are striving for, you may more Llikely
accomplish them if it is only Senators.

And if you get staff involved, I think each Senator
should have a single staffer.

.The Chairman. So Loné as you understand this: Somebody
will say: -WeLL, what will.it cost if we only allow a 75
percent deduction of IRAs? .

| At which stage we have‘got té go_bufside and get Mr.
Brockway or get Randy, and éet thém in hgre; and they won't
have heard any of thé discussion. It is going to slow us
down a fair bit, but that is fine with me.

I would feel frankly perfectly happy with going with
no staff at all. I have a reasonable feeling of the revenue
estimates, and I will throw oQt what I think are the revenue
estimates when we come to those.

Senator Bentsen. Mr. Chairman, I would like to support
the suggestion that you have made and Senator Long has made.

I really think it ought to be Limited to the members
and then just commiteee staff members, thg.majority and the
minority that couLd‘answer some technical questions for us

and not serious policy questions.
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The Chairman. That would be my first preference because
it will double our speed if we have, one, 4 fewrpeople there
who have'some sense of what we ‘are doing and two, some people
who can answer questions--technical questions, that frankly
very few of us--untess it is a particular subject we have
studied--know the exact answers to in'terms'of a revenue
estimate, just a simple revenue estimate.

Senator Long. If other Senators bring their staff
persons, I definitely want mine; and I think every other
Senator would say the same thiqg. So, the number we have
around the table--that imhediately pu£s another 20 people
inside the room.

The Chairman. Why don't we do this? Why don't we limit
it to one apiece. You take one and I will take one, but
have a couple people there from the Joint Committee. Mr.
Brockway and one other for revenue estimates.

Senator Grassley. Did on say Treasury is going to be
there?

The Chairman. I have no objection. I will leave that
to the committee's'discretion, if you want to know what
Treasury's opinion is on some of the things we are bringing up.

Senator Grassley. I would suggest that we make up our
minds if we are going to be legislating or negotiating.

If you are going to be negotiating, then have them in
there; but if we are going to do our constitutional function
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and particularly if we are‘going'to do it away from the eyes
of the public, then we ought to be doing it ourselves.

The Chairman. Yes, you are right. The damned Treasury
is always the leak. If we keep theﬁ out, nothing will get
out of the meeting.

(Laughter)

Senator Long. What did you say?

The Chairman. I said if we keep Treasury out, nothing
will get out of the meeting.

Senator Matsunaga?

Senator Matsunaga. By meeting privatety, will we not
be violating the Sunshine Law?

The Chairman. HNo. It.is n§t a committee meeting.

Senator Dole. We will leave the wihdoﬁ open.

(Laughter)

Senator Matsunaga. Oh. It is not a committee meeting.

Senator Long. Anyway, Mr. Chairmah, as I understand it,
you can always meet and have oﬁe Senator move that we go
into a closed session.

The Chairman. I plan to do, Sparky, what Ways and Means
did for.ébout the Last three and a. half or four weeks of
their markup.

Senator Matsunéga. .Of course, viotation of ithe Law by
another does not justify violation of the law by us, does it?

The Chairman. No, but we are not going to have a
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committee meeting.

Senator Matsunaga. Oh, all right.

(Laughter)

Senator Dole. Mr. Chairman?:

The Chairman. Senator Dole?

Senator Dole. I withdraw my substitute.

The Chairman. Withdrawn. Senator Bentsen?

Senator Bentsen. Thank you very much, Mr. Chairman.

Mr. Chairman, my concern is that everything we send in
gets labéled by the Administration as "p}otectionjsm,".and I
hear the press talk about 3,400 bills that are protectionist
bills in the United States Senaté or in the Congress.

And amongst thpse billé, and I think most of them, is
not protectionism really but the objective of trying to open
up markets to our products.

Free trade really presupposes some reasonable balance of
trade. When you get yoﬁr;e[f an almost $150 billijon trade
deficit, that means you have ah incredible transfer of wealth
taking place; and you are impoverishing one nation and
enriching the other.

And finally, we have more leverage than any other nation
in the world. .So, one of the ways we open up those markets
is by exercising some of that leverage.

And.I guess people from time to time say, well, that
country is going to retaliate. They are not going to
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rgtaliate against their number one customer. They are just
not going to run him off.

And if we use that kind of Leverage, then we have a
chance of opéning those markets and trying to keep the
standard of living in our country and not erode the
manufacturing base of our country.

Naw, as we have tried to work toward that end, we have
not had the cooperation of this Administration, and that has
been a grgat concern to me.

But what we are talking aont now in this particular
instance, in my opinion, is sending a message to the
Administration not that we are opéoéed to‘free trade with
Canada.

As 1 have stated here before, I would prefer that we
didn't have a Customs official on either side of that border
with Canada.

And not because I have any dissatisfaction with our
trade negotiator, Mr. Yeutter. I think he is excellent.and
a good choice,‘but I am concerned about those that might
overrule him in what he tries to accomplish.

What I hope we say to the Administration with this
vote this day is that they had better consult with this
committee and that we want to be a partner and not a puppet
in these negotiations.

We saw an instance in the past where President Johnson
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went forth and negotiated a trade agreement, he thought; but
he hadn't really cleared it with the Congress or this
committee, and he came back to find it defeated.on the floors
of the United States Congress.

So, I would advise this Administration to seriously
consult as we go along éﬁd,see that this cqmmittee is a part
of that pfocess because they will not carry any agreement
on the floor of the United States Senate, in my opinion,
without the support of this commitfee, and they will need
its cooperation.

So, I strongly urge that we carry out .the process .of
consultation throughoﬁt theJnggofﬁafion of agreement to see
that the concerns of the members'of:this committee are
addressed. "Thank you.

The Chairman. Again, so that the members are not
blind-sided, it has beeﬁ three weeks now éfnce I first
announced we‘would be meefing Mbndays through Fridays. I
agreed fhat we would have_no.vdtes on Friday afternoons or
Monday mornings.

So, we will have--in addition to the private discussions
tomorrow==-some further discussions on a couple more titles
in the bill--no votes--but a couple more tjtles on financial
institutions and research and development.

Friday morning, thefe is a Health Subcommittee hearing

on nominations.
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1 On Friday afternoon, we will have some discussions on
2 ||compliance and the individual and corporate rates that are
3 llin the bill.

4 Then, on Monday we will finish up—-Monday morning and
5 lafternoon--with discussions on the remaining titles, with

6 [[the exception of two or three that we are simply going to

7 ||have to decide when we decide the overall bill.

8 I would assume, then, from Tuesday morning onward, both
9 Jlas to mornings and to afternoons .and possibly into the

10 jevenings and weekends, we will be involved in private

11 [[discussions until we see;if we can feach a bill.

12 Further statements on fhe Cénadian4American free trade

13 llagreement?

- 14 Senator Moynihan?

15 Senator Moynihan. Just a very brief statement to

16 [[reiterate something said yesterday, so that the Canadian

17 [[side knows that we understand what the undertaking is.

18 And they have specifically said it is not a free trade
19 |lagreement to be reached but a general agreement that will

20 |lareatly free up trade.

21 The Chairman. Any other comments?

22 Senator Baucus. Mr. Chairman?

23 The Chairman. Senator Baucus?

24 - Semator Baucus. Mr. Chairman, it is with regret and
L) 25 |[disappointment that I still feel constrained to vote against
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this fast-track procedure at this time, and I do so because

in spite of various maneuverings in the last couple of days,
I still feel that we are not yet prepared to negotiate this
agreement af this time.with Canada.

I say that because there have been many opportunities
when I and other members of this committee have asked the
Administration--asked various officjals of the
Administration-rwhat tactics they are going to pursue,
what strategies, what the bottom Line might be in various
areas that may or may not be on the table.

And I reluctantly must say that so far I have heard
virtually nothing, despife many,‘maqy attempts by me and
many Senators to ascertain what the Administration's
negotiating posture will be.

In fact, as you well know, Mr. Chairman, it wasn't so
many hours ago today that they had a ﬁeeting at the White
House, which I attended and you and others with the President,
Secretary Baker, Seqretary Shulz, Secretary Yeutter, and also
Don Regan and others.

Senator. Durenberger. There was what? Would you yield?

Senator Baucus. At the White House today --

Senator Durenberger.. Today?

Senator Baucus. Today..

Senator Durenberger. Is that right? Who was invited?

Senator Baucus. I don't know. The point is this.
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The point is this.

Senator Durenberger. No, wait a minute.

Senator Baucus. The:Senator will have a chance to speak
in just a minute here.

Senator Durenberger. No. You.are my only source of
information.

(Laughter)

Senator Durenberger. Nobody has talked to me in 24
hours about what is going on. There is some great mystery
out there someplace.

Senator Danforth. They took your voté for graﬁted.

Senator Durenberger. Yes.

(Laughter)

Senator Baucus. The point, Mr. Chairman, very simﬁty
is this. At that meeting and at virtuaLLylevery other
meeting that I have atteﬁded with the Administration on this,
I have heard about concerns about Canada add Canada's
reaction.

I have virtually heard of no concerns from the
Administration about American interests: the American
sawmill workers, for example, the hog producers, Livestock
producers, wheat producers. I don't hear about Americans,
and that frankly gives me a cause for concern.

I, tﬁerefore, feel at thisltime that it still is
appropriate not to proceed along the fast track.
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I nevertheless further feel that, because this is going
to be a very close vote, that probably the fast track
procedure ‘is strengthened.

I further think that, in all likelihood, the
Administration will take us a LfttLe more seriously; and
I hope that oh down the road this committee continues to
exercise its constitutional prerogatives more vigorously
than it.has thus far so that we can, in fact, end up with
a trade.agreement that has a proader national concensus
and one that is more Llikely to be passed by the Congress
instead of one on down the road that is not going to get
very far.

The Chairman. Senator Mitdhe(t?

Senator MitcheLL. Mr. Chairmén, we have all discussed
this at great--perhaps excessive--length. I, I think, am
more guilty than others, so I would ask that my statement
be inserted in the record at this point.

The Chairman. Without objection.

Senator Dole has.withdrawnvhis amendment. We are voting
on the Danforth substitute.

And it starts out: 'The resolution of the Committee on

Finance, whereas on December 10 ...

o

It is two pages and it ends on "... the statute provides,"
but it ¥s a resolution of disapproval of the negotiations of

the bilateral agreement.
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vote

Those who are in favor of the Danforth amendment
"Aye'"; those who are opposed would vote "No."
The clerk will call the roll.
The Clerk. Mrf Dole?

Senator Dole. No.

The Clerk. Mr. Roth?

Senator Roth. No.

The Clerk. Mr. Danforth?
Senator Danforth. Ayef

The Clerk. Mr. Chafee?
Senatof Chafee. No.

The Clerk. Mr. Heinz?
Sgnator Heinz. . Aye.

The Clerk. Mr. Wallop.

The Chairman. No (by proxy).
The Clerk. Mr. Durenberger?
Senator Durenberger. No.

The Clerk. Mr. Armstrong?
Senator Armstrong. Aye.

The Clerk. Mr. Symms?
Senator Symms. No.

The Clerk. Mr. Grassley?
Senator Grassley. Aye.

The Clerk. Mr. Long?

Senator Long. HNo.
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1 The Clerk. Mr. Bentsen?
2 Senator .Long. Oh, wait a minute. Aye.
3 (Laughter)
4 The Clerk. Mr. Bentsen?
5 Senator.Bentsen; Aye.
6 The CLefk. Mr. Matsunaga?
7 Senétor Matsqnaga? Pass. To kill the suspense, no.
8 The Clerk. Mr. Moynihan?
9 Senator Moynihan. No.
10 The Clerk. Mr. Baucus?
i, Senator Baucus. Aye..
12 The Clerk. Mr. Boren?
13 Senator Boren. Aye.
14 The Clerk. Mr. Brad(ey?
15 Senator Bradley. No.
16 The Clerk. Mr. Mitchell?
17 Senator Mitchell. Aye.
18 The Chairman. Mr. Pryor?
19 Senator Pryor; Aye.
20 The Clérk. Mr. Chairman?
27 The Chairman. No.
22 The Clerk. 10 yeas; 10 nays.
23 The Chairman. The motion is defeated, 10-10. The
24 question recurs on the motion that I put yesterday. It was
2 |@ formal motion of disapproval. I am going to vote against it,
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and those who are in favor of allowing the fast track to
continue would vote "No" on the resolution.

Senator Dole. Just Like we did the last time?

The Chairman. That is correct.

And the clerk will call the roll.

Senator Dole. No.

(Laughter)

Sénator Matsunaga. Mr. Chairman, will you repeat that
statement? .

The Chairman. What I proposed before the committee
yesterday, although I don't support it, was a formal
resolution of disapproval in very'peﬁfunctory legal language
and the terms of the statute. |

I am going to vote "No," and I suggest we vote '"No" on
it; but those who want to prohibit the Administration from
going on in the fast track negotiations should vote "Yes,"

Senator Baucus. Mr. Chairman, might I ask how this
differs from:-the Danfdrth resolution?

The Chairman. I read it yesterday; you should have it
in front of you. It is a one-page document, starting out:
"Whereas on December 10, the President notified the
committee ..." and ending with --

Senatof Baucus. What is the effect of it?

The Chairman. The effect is the same as if we do nothing,

and I am perfectly happy to say we are ready to adjourn and
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we Qoted on the Danforth motion.

Senator Danforth. Mr. Chairman, I think we could just
as well just go along.with your vote, and that will put an
end to it. We have given it our best shot,

The Chairman. ALl right. We will just have a record
vote-—-I mean, just a voice vote, and then I will announce
the result,

Again, I would encourage a "No" vote on the resolution
that Ivhave put before us.

ALL those in favor of my resolution would say "Aye."

(Chorus of ayes)

The Chéirman. Those opposed, "No.fl

(Chorus of noes)

The Chairman. The noes appear to have it. The noes
have it. We are adjourned until we have private discussions
tomorrow-morhing;

(Whereupéﬁ, at-4:44 p.m., the meeting was adjourned

to be reconvened at 9:30 a.m. on Thursday, April 24, 1986.)
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This is to certify that the foregoing proceedings of an
Executive Séssion of the Committee on Fipance, held on
April 23, 1986, in re: U.S.-Canada Free Tradée Agreement,
were held as appears herein and that this is the original

transcript thereof.

Official Court Reporter

My Commission expires April 14, 1989,
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