S. Hra. 107-171

TRADE PROMOTION AUTHORITY

HEARINGS

BEFORE THE

COMMITTEE ON FINANCE
UNITED STATES SENATE

ONE HUNDRED SEVENTH CONGRESS
FIRST SESSION

JUNE 20 AND 21, 2001

&R

Printed for the use of the Committee on Finance

U.S. GOVERNMENT PRINTING OFFICE
75-291—PDF WASHINGTON : 2001

For sale by the Superintendent of Documents, U.S. Government Printing Office
Internet: bookstore.gpo.gov Phone: toll free (866) 512—-1800; DC area (202) 512—-1800
Fax: (202) 512-2250 Mail: Stop SSOP, Washington, DC 20402-0001



COMMITTEE ON FINANCE*

MAX BAUCUS, Montana, Chairman
JOHN D. ROCKEFELLER IV, West Virginia CHARLES E. GRASSLEY, Iowa

JOHN BREAUX, Louisiana ORRIN G. HATCH, Utah
KENT CONRAD, North Dakota FRANK H. MURKOWSKI, Alaska
BOB GRAHAM, Florida DON NICKLES, Oklahoma

PHIL GRAMM, Texas

TRENT LOTT, Mississippi
JAMES M. JEFFORDS, Vermont
FRED THOMPSON, Tennessee
LARRY E. CRAIG, Idaho

JOHN ANGELL, Staff Director
KOLAN DAvVIS, Republican Staff Director and Chief Counsel

*On June 6, 2001 the Democratic Party assumed the majority membership of the Senate. Ac-
cording to the provisions of S. Res. 8, committee assignments revert to status quo ante of the
106th Congress.

(1)



CONTENTS

JUNE 20, 2001

OPENING STATEMENTS

Baucus, Hon. Max, a U.S. Senator from Montana, chairman, Committee

ON FINANCE .oi.eiiiiiiiiiciie ettt ettt
Grassley, Hon. Charles E., a U.S. Senator from Iowa ......
Murkowski, Hon. Frank H., a U.S. Senator from Alaska .
Kerry, Hon. John, a U.S. Senator from Massachusetts ........ccccccceveeviviiiiveennnennn.

CONGRESSIONAL WITNESSES

Rangel, Hon. Charles, a U.S. Representative from New York ..
Levin, Hon. Sander, a U.S. Representative from Michigan ......

PUBLIC WITNESSES

Sweeney, John, president, AFL-CIO, Washington, DC .............ccccceeevviveeecineennns
McGraw III, Harold, chairman and CEO, The McGraw-Hill Companies, New
York, NY and chairman, Emergency Committee for American Trade, Wash-
§00Y=3 7703 o TN L SRS USRPSRE
Merja, Chuck, former president, National Association of Wheat Growers, Sun
RIVET, MT ..ottt e e e e e e e e e e eeeasaraaee e e e nasanaeaeenns
VanAPutten, Mark, president and CEO, National Wildlife Federation, Reston,
VA ettt ettt te et e ebe b e bt et e bt e st e beettenteeetebeereenseereeneans
Hormats, Hon. Robert, former deputy USTR, vice chairman, Goldman Sachs
International, New YOrK, NY ......oooiiiiiiiiiieiieee et eeeeare e eeeraneee e
Scher, Hon. Peter L., former U.S. Special Trade Negotiator, Mayer, Brown
& Platt, Washington, DC ........cccociiiiiiiiiiiiiieeecetee ettt
Wolff, Hon. Alan William, former deputy USTR, Dewey Ballantine, LLP,
Washington, DC .....ccoooiiiiiiiiii ettt ettt e s
Yeutter, Hon. Clayton, former U.S. Trade Representative, Hogan and
Hartson, LLP, Washington, DC .........cccccoociiiiiiiieeciieeeiee et e e e eeens

JUNE 21, 2001

OPENING STATEMENTS

Baucus, Hon. Max, a U.S. Senator from Montana, chairman, Committee
ON FINANCE ..ottt ettt
Graham, Hon. Bob, a U.S. Senator from Florida .
Gramm, Hon. Phil, a U.S. Senator from Texas .................
Conrad, Hon. Kent, a U.S. Senator from North Dakota ..
Breaux, Hon. John, a U.S. Senator from Louisiana ......................
Rockefeller, Hon. John D., IV, a U.S. Senator from West Virginia .
Hatch, Hon. Orrin G., a U.S. Senator from Utah .........................
Nickles, Hon. Don, a U.S. Senator from Oklahoma ...
Lott, Hon. Trent, a U.S. Senator from Mississippi .......
Grassley, Hon. Charles E., a U.S. Senator from Iowa .........ccccceveevieenciieencieeennns

CONGRESSIONAL WITNESSES

Crane, Hon. Philip, a U.S. Representative from I1linois ..........ccceceoveeverveeecnneennns
Kolbe, Hon. Jim, a U.S. Representative from Arizona .............ccocceeveerieenieenneenne

(I1D)

Page
1
3

13
27

15

17
19
20
33
35
37
39



v

Page
Hagel, Hon. Charles, a U.S. Senator from Nebraska ... 60
Roberts, Hon. Pat, a U.S. Senator from Kansas .........ccccceevvveeiiiieeiieeeeiieeceieeenne 62
ADMINISTRATION WITNESSES
Evans, Hon. Donald, Secretary of Commerce, Washington, DC ............cccccoec... 71
Zoellick, Hon. Robert, U.S. Trade Representative, Washington, DC .................. 74
ALPHABETICAL LISTING AND APPENDIX MATERIAL

Baucus, Hon. Max:

Opening StateMENtS ........ccccecccvieieiiieeeiee e errre e e ere e e e e e ereeeeeneeas 1, 53

Prepared Statement ...........cooceeiiiiiiiiiiieeeee e 103
Bingaman, Hon. Jeff:

Prepared statement ...........cccoocciiiieiiiiiciiiceceee e e 104
Breaux, Hon. John:

Opening StatemMeENnt .........ccccoeeiiiiiiiiiiieeiee et enee s 68
Conrad, Hon. Kent:

Opening StateMeNt .........ccccoiieiiieiiieiieie ettt 67
Crane, Hon. Philip:

TE@SEIMOTLY ..eeeevriieeiiieeeiieeeeieeeestee e et eeeetree e baeeesaaeeeesseeesssseeeassseeessaeensseeennnnes 55

Prepared Statement ...........ccoceeviiiiiiiiieieee e 105
Evans, Hon. Donald:

Testimony .........ccccuveeee. - 71

Prepared statement ...........coceeeiieiiiiiiiiniienniiens ... 106

Responses to questions from Senator Nickles .......ccccceeviviiiieiviiiiniiiiiiniiienns 113
Graham, Hon. Bob:

Opening StateMeNt .........cccooviiiiiiiiiieiieie et 65
Gramm, Hon. Phil:

Opening StAteMENt .........ccceeeiiiiieiiie et e e e e tre e e ar e e e ereeeeeneeas 66
Grassley, Hon. Charles E.:

Opening StatemMENtS ........cccceeviiieiiiiiieeeiee et e et e e es 3, 79
Hagel, Hon. Charles:

TESTIMOILY ..eeiiuetiiiiitiieeit ettt ettt et e e et e e st e st e e s abaeesabeeeenaees 60

Prepared statement ...........ccoooviiiiieiiiiiiiiieeeee e 113
Hatch, Hon. Orrin G.:

Opening StatemMeNt .........cccooiieiiiiiiieiieie et 69
Hormats, Hon. Robert:

TE@SEIMOTLY ..veeevriieeiiiieeitieeeieeeeste e e e ree e s e ee e baeeesaseeeesseeesssaeeasssseeessaeessseeennnes 33

Prepared Statement ...........ccoceeviiiiiieiiieiee e 115
Kerry, Hon. John:

Opening StateMent ..........ccceeecviiieiiiee e e e tre e e e s ea e e e eneeas 27
Kolbe, Hon. Jim:

TESTIIMIONLY ..veeevrieeeiiieeeitie ettt e e steeeete e e st e e e beeeesateeessbeesssseeesasstesessaeesnnseesansees 57

Prepared statement ...........cccoocciiiieiiiiiiciieeceeee e e 120
Levin, Hon. Sander:

TESTIINIONY ..eeievriieeiiieeeiiteenieeeeete e e et e e e st ee e s bt e eesabeeessseeesnseeesanseeesssaeesnsseeennnnes 7

Prepared statement ...........ccooociiiieeiiiicieeceeee e e 122
Lott, Hon. Trent:

Opening StatemMent .........cccceeeiiiiiiiiiiiieeiee e es 70
Merja, Chuck:

TESTIMIOILY ..eeeeuiiieiiitieeett ettt ettt ettt e et e e et e e et e e st eeesbeeesabeeesnaees 19

Prepared statement ...........cccooeiiiieiiiiiiniieeeee e 123
McGraw, Harold, III:

TESEIMIONLY ..eeiietiiiiitieeeitee ettt ettt et e et e et e st e e sibaeesabeeeenaees 17

Prepared statement ...........ccccooeviiiieiiiiiniiicc e 126
Murkowski, Hon. Frank H.:

Opening StateMENt .........cccoociiiiiiiiiieiierie et 13
Nickles, Hon. Don:

Opening StAteMENt .........cccceeeiiiieeiiie et e e e tre e e e e e eaee e eneeas 70
Rangel, Hon. Charles:

TESTIIMONLY ..eeievrieeeiiieeeitie ettt eerteeeeteeestteeesbeeeesabeeessteeensseeesnsseeeessaeennsseeennnnes 5

Prepared statement ...........cccoeccviiieciiiiiiiieeceeee e e 134
Roberts, Hon. Pat:

TESTITNIONLY ..eeeeerieeeiiiieeirieesiteeesteeeeteeeseteeesbeeessabeeessseeensseeesnssseesnsseeesnsseeennnnes 62
Rockefeller, Hon. John D., IV:

Opening statement 68

Prepared statement 135




Page
Scher, Hon. Peter L.:
TESEIMONLY ..eeiietiiiiitieeeitee ettt ettt e et e e et e e et e e st eessbeeesabeeeenaees 35
Prepared statement ...........cccooviiiieiiiiiiiiicceeeee e 136
Sweeney, John:
TESTIMIONLY ..eeiiuetiiiiitieeeit ettt ettt ettt e bt e e e bt e et ee s bt e e sabeeesabeeeenaees 15
Prepared statement ...........ccooovciiiieiiiiiiiiceeeeee e 139
Van Putten, Mark:
TESEIMOILY ..eeiietiiiiitieeeit ettt ettt e e et e e et e s bt eeesbaeesaaeeeennees 20
Prepared statement .. 141
Wolff, Hon. Alan William:
TESEIMIOILY ..eeieueiieiiiiieeeitee ettt ettt et e e et e e st e st eeesbaeesaaeeesaees 37
Prepared statement ...........cccooeiiiieiiiiiniiicceeeeee e 143
Yeutter, Hon. Clayton:
TESTIMIOILY ..eeieetiiiiitieeeitee ettt ettt et e e et e e et e st eessbaeesabeeesnaees 39
Prepared statement ...........cccoooviiiieiiiiiniiceeeee e 147
Zoellick, Hon. Robert:
TESTIMIOILY ..eeieueiiiiitieeeit ettt ettt et e et e et e s bt e e ssbaeesabeeesnaees 74
Prepared statement ..... 150
“The President’s 2001 International Trade Agenda” . . 155
Responses to questions from committee members ...........ccocceevviieiiiniieenienne 164
COMMUNICATIONS
Council 0f the ATETICAS ...cc.eevviiriieriieiiieiie ettt ettt ettt et e sbe e e sbe e e saeeeeas 167
International Union, United Automobile, Aerospace and Agricultural Imple-
ment Workers of America (UAW) .....ooiiiiiiiiiiiiieteeeeeeeee e 168

Levi Strauss & €. ..uuiiiciiieeiieeeeiee ettt et e e e ette e et aeeeeare e e etaeeeeraeeeanes 171






TRADE PROMOTION AUTHORITY

WEDNESDAY, JUNE 20, 2001

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

The hearing was convened, pursuant to notice, at 9:35 a.m., in
room 215, Dirksen Senate Office Building, Hon. Max Baucus
(chairman of the committee) presiding.

Present: Senators Breaux, Graham, Kerry, Lincoln, Grassley,
Murkowski, and Lott.

OPENING STATEMENT OF HON. MAX BAUCUS, A U.S. SENATOR
FROM MONTANA, CHAIRMAN, COMMITTEE ON FINANCE

The CHAIRMAN. While all of us gathered in this room represent
different constituencies, I truly believe that everyone here shares
a common goal. We want to promote a trade policy that advances
our National interest. We want American farmers and companies
to be successful on the world stage. We want to create and main-
tain high-paying jobs. We want to do these things in a way that
preserves our environment.

Every single one of us shares these goals, and I am convinced
that opening markets can advance these goals, provided, of course,
that trade is fair and is consistent with international and U.S.
trading rules.

I also believe that fast track authority has been helpful in com-
pleting these agreements, and that is why I have supported fast
track in the past for Presidents of both parties.

In the coming months, I will work with my colleagues and the
administration to explore the possibility of extending fast track.
But I must confess to increasing pessimism as to whether we can
achieve that goal this year.

What has changed? Why the controversy? Simply put, the topics
of international trade negotiations have changed. In the early ef-
forts, the United States focused only on tariff reductions, but we
soon realized the need to address additional issues. We began to
look for solutions to non-tariff barriers like quotas and product
standards and, by the late 1970’s, we began to address government
subsidies.

In the 1980’s, the issue was intellectual property. On this issue,
there is a great parallel with the current discussions on labor
rights and environmental standards.

Initially, developing countries hotly opposed the U.S. position on
intellectual property and they wanted it addressed through the
largely ineffective World Intellectual Property Organization. In our
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own country, many argue that trying to address this issue “mud-
died the waters.”

But after years of hard negotiation, the developing world re-
lented and intellectual property protection became an integral part
of trade agreements. They remain so today.

Now the issue is standards on labor and environment. Again,
some developing countries opposed U.S. efforts to broaden that
agenda. Some in this country would also prefer to ignore these
issues or push them off to international organizations with a spotty
track record. Equally troubling is the ongoing effort by some trad-
ing partners to undermine the U.S. trade laws.

Unfortunately, I feel the gap on these issues is widening. I base
this fear largely on three things. First, the administration’s State-
ment of Trade Principles, which offered little beyond rhetoric on
these issues; the efforts of some to move fast track legislation that
completely ignores these issues; and the very troubling statements
by President Bush Monday where he referred to labor and environ-
mental arguments as “all kinds of excuses not to trade.” We simply
will not get where we want to be by trotting out trite partisan rhet-
oric. So, that is the bad news.

What is the good news? There still is some time, and a good bit
of time, to form a true bipartisan consensus on trade. With con-
certed effort it may be possible to forge consensus this year, and
I stand ready to work toward that goal.

But on this topic no bill is preferable to a bad bill. If that means
working beyond this year, I believe we must take the time to do
it correctly.

Fortunately, I do not believe this will end trade negotiations that
are under way or planned. The lack of fast track authority is cer-
tainly not a valid reason for halting WTO talks.

Indeed, in 1986, the year the Uruguay Round was launched, the
differences between the Congress and the administration were so
deep that the bill containing fast track was actually vetoed by the
President. Fast track did not pass the Congress until 2 years into
the negotiations.

As my good friend Clayton Yeutter, who was USTR for President
Reagan and is testifying today, said at that time, “We don’t have
to have fast track authority next year. It would be desirable to
have it, but not necessary to have it.”

In my opinion, Ambassador Yeutter’s statement is just as true
today. Indeed, looking at our trade agenda, it is tough to discern
the absolute urgency that some have applied.

The United States-Jordan Agreement was completed without fast
track. Talks with Chile and Singapore have begun before any pros-
pect of fast track. These negotiations in these other countries can,
and should, continue without disruption regardless of the fast track
debate in Congress.

Negotiations for the Free Trade Area of the Americas seems to
be proceeding, and has been for some time. These talks are un-
likely to yield anything requiring Congressional approval until the
year 2005. That is the FTAA time table.

In conclusion, let me be clear on two points. First, I want to reas-
sure all of our trading partners that, with fast track or without fast
track, a good trade agreement will win congressional support.
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Second, I will work to build the necessary consensus to pass
meaningful fast track legislation. If that can be accomplished this
year, I will work hard to win the approval of the Finance Com-
mittee, and eventually from the entire Congress.

If it takes beyond this year, I will continue to work hard to build
the necessary consensus. But in the end, achieving the right result
is far more important than any artificial deadline.

With that, I would turn it over to whomever is here, which is no-
body. I noticed that the Senator from Mississippi was here earlier.

I would now like to turn to my very good friend, Chuck Grassley,
the Senator from Iowa. Many have heard me say this, and I will
say it again. I know we always speak for each other on this. We
work very closely together on matters here at the Finance Com-
mittee, and I am just very honored, Senator, that we are con-
tinuing that cooperation and working in a bipartisan spirit.

I know we would all like to hear what you have to say on fast
track, or TPA, or whatever we are going to call it these days.

OPENING STATEMENT OF HON. CHARLES E. GRASSLEY, A U.S.
SENATOR FROM IOWA

Senator GRASSLEY. Thank you very much.

Obviously, I am very pleased that Senator Baucus, now Chair-
man, is holding this hearing because trade promotion authority is
very, very important. It is an important and timely topic. These
hearings now are coming at a very appropriate time, as we are also
hearing the President’s leadership on this area as well.

I see these hearings as part of the hard bipartisan effort that is
required for the Finance Committee to approve legislation renew-
ing the President’s trade promotion authority this year. These
hearings on trade promotion authority are particularly important
because it is time that we have straight talk about trade.

Unfortunately, whenever we have attempted to talk about the
benefits of international trade during the last 6 months, we have
concentrated, legitimately, but too much, on just the labor and en-
vironment issues.

These are very important issues. We have to address them in
some fashion. I hope to do that in a constructive, bipartisan way
this year. But they are not, and should not, in my opinion, be the
central focus of the trade debate. So, this morning I would briefly
make two points.

The first, deals with the benefits of 50 years of continuous U.S.
leadership in the world trading system, and why trade promotion
authority is vital to maintaining this leadership.

The second point, is to briefly explain why, if we are serious
about maintaining American leadership in global trade policy,
there is no good alternative to renewing the President’s trade pro-
motion authority this year.

With regard to American leadership in world trade, I think the
facts speak for themselves, going way back to the start of the sys-
tem in 1947, when we helped do that. The total value of world
trade was around $50 billion. Today, the total value of world trade
is around $7 trillion.

This is a huge jump in the total value of world trade, and it is
largely due to the scrapping or the reduction of tens of thousands
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of tariffs, quotas, and other non-tariff trade barriers in the eight
series of rounds of global trade negotiations since 1947.

Another way of expressing this value. Trade rules that we helped
put in place today permit world trade in goods and services to be
successfully conducted at the rate of close to $1 billion per hour
every hour of the day. This is not just a World Trade Organization
success story, this is an American success story.

As a result of this American-led effort to open world markets,
hardworking American consumers make their paychecks stretch
farther because they have access to more and better competitively-
priced goods.

American businesses and farmers have prospered. In my home
State of Iowa, our farmers sold $3.2 billion of agricultural produc-
tions in international markets, more than at any time in history,
within the last few years.

We have been so successful in international trade that people can
legitimately ask why. Part of the answer is because we are so effi-
cient and productive, but a major reason is that, for the last 50
years, America has been a leader in breaking down trade barriers.

Trade barriers are a lot like the barnacles that get encrusted on
the hull of a ship. They build up over time, they slow down the
ship, they are hard to scape off. That is exactly what we did over
eight rounds of global trade negotiations, scrape away a lot of the
trade barriers that slowed the world economy, that hurt our com-
petitive export-oriented businesses and farmers.

America was able to lead this effort for one simple reason: we de-
veloped credibility on this issue with the rest of the world. Our
trading partners believed us when America made commitments.
Without this credibility, the conviction that we mean what we say,
our trading partners have no assurance that our trade negotiators
can ever close a deal without that credibility.

So think about the last time that maybe you bought a car. A lot
of us have had this experience. You go to a dealer, you tell the
salesperson what you want to pay. The salesperson talks to the
sales manager.

The sales manager writes down a different number, usually high-
er. The salesperson gives you the new number. Maybe you agree,
but if you do not, you are back to square one. Sometimes you get
so frustrated that you just simply walk out.

That is what negotiating without trade promotion authority is
like. Our trade negotiators are not able to put their best deal on
the table because they know that Congress could change it, per-
haps dozens of times or more.

So, without trade promotion authority, negotiations just drag on,
and on, and on. Negotiators on all sides put off making the crucial
offers and compromises that can close the deal. We should never
put our trade negotiators in this difficult position.

This leads me to my last point. If we believe that American lead-
ership in trade is really important, there is no good alternative to
renewing the President’s trade promotion authority.

Some opponents of trade promotion authority say that you can
open just as many markets by negotiating individual free trade
agreements one country at a time, one region at a time. But just
look at this chart, if you would. Of the estimated 130 free trade
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agreements in force around the world, only two include the United
States. Clearly, the one free trade agreement at a time strategy
does not work.

Critics of trade promotion authority also claim that its special
fast track procedure limits Congress’ ability to monitor and oversee
trade negotiations. I want to tell you that the opposite is true.

Without trade promotion authority, Congress loses its most effec-
tive instrument for managing and overseeing trade negotiations.
That is because one of the essential features of any fast track au-
thority is that there must be extensive consultation and coordina-
tion with Congress throughout the process.

Now, in contrast to that, there is no such requirement for most
bilateral trade negotiations. Without trade promotion authority, the
President can, if he wants, negotiate one bilateral free trade agree-
ment after another without prior consent of Congress.

The bottom line is, if you want maximum credibility for trade ne-
gotiators and maximum accountability for Congress for negotia-
tions, there is no substitute for trade promotion authority.

So, I welcome these 2 days of hearings. I commend Chairman
Baucus for his leadership in this area, and for being a believer in
free trade as well and voting that way in his years in Congress.

I am glad to see that we are moving this process forward, and
I look forward to working with you Chairman Baucus, to get trade
promotion authority out of committee and to the floor, hopefully
this year.

Thank you.

The CHAIRMAN. Thank you very much. I appreciate that.

We will now hear from two esteemed colleagues from across the
Hill. First, Hon. Charles Rangel from the State of New York.

Mr. Rangel?

STATEMENT OF HON. CHARLES RANGEL, A U.S.
REPRESENTATIVE FROM NEW YORK

Representative RANGEL. Thank you, Chairman Baucus and my
dear friend Senator Grassley.

I am pleased to be here with my brother and the Ranking Mem-
ber on the Trade Subcommittee, Ways and Means, Congressman
Levin.

When you talked about, what is the good news, you are the good
news, as Chairman. This does not mean because you are a Demo-
crat or because my friend Senator Grassley is a Republican—even
though I support ethanol. Notwithstanding your status, you can
count on my continued support—but because of the tone you set
that, when you are dealing with foreign policy and trade policy, I
think we all enjoy a sense of pride in that policy being bipartisan.

I think, by having the Senate in Democratic control, that some
of us feel that even if you are losing on these issues, that we never
really got a chance to have it debated.

That is what this country, and that is what this Congress should
be all about, not just winning, but being able to go back home and
Ealk :io your constituents and say, through you, their concerns were

eard.

Certainly you two have demonstrated—most recently on the tax
bill—a bipartisanship that may be a little too much for me to con-
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sume, but nevertheless I am confident that whether we are talking
about trade promotion authority or fast track, that everyone will
have an opportunity to try to develop a bipartisan approach to this
very, very important subject matter.

Because, as you said, Mr. Chairman, there is no one that is con-
cerned about maintaining our competitive edge, expanding eco-
nomic growth, from realizing that in order to do this we have to
find new markets, we have to break down the barriers of trade.

Some of us believe that we can do these things and protect cer-
tain values that are not just American values which we are so
proud of, but international, humane values.

If we can do this as we protect investors and intellectual prop-
erty rights, as we should, then we should also have on our agenda,
what did we do to make certain that our trading partners maintain
core standards in protecting labor and in protecting the environ-
ment which we inherited and which we would like to leave in bet-
ter shape than we have had.

So it is not that we would want to dictate and superimpose our
standards on other countries. As a matter of fact, the government
of Jordan were the ones that were setting the standards and we
were agreeing with them.

Countries have the same sense about their people as we do about
ours, and their countries and their environments. They now find,
instead of the House responding to an agreement that passed last
year, was negotiated last year, that we are asking them to disable
their agreement in order to reach our lack of standards.

So we are here to say, help us to try to create the atmosphere
for us to get together to see what we can do and do not put up bar-
riers between us based on party labels.

Yesterday in the Congressional Daily the leading story with the
headline is, “GOP House Leaders to Seek Trade Vote Before Au-
gust Recess. The House Republican leadership has decided to try
to put presidential trade negotiation authority to a vote during
July, bringing the simmering war over the measure to sizzle far
sooner than many had expected.

“According to Congressional and K Street sources, last week’s in-
troduction of a measure by Ways and Means Trade Subcommittee
Chairman Philip Crane, (R-IL), was a part of an effort to jump-
start the consideration of the bill and secure a vote before the Au-
gust recess.”

The hurtful thing about this is not that Chairman Phil Crane is
not my friend, but he has never, never, never discussed this subject
matter with me since we have been in the Congress.

This is the same subcommittee chairman and the same com-
mittee that effectively negotiated the African Growth and Oppor-
tunity Act, that worked on the Caribbean Basin Initiative, that we
worked with on normalization on trade with China.

Yet, this subject matter has not been discussed with any Demo-
crat, not the Ranking Member of the Trade Subcommittee, not by
the Chairman, not with anyone. Unilaterally, we find out about
this in the Congressional Daily. What a way to start on bipartisan-
ship.
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The President said Monday, in a speech that he gave and you
spoke of briefly, “and I mean a trade promotion authority too that
is not laden down with all kinds of excuses not to trade.”

Did we act like we were looking for excuses not to trade when
we worked with Republicans in the House and the Senate in order
to get these trade agreements through last year?

“I want a bill that does not have codicils on them that frighten
people from trading with us.” What have we said as Democrats, as
men})bers of the Congress, that would frighten our trading part-
ners’

“I would like to remind people that, if you are a poor nation, it
is going to be hard to treat your people well.” Well, now. “If you
are a poor nation it is going to be hard to have good environmental
policy.” What do you know?

“Trade is the best way to eliminate poverty. Therefore, our trade
agreements ought to be free from codicils which prevent us from
freely trading.” That is the President.

So you see what we are up against on the House side. We want
to join with you in saying that we do not believe there are any ob-
stacles that, in sitting down together, we cannot overcome because
we have a same, common goal, and that is to continue to improve
the quality of life of U.S. citizens, to encourage and support eco-
nomic growth, and to have a free trade policy that protects us here,
and at the same time allows us to enjoy the benefits of trade.

So, we welcome the atmosphere that you have set, Mr. Chair-
man. I have the deepest respect for Mr. Grassley because he has
already indicated his willingness to work with us on this subject.
Whatever influence you have on the House, suggest to them that
we, and others that happen not to be Republicans, are anxious to
sit down and to work with them.

Thank you so much.

The CHAIRMAN. Thank you very much, Mr. Rangel. That is a
very important statement and I am sure many appreciate it. Thank
you.

Representative RANGEL. I ask unanimous consent that my pre-
pared remarks be included for the record.

The CHAIRMAN. They will be included.

[The prepared statement of Representative Rangel appears in the
appendix.]

The CHAIRMAN. Congressman Levin?

STATEMENT OF HON. SANDER LEVIN, A U.S. REPRESENTATIVE
FROM MICHIGAN

Representative LEVIN. Thank you very much, Mr. Chairman and
Senator Grassley. It is a privilege to be here.

Your hearings come at an important moment, and I have pre-
pared some testimony and I ask that it be entered into the record.

The CHAIRMAN. Without objection.

[The prepared statement of Representative Levin appears in the
appendix.]

Representative LEVIN. Let me hit what I think are the high
points. My concern, and Mr. Rangel’s concern, is not about the
niceties of process, really. It is about where this approach is head-
ing. As I see it, we are facing the danger of a dead end on trade
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legislation. Those of us who want expanded trade need to take no-
tice.

The bill introduced by the House leadership, as Mr. Rangel has
said, represents both a denial of the changing nature of trade and
the need for bipartisanship.

It would also diminish rather than enhance—and I want to make
this point clearly to Mr. Grassley and to everybody else—as I see
it, the role of Congress during the negotiation phase. Compared
with the fast track proposal approved in 1988, we need more than
consultations, we need participation.

Indeed, this bill moves us backwards, not forward. Contrary to
what one of my colleagues said on the introduction of the Crane
bill, this is indeed a thinking thing.

The issues are complex. International trade has gone global in-
creasingly—and this is such an important point—including evolv-
%ng economies, often with far from free markets and weak rule of
aw.

The rules of engagement now require that international trade ad-
dress these new issues. Any proposal that excludes these issues,
like the Crane proposal or other proposals that might marginalize
these issues, will not move ahead.

There is a way forward, and we showed this last year, as Mr.
Rangel has said. Just look at what was accomplished in 1999-2000:
the Africa CBI legislation, the Jordan FTA, the Cambodia agree-
ment, China PNTR.

These were controversial in some cases. But the key point is
that, in each of these initiatives, we went beyond simply trying to
expand trade. We expanded it and started trying to shape it. We
looked up trade as a tool, not an end in and of itself. But the dan-
ger is that now we are moving in the other direction.

Unfortunately, the approach of the last year is not the approach
being taken this year. We are not getting the policy right. Mr. Ran-
gel referred to the President’s statement on Monday, and I want
to pay a little more attention to it because several of his assertions
reinforced the misconceptions on which the Crane bill is based.

As mentioned, the President stated, “We want a trade promotion
authority bill that is not laden down with all kinds of excuses not
to trade.” Dealing effectively with the role of labor and environ-
mental standards in trade is neither an excuse not to trade, nor a
new form of protectionism. We have to incorporate these issues be-
cause of their very relevance to international economic competition.

Developing economies, at times, recognize these connections.
There was a recent article in the New York Times that succinctly
captured this when they talked about textile workers in El Sal-
vador.

The president of El Salvador said the difficulty in this region is
that there is labor that is more competitively priced than El Sal-
vador. He was saying, in El Salvador we are trying to enforce core
labor standards, and in other countries near us they are not. That
is an economic trade problem.

Second, President Bush goes on to state—and Mr. Rangel has
quoted this—“If you are a poor nation it is going to be hard to treat
your people well.” When poor nations abide by core labor stand-
ards, their people are helped, not hurt.
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It also means something to the workers in industrialized coun-
tries with whom they will be competing. It is mutually beneficial.
It is misguided to argue that poor nations cannot afford to allow
their workers the right to associate and bargain.

Third, as to environmental standards. The President stated that,
“If you are a poor nation, it is going to be hard to have good envi-
ronmental policy.” Among other things wrong with this statement,
as I see it, is that it does not square with the President’s rationale
for withdrawing U.S. support for the Kyoto Treaty on Global
Warming.

In announcing that withdrawal, President Bush offered this ex-
planation: “It exempts the developing nations around the world and
is not in the U.S. economic best interest.”

Fourth, as quoted by Mr. Rangel, the President concludes, “Trade
is the best way to eliminate poverty. Therefore, our trade agree-
ments ought to be free from codicils which prevent us from trading
freely.”

I hope this statement of the President can stimulate, in this com-
mittee and in the House, a forthright and respectful debate about
whether, in addition to more trade, which we need, we also need
to shape its terms, the content of competition, in order to preserve
our own economic interests and assist the elimination of poverty.

Globalization is here to stay. The question is whether we should
blindly embrace it or seek to shape it to the benefit of American
workers, farmers, and businesses.

I close by briefly saying why, and how, I think there is a way
back from the brink. The first step to doing that, would be to act
immediately on two outstanding trade issues: passage of the Jor-
dan free trade agreement and approval of the Vietnam agreement,
with an indication to address labor issues in any subsequent textile
apparel agreement.

This might regain momentum of action on both expanding and
shaping trade, and on building confidence to help move on to the
other issues involved in crafting and approving fast track legisla-
tion.

Senator Grassley, you are right, there are other issues, some of
them imbedded in the new dynamic of the evolving economies, in-
cluding agricultural issues. We have had some discussion among
our House Democratic ranks on that.

The second step, is that fast track, TPA, needs to take full ac-
count of the changed realities in each aspect of fast track: the nego-
tiating objectives, the Congressional executive consultation and col-
laboration process, and the approval process.

In short, we need a state-of-the-art framework for Congressional
executive collaboration to expand and shape international trade.

I close with what is my judgment, and I must say I deeply feel
it about the year 2001. Trade legislation, with all of the issues now
imbedded in it, cannot be railroaded through the U.S. Congress.

If that were to happen on basically a partisan basis, not a bipar-
tisan basis, it would be winning a battle but losing a war. The an-
swer, the only alternative, is a genuine effort to place new trade
policy on the right track.

Thank you very much.
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The CHAIRMAN. Thank you very much, Congressman Levin. I, for
one, very much appreciate your tone, as well as that of Congress-
man Rangel. In my judgment, it is the only tone, the only approach
that is going to work here. We all have the same goals, as I men-
tioned in my statement, and I deeply appreciate your reinforcing
that. I have no questions.

Senator Grassley?

Senator GRASSLEY. I thank you all for your testimony. More im-
portantly, I want to thank you for the discussions we have had in
the past on this, and what we will have in the future, and look for-
ward to working with you and at least making sure that you get
proper consideration of your points of view. I cannot do that in the
House, but I can make sure that it is done here in the Senate.

Representative LEVIN. It will happen one way or another in the
House. [Laughter.]

The CHAIRMAN. Senator Graham?

Senator GRAHAM. Thank you, Mr. Chairman and Senator Grass-
ley. Thank you, Congressman Rangel and Congressman Levin, for
your thoughtful insights.

I would like to ask a couple of questions. One, I did not hear your
comments, Congressman Rangel, but I am certain you covered this
subject, as did Congressman Levin. That is the issue of, what is the
appropriate role of Congress in, particularly the complex negotia-
tions that we are going to have with WTO and on regional
multilaterals.

Could you elaborate as to what you think are the key issues in
terms of Congressional involvement?

Representative LEVIN. I would make two points, briefly. The
first, is that the issues have changed since 1988. When we consider
fast track, I find it hard to find anybody who remembers very much
discussion about it. There was some. I think we have to ask our-
selves, Senator, honestly, why is it so different this year?

I think the forthright answer is that there is far more trade than
there was 15, 20 years ago. The nature of that trade has changed,
and more and more of it is with different economies, with different
economic structures, and different rules of law.

Whether it is core labor standard issues, environmental issues,
agricultural issues, e-commerce issues, whatever the issues are,
they are a different quality, as well as quantity, than they were 20
years ago. If we do not face up to that, we are going to hit a dead
end.

So I think the second point is that that has important ramifica-
tions for the role of Congress. I think Congress needs to have a
more participatory role than it did in the past because of the quan-
tity and quality of these issues.

I do not think, in the end, that means there not being negoti-
ating authority. What I think it means, is that we have to work
together to enhance our role and it has to be more than consulta-
tion. It has to be participation.

Now, in the 1988 bill there were provisions for the two commit-
tees to handle resolutions to withdraw fast track. That was a safe-
guard provision in the 1988 legislation. It is not in the Crane bill,
as I read it.
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There have been other suggestions in terms of, for example, the
vote in the Senate. I think Senator Baucus has referred to that.

I would urge that we work together, Senator, to see what other
instrumentalities there might be for Congress’ role to be enhanced
without eroding the ability for the United States, in the end, to
have one negotiator.

I know in the early 1990’s, for example, there was consideration
of a more formalized mid-course review. there is also, I think, the
issue of how we handle regional and bilateral agreements and
whether it is the same as with the WTO.

The WTO agenda has not even been set, and there are some sug-
gestions that we would act on fast track or trade promotion author-
ity bgfore we even knew what the agenda was for the next WTO
round.

I think we need to think through how we handle the issue of fast
track relating to the WT'O when we do not really know what will
be on the agenda. I think what that connotes is a need for looking
at an enhanced role in Congress.

Senator Grassley, I would urge, together, we talk about what
there is beyond consultation. I think the experience of all of us is,
consultation can be somewhat deep, but very shallow.

We have essential authority when it comes to trade, and I am
looking for a partnership with this administration and not for a
secondary role in being consulted at the will of this administration,
or any administration. I do not care who would win the next elec-
tion, I would say the same.

Thank you.

Senator GRAHAM. Sandy, is there a model in existence or that
has been used in the past that would capture your sense of partici-
pation beyond consultation?

Representative LEVIN. I do not think there is a precise model. I
think the reason for it is because there has been such a change in
the dynamic of trade. This is part of my plea: new dynamics re-
quire new responses.

I think that is true, Senator, both substantively and proce-
durally. We have been working hard on the issues, some of us, on
how we increase the participation of Congress without eroding the
ability to have one negotiator.

But I sum it up this way. If we are going to have a single nego-
tiator on the dramatically enhanced set of issues, we are going to
have to make sure that, if someone is in the driver’s seat or the
back seat, that Congress is not in the back seat.

The CHAIRMAN. Thank you very much, Senator.

Senator Lincoln.

Senator LINCOLN. Thank you, Mr. Chairman, for your leadership
on this issue and for holding this important hearing.

I certainly feel a certain urgency in dealing with these trade
issues as I look at my own home State, and over the past three to
4 years, how our rural economy has basically collapsed. Our export
markets for crops and livestock are drying up and forcing com-
modity prices further and further down. I know that the prices for
Arkansas’ main crops are extremely depressed right now.

But, now more than ever, our farmers and our rural communities
that they help support need us to continue to push for greater mar-
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ket access overseas. They also need us to reassert our role as a
global leader in the push for greater market freedom and fairness.

They need us to lead the effort to establish a sound and trans-
parent rules-based, global trading system within our trading part-
ners, particularly in the developing world, so that they can thrive
and grow healthy economies capable of maintaining that strong de-
mand for our good.

I mean, it is not going to do us any good unless, as you mention,
we help to build that quality of life and those economies.

It is not just agriculture that is hurting.Arkansas is the second
largest in steel production, forestry is our number one. Our other
industries and workers also need us to strengthen the rules by
which we and our trading partners are playing. I believe in the im-
portance of preserving the integrity of the trade laws.

If our ultimate goal is to ensure a higher standard of living
through market freedom, then we are better served by a rules-
based system market participants know that they can trust. I think
that is a lot of what we are trying to put together here, and in
working with you gentlemen and the House members, we hope that
we can.

Certainly understanding what people can expect and knowing
that not only we will be a player but that we have set forth for our-
selves guidelines and rules, I think that certainly the map over
there, the charts that we have seen, if we are going to be a player
and continue to be a player in this global marketplace, we have to
be at the table, otherwise we are going to miss out.

But I think it is absolutely essential, if we are to convince people
that market freedom offers the better path to a better future, that
we have to be at that table and we do have to have that rules-
based, transparent system in place.

So I do think it is important for us to be addressing this. I appre-
ciate both of you gentlemen being here, and I hope you will con-
tinue to work with us as we move forward on this very critical
issue to our States, and I think the economy of this Nation. I ap-
preciate you bringing your ideas and testimony here, and would
love to work with you further.

Thank you very much, Mr. Chairman.

The CHAIRMAN. Thank you very much, Senator.

Representative RANGEL. I accept, and support the eloquent state-
ment that the gentle lady has made. I would hope that one of the
dramatic steps that we could take as a Congress is to remove the
unfair embargo that we have on the people in Cuba so that we
could open up our markets to our farmers and others as we show
the world that when we say we mean free trade we mean it, and
not political trade.

Senator LINCOLN. Well, the gentleman knows that roughly 50
percent of our rice from Arkansas went to Cuba many years ago,
and we would be anxious to see that happen as well.

Representative LEVIN. Senator Lincoln, I, too, want to just say
briefly that I would welcome the chance to work with you. We have
worked together on other controversial issues.

Senator LINCOLN. Yes, we have.

Representative LEVIN. Let me just say three quick words on agri-
culture. I think, increasingly, the issues are not only market ac-
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cess, but competition. I read briefly in one of the periodicals this
morning the reactions of some of the agricultural groups to some
of these issues.

I think if we are realistic we are going to understand that, espe-
cially the evolving economies, will be competing with us agricultur-
ally. They want to compete even more, whether it is orange juice,
or sugar, or whatever.

Second, on steel, I think it shows the changing nature of trade,
because 20 years ago almost all steel was back and forth among in-
dustrialized nations. The steel crisis this time involved Brazil,
China, Russia, et cetera. Third, we have to be at the table. We
have to be there within the right framework. That is the challenge.

Thank you.

The CHAIRMAN. Thank you, Senator.

Senator Murkowski, any questions?

Senator MURKOWSKI. Thank you, Mr. Chairman.

The CHAIRMAN. I might, at this point, say that I have to leave
briefly. When you gentlemen finish, we have a panel next.

I know Mr. Sweeney is among those on the panel. I want to
thank him for coming, and I apologize to Mr. Sweeney and to the
others on the panel, Mr. Scher, Wolff, Hormats, and Yeutter. But
I will return forthwith, and Senator Grassley is going to be
chairing the hearing.

Senator GRASSLEY. Senator Murkowski?

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

Senator MURKOWSKI. In deference to the two gentlemen, Con-
gressman Rangel and Honorable Sander Levin, let me just make
an observation relative to steel and the last remarks that you
made.

It is rather interesting. Our State is somewhat noted for energy
production. We did, 27 years ago, build an 800-mile, 48-inch wide
pipeline across the breadth of Alaska. It took a good deal of the
production of the Japanese, Korean, and Italian mills to produce
that steel because we were told we could not produce it competi-
tively, we did not have capacity for that size.

For the benefit of those of you who are interested in the steel in-
dustry in the role of America, I would remind you that we are plan-
ning to build a 3,600-mile gas pipeline that would enter the United
States in the Chicago City gate, 48-inch, X80 or X100. That is
roughly one-inch thick.

It would take the capacity of Japan’s steel mills’ and Korea’s
steel mills’ total output for 2 years if, indeed, we have to go over-
seas for that pipe. I would hope that America’s steel industry and
the Congress can address this extraordinary opportunity to rejuve-
nate our steel industry.

Mr. Chairman, let me just reflect on the issue of free trade and
protectionism that has been going on in the Congress for a long,
long time. The champions on both sides are becoming more sophis-
ticated. The arguments are the same. Does trade lead to winners
and losers? The answer is, clearly, yes. But that is what competi-
tion is all about. That is why it is going to be interesting to see
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W}(liether our steel industry can be competitive in this extraordinary
order.

Further, does economic growth put pressure on underdeveloped
societies and labor and environmental issues? The answer is, clear-
ly, yes. It did in this country as well.

But I would ask if short-term pains of competition and other
pressures on society outweigh the benefits of trade. No, I do not
think so. Not now, and probably not ever, for that matter.

Does government have a role in easing the plight of firms and
individuals negatively affected by trade? The answer is, clearly,
yes. Sound economic policy should ease the transition of individuals
and their companies to move in competitive areas.

Can the United States help other countries overcome some of
their short-term labor and some of their environmental problems
resulting from rapid growth? There is no question on that either.

Through technology which we have, and other means, we have
many, many tools to help the developing world. I think that is one
of the fallacies in Kyoto, is that we did not insist that we were
going to use our technology to help the underdeveloped countries
reduce their emissions.

But is limiting benefits of trade the way to address these prob-
lems or is that simply to damn other countries to remain under-
developed? Ultimately, I think the prime lesson of the U.S. eco-
nomic history is this: trade is really a very powerful engine for eco-
nomic development. With economic development comes, certainly,
higher standards of living, greater demand for higher environ-
mental, health, labor, and other non-trade standards.

Demanding that other countries adopt the social standards of the
wealthy countries as a prerequisite to trading rights is a sophisti-
cated form, in itself, of protectionism. Underdeveloped countries see
it for what it is, an attempt to keep them underdeveloped.

I think there is a better way we can work closely with other
countries to ensure that they do not lower labor or environmental
standards to increase trade.

My colleague, Senator Graham, across the aisle and I hope to in-
troduce very shortly a bipartisan bill with the colleagues on both
sides of the aisle which recognizes this important middle ground.
So, I look forward to working cooperatively with all to achieve posi-
tive results with a flexible approach that puts trade first.

If we demand adherence to radical social agendas, I do not think
we achieve our objective. I worry about those who are promoting
a radical agenda in the trade context of seeking advancements, and
perhaps achieve little or nothing.

We know that trade itself is the answer to labor and environ-
mental concerns. We can choose to ignore the lessons of history. We
would do so, I think, at the expense of American leadership, Amer-
ican jobs, and American prosperity.

So, thank you, Mr. Chairman, and thank you, gentlemen.

Senator GRASSLEY. I thank you all for your kind attention, and
staying with us for a long period of time, to our colleagues in the
House.

I will now call the second panel. We have Mr. John Sweeney,
president of the AFL-CIO, Washington, DC; Mr. Harold McGraw,
ITI, chairman and CEO of The McGraw-Hill Companies, New York,
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NY, chairman of the Emergency Committee for American Trade;
Mr. Chuck Merja, former president of the National Association of
Wheat Growers, Sun River, MT; and we have Mr. Mark Van
Putten, president and CEO of the National Wildlife Federation,
Reston, VA.

Mr. Sweeney, I understand that you are on a tight time schedule,
so we will let you go first. I do not know whether you will have
time for questions, but if you have to go and people want to ask
you questions, we can do that right after your comments before the
other three testify.

Mr. SWEENEY. Thank you. I would be happy, Senator, to respond
in writing if there are any additional questions, but I have to leave
around 11:00.

Senator GRASSLEY. All right. You proceed then, would you
please?

STATEMENT OF JOHN SWEENEY, PRESIDENT, AFL-CIO,
WASHINGTON, DC

Mr. SWEENEY. Thank you. Thank you, Senator Grassley and
members of the committee. I am glad to have the opportunity to
talk with you today on behalf of the 13 million working men and
women of the AFL—-CIO about proposed fast track legislation.

How the Congress chooses to delegate trade negotiating author-
ity to the executive branch will have an enormous impact on the
content of new trade agreements, as well as on the process of nego-
tiating these agreements.

Our members recognize that their jobs, their wages, and their
communities have been profoundly affected by past trade agree-
ments and they want their voices heard as these important deci-
sions are made.

Today our country finds itself in the middle of a heated debate
over the rules and the institutions of the global economy. Ordinary
citizens from all walks of life are educating themselves, forming
new alliances and sometimes even taking part in street demonstra-
tions as they conclude that the global community needs a dramatic
change in trade, investment, and development policies if we are to
build a global economy that truly works for working families here
in the United States, as well as around the world.

These ordinary citizens reject the status quo of growing global in-
equality, persistent poverty, financial and political instability, egre-
gious human rights abuses, and environmental degradation.

It should come as no surprise that American workers reject trade
proposals that ignore continued job loss at home. We have lost al-
most half a million manufacturing jobs since the first of this year.

These outcomes are not inevitable. They result from the rules
and the institutions we put in place. The Congressional debate
about fast track legislation is a crucial starting point to begin ad-
dressing these serious problems.

Last week, Congressman Phil Crane introduction a fast track bill
called Trade Promotion Authority Act of 2001, H.R. 2149. Astonish-
ingly, Mr. Crane, with the support of the Republican leadership of
the House of Representatives, chose to completely ignore the debate
that has raged in the halls of Congress and on the streets of Se-
attle, Quebec, and Washington DC over the last several years, a de-
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bate about how to reverse some of the devastating impacts of un-
checked globalization on workers, on family farmers, and on the en-
vironment.

Instead of acknowledging and correcting the failures of current
policies, Mr. Crane’s bill simply offers more of the same and would
send our negotiators to the table with virtually the same set of in-
structions that produced today’s global inequities.

In fact, H.R. 2149 represents a giant step backwards even from
the flawed fast track rejected by the Congress in 1997 and 1998.
Even many in the business community now acknowledge that our
trade policies must address the crucial issues of labor and environ-
ment, although we are far from consensus on precisely how to do
so effectively.

Polls consistently show that a huge majority of the American
people believe our trade agreements should include workers’ rights
and environmental standards. But H.R. 2149 does not even men-
tion workers’ rights and environmental standards, not as negoti-
ating objectives, not as ancillary issues to be considered, and cer-
tainly not as what they ought to be, key national priorities.

Instead, Congressman Crane’s bill imposes new constraints and
procedural hurdles that would apply to any workers’ rights and en-
vironmental protections included in a fast track bill, but not to the
principal objectives included in the bill.

Unlike the 1997 fast track bill, H.R. 2149 contains no positive
goals with respect to promoting respect for workers’ rights or sup-
porting the work of the International Labor Organization.

While these previously proposed provisions were far from ade-
quate, it is remarkable that this bill does not even make a pretense
of addressing these concerns. The lack of any positive agenda in
this fast track bill to improve the protection of workers’ rights is
simply reinforced by President Bush’s budget.

President Bush proposes slashing in half the funding the United
States allocated in the year 2000 for international labor initiatives,
including ILO programs to prevent child labor and promote respect
for core workers’ rights.

All in all, this bill is an insult to the millions of Americans whose
lives have been adversely affected by current globalization policies
and an affront to those who have struggled to come up with con-
structive solutions to complex policy problems.

I commend Chairman Baucus, Senator Grassley, and this com-
mittee for scheduling a mark-up on the Jordan Free Trade Agree-
ment next week. As you know, I share the view that this agree-
ment marks an important advance in that it incorporates enforce-
able workers’ rights and environmental protections in the core of
a trade agreement under the same dispute resolution as all the
other provisions.

I urge the Finance Committee to act expeditiously to pass it
without any amendments and to resist any attempts to undermine
or weaken its provisions with executive actions such as side letters
or memoranda of understanding.

I thank you for this opportunity.

Senator GRASSLEY. Thank you, Mr. Sweeney.

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



17

Senator GRASSLEY. Now, Mr. McGraw?

STATEMENT OF HAROLD McGRAW, III, CHAIRMAN AND CEO,
THE McGRAW-HILL COMPANIES, NEW YORK, NY, AND CHAIR-
MAN, EMERGENCY COMMITTEE FOR AMERICAN TRADE,
WASHINGTON, DC

Mr. McGrRAW. Thank you, Mr. Chairman, members of the com-
mittee. Thank you for for the opportunity to be here today. I am
Terry McGraw, Chairman and Chief Executive Officer of The
McGraw-Hill Companies. You probably know us by some of our
brands: Standard & Poor’s, McGraw-Hill Education, Business
Week, and others.

I am here today as chairman of the Emergency Committee for
American Trade, ECAT, an association of chief executive officers of
major American companies with global operations who represent
all principal sectors of the U.S. economy.

Stated simply, global expansion is critical to the future success
of most large companies, and most importantly, increasingly to
small- and medium-sized businesses as well.

Currently, 20 percent of The McGraw-Hill Companies’ revenues
come from foreign sources. Our goal is to double that number in
the next 5 years.

The United States stands today as the world’s largest trading na-
tion, and our open trade policies have helped propel global eco-
nomic expansion. As we all know, since World War II a six-fold
growth of the world economy together with a tripling of per capita
income has enabled millions of families to rise out of poverty and
enjoy higher standards of living.

Jobs directly supported by exports reached 12.1 million in 2000,
almost 3 million more than in 1990. Imports have helped support
another 10 million jobs domestically.

In this time of economic slow-down and uncertainty, the impulse
to close our market can gain strength. America, which has a com-
petitive advantage in so many products and services, ought to be
hopeful, rather than fearful, about the effects of more open trade.

The United States has an economic, political, and moral obliga-
tion to keep moving forward to liberalize trade. Central to our abil-
ity to expand trade and investment is trade promotion authority to
restore U.S. leadership on trade internationally, to promote eco-
nomic growth, and create opportunities for American companies,
their workers and their families, and to assure effective executive/
Congressional collaboration on trade policy.

Yesterday, I helped launch a broad-based business and agricul-
tural coalition called US Trade to support the bipartisan renewal
of TPA this year. Let us look at the facts. America is sitting on the
sidelines while the rest of the world is engaged. There are now 134
free trade agreements in force around the world; the United States
is party to only two. If America does not play a leadership role,
much of the impetus for the new negotiations in the western hemi-
sphere and in the WTO will be gone.

It will be harder to open new markets, reduce barriers, or sup-
port the economic growth and standard of living enjoyed in this
country. The Free Trade Area of the Americas could join a popu-
lation of 800 million people with a combined GDP of approximately
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$11 trillion; yet many of these countries maintain some of the high-
est tariff and nontariff barriers in the world.

For example, in 1999, piracy of intellectual property in Brazil
alone totaled $920 million, an issue of great concern to content
companies such as mine.

We need bipartisan leadership to break through. This committee
has led from the very beginning on the original fast track bill in
1974, and we need it again today. Those of us who champion trade
should search for common ground with people of good will who seek
safe and healthy workplaces, improved labor standards, and indi-
vidual freedom.

We at ECAT agree that there are serious international labor, en-
vironmental, and other issues to be addressed, but not necessarily
within the four corners of trade agreements.

Not all of the world’s labor and environmental problems can be
solved through trade agreements. I have traveled extensively to de-
veloping markets. These countries and their citizens want U.S.
businesses to locate there. They provide better jobs, better working
conditions, and higher wages than local companies.

As the World Bank and others have documented, trade liberal-
ization itself is among the most effective forces to improve labor
and environmental standards worldwide. We should not mandate
the inclusion or exclusion of labor and environmental issues in all
trade agreements.

Progress is often best made through cooperative work, technical
assistance, and other tools in organizations with the expertise, such
as the International Labor Organization.

Let us not undermine the role of the NGOs in monitoring and
affecting bad working conditions and environmental concerns. We
are committed to working with the Administration and all mem-
bers of Congress to support efforts to pass trade promotion author-
ity this year.

Let me conclude by saying that, while trade promotion authority
is largely a negotiation between the Administration and Congress,
there are two principles that we believe must be retained.

First, the availability of trade promotion authority procedures
should not be conditioned on any particular outcome. Congress has
never done so before. To do so now would tie the hands of U.S. ne-
gotiators and cause our trading partners either to refuse to come
to the table or to follow our precedent.

Second, we should retain three key procedural guarantees for our
negotiators to be taken seriously: an up and down vote within time
certain; limited debate and no amendments to the implementing
legislation—there remains, however, much room for modification,
perhaps longer periods for debate or greater executive consulta-
tion—and Congressional input.

Mr. Chairman, President Clinton should have had trade pro-
motion authority. President Bush needs it, and future presidents
deserve it. Differences do not have to mean deadlock.

Thanks very much.

Senator GRASSLEY. Thank you, Mr. McGraw.

4 [The prepared statement of Mr. McGraw appears in the appen-

ix.]

Senator GRASSLEY. Now, Mr. Merja?
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STATEMENT OF CHUCK MERJA, FORMER PRESIDENT, NA-
TIONAL ASSOCIATION OF WHEAT GROWERS, SUN RIVER, MT

Mr. MERJA. Thank you. Mr. Chairman and members of the com-
mittee, fair trade is a very important issue to all of U.S. agri-
culture. We need to act quickly to reinstate trade promotion au-
thority.

The United States needs to be actively engaged in regional and
world trade negotiations. However, our past methodology is not
good enough for today. Instead of giving carte blanche negotiating
authority to the administration, I would strongly recommend a bi-
partisan agreement between Congress and the administration
which gives the administration negotiating authority and which
also lays out negotiating objectives, along with a process whereby
we can evaluate whether or not those objectives are being met.

We will be challenged to reach an agreement about goals and a
process of evaluation this year, but we must. To delay approval of
TPA beyond this year puts us in danger of having the process un-
duly influenced by the politics of an election year.

We must limit the scope of trade promotion authority to trade
issues, but please recognize that, for agriculture, competitiveness
issues are trade issues. If producers in the United States do not
have a way to differentiate our products grown under more strin-
gent environmental regulations or do not have access to production
methods that our competitors can use, it is arrogant and inaccurate
to think that U.S. producers will hold any competitive advantage
in world markets, including our own.

We must be competitive because about 80 percent of Montana
wheat and about half of the entire U.S. wheat crop are exported
every year. So, we are very dependent upon open and fair trading
systems.

I am a little paranoid about our success, though, because after
all of the rhetoric and hoopla about free trade, level playing field,
knocking down trade barriers, no agreement is better than a bad
agreement, et cetera, the simple fact of the matter is that U.S.
wheat producers hold a smaller share of the world market today
than we did when we put CUSTA, NAFTA, or WTO into place
roughly 10 years ago.

The European Union, which by all measures has the highest cost
of production of the five major exporters of wheat in the world, has
gone from being a wheat importer roughly a quarter century ago
to the position of now holding the largest market share of world
wheat trade.

They did so, not by being competitive, as one would expect in a
fair trade system, but through shrewd negotiation and intractable
focus on gaining market share, and the rest of the world let them.

Another issue that is in my back door, is that at a time of record-
high U.S. producer-owned inventories of wheat, Canada pushes the
equivalent of 100 percent of the U.S. durum carry-out and one-
sixth of the U.S. spring wheat production into the United States,
right into, or through, the primary production areas for those crops
here in this country.

Furthermore, those crops have crop protection products used to
produce them that are identical or analog to products used here,
but are not registered here. Many of these products are priced at
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40 to 60 percent of the products found here, giving foreign pro-
ducers just a few miles away a significant competitive advantage.

Even though we agreed to harmonize these products a dozen
years ago, we have not. In fact, EPA enforces chemical companies’
marketing plans by putting U.S. producers who try to use these
products in jail.

We do not pay much attention to the fact that Argentine soybean
farmers whose currency about at par with ours have access to $8-
a-bag soybean seed, and herbicides at $8 a gallon, while U.S. pro-
ducers pay $40 for the same bag of soybean seed and $35 a gallon
for the same herbicide active ingredient.

Not only with this have a major impact on soybean farmers here,
but wheat is a rotation crop for the Argentine soybean producers
and it will put U.S. wheat producers at a competitive disadvantage,
too.

Several agricultural writers have recently commented that $6
beans are a relic of the past because of this competition; $4 wheat
might be, too.

In closing, I would like to say that these couple of examples point
out that we definitely have some things to correct from the past
round, that we have issues to deal with prospectively, and we are
being left out of current bilateral and multilateral negotiations.
Therefore, I urge you to work together to form a workable trade
promotion authority.

Thank you very much.

Senator GRASSLEY. Thank you, Mr. Merja.

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

Senator GRASSLEY. Mr. Van Putten?

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

Mr. VAN PUTTEN. Thank you, Mr. Chairman and members of the
committee. I am Mark Van Putten, president of the National Wild-
life Federation, America’s largest conservation, education, and ad-
vocacy organization.

In addition to our over four million members and supporters, our
federation consists of State affiliates such as the Montana Wildlife
Federation, the ITowa Wildlife Federation, the Florida Wildlife Fed-
eration, and the Environmental League of Massachusetts.

Today we have an historic opportunity to demonstrate leadership
and forge a new consensus on trade policy by developing trade pro-
motion authority that reflects the values and interests of all Ameri-
cans.

A new consensus on trade is achievable and within reach, yet the
challenges are significant. The greatest and most immediate risk to
the trade agenda is attempts to exclude certain issues, such as en-
vironmental issues.

This approach to trade promotion authority will only polarize the
debate and paralyze the process rather than begin the hard and de-
liberate work towards building consensus.

The National Wildlife Federation wants to get to yes on trade lib-
eralization. We support further trade liberalization if United States
and international policies and institutions are reformed with com-
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mon sense measures to integrate economic and environmental pri-
orities.

One of the greatest challenges facing the members of this com-
mittee and the administration is that the international trading sys-
tem is in a crisis of plummeting public confidence. Until trade rules
reflect such core democratic values as environmental stewardship,
new trade agreements will not win the public support needed to
implement them.

So how do we get to yes? Three common sense principles must
be incorporated into trade promotion authority in trade negotia-
tions before any new trade agreements qualify for fast track treat-
ment.

First, trade liberalization should support, not undermine, envi-
ronmental protection. Trade liberalization can advance environ-
mental protection, but it will not necessarily do so without a
thoughtful approach that integrates these values into trade liberal-
ization.

Even more troubling, trade liberalization can undermine environ-
mental protection here at home as well as abroad. For example,
NAFTA’s Chapter 11 investment provisions have recently been
used to challenge environmental safeguards.

It creates the potential for challenges to environmental protec-
tion using trade agreements where such challenges would be re-
jected under domestic U.S. law. These problems with Chapter 11
need to be corrected and must not be replicated in any new trade
agreements.

Agreements must also ensure that nations enforce environmental
laws and agree not to lower environmental standards to gain trade
and investment advantages. Mechanisms to ensure compliance
with environmental provisions in trade agreements should be on
par with commercial provisions.

The second principle, is that the United States needs to promote
global consensus. Liberalized trade abroad can be vital to securing
the means for less developed nations to implement policies for sus-
tainable development and environmental protection, but these re-
sults, too, are not a given.

Trade agreements must be accompanied by a systematic program
to assess and improve international environmental performance
through cooperation, capacity building assistance, and technology
transfer. That is why the National Wildlife Federation supported
NAFTA nearly 10 years ago.

The United States should evaluate the lessons of NAFTA and
strengthen and extend the commitment to environmental coopera-
tive institutions under NAFTA and beyond.

The third principle, is that trade negotiation and dispute proce-
dures must be reformed to make them more accountable, demo-
cratic, and open.

So how do we embark on the road to consensus in incorporating
these principles? This consensus will not be built in a day, but as
work goes forward there are immediate opportunities to do so.

The first step must be that this administration must lead. This
administration must reject approaches, like the Crane bill, that
represent the failed approaches of the past. They will fail again if
this is the way we approach this issue.
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Second, the administration should support Congressional ap-
proval of the Jordan agreement as is, with no strings attached in
the form of interpretive agreements that erode the progress that
was accomplished in that agreement.

In my written remarks I include additional examples of ways in
which the administration could lead in helping to forge this new
consensus.

It is in the interests of everyone who wants trade to succeed to
establish public confidence in the institutions and policies gov-
erning trade. Fortunately, consensus solutions are within reach,
and we look forward to working with this committee, the adminis-
tration, and all concerned to find that common ground. Thank you.

The CHAIRMAN. Thank you very much, Mr. Van Putten.

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

The CHAIRMAN. I would like to begin, Mr. Sweeney, and ask
about the Jordan agreement, because I think it is a model. Not the
only model. Trade agreements vary, countries vary, conditions
vary, but at least there is an agreement that it is a basis for some
agreement, particularly the non-derogation provisions that no coun-
try can lower its environmental labor standards for it to gain a
competitive advantage.

Is that a principle or concept that you think makes sense?

Mr. SWEENEY. As I have said before, we believe that the Jor-
danian agreement really provides a good starting point for explor-
ing how best to protect workers’ rights through trade agreements.
We do that, knowing that the chamber of commerce in Jordan and
the labor movement in Jordan support it, and that the Jordanians
have very good labor laws.

However, it is not necessarily a model for a fast track bill be-
cause it cannot be applied in a blanket way to every country. Coun-
tries whose laws do not meet ILO standards must either come up
to those standards before entering into a trade agreement, or agree
to some appropriate transition plan.

The CHAIRMAN. There are really two issues. One is current labor
standards, as you see it, in some countries, and in other countries
who do not have core labor standards. You are saying, in that case,
in your judgment, that the Jordan agreement does not suffice be-
cagse those countries have not developed stronger core labor stand-
ards.

Mr. SWEENEY. Right. Yes. That is what I am saying.

The CHAIRMAN. All right.

Mr. McGraw, what about the Jordan agreement, the non-deroga-
tion provisions?

Mr. McGrAw. I think most on the business side look at the Jor-
danian Free Trade Agreement as a foreign policy issue designed
more to promote peace in the region and, therefore, support it.

I would not support it as a model for going forward. I think any-
thing that has mandated outcomes that suggest trade sanctions is
not necessarily helpful in terms of a model for all free trade agree-
ments going forward.

The CHAIRMAN. Maybe you were going to get to this point, but
I want to focus more precisely on the non-derogation provisions.
That is, no country will take actions to lower their environmental
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or labor regulations or laws in order to gain a competitive advan-
tage.

Mr. McGraw. We would support that.

The CHAIRMAN. All right. What more can you support?

Mr. McGraw. Well, I think some of the language in the Jor-
danian agreement having to do with intellectual property rights
was particularly well done, and I think is something we would feel
very supportive of in going forward.

But certainly from our standpoint, from a business standpoint,
the worrisome part, again, is falling back into the trade sanction
argument. We do not think those kinds of mandated types of out-
comes are very helpful.

The CHAIRMAN. What about an approach that says, all right,
here is the menu of actions the country can work for or can agree
to. One might be sanctions, one might be fines. I could come up
with a whole long list.

It is up to each negotiator to try to gain the best advantage for
America, clearly, that he or she could get. But there is a menu.
What is your reaction to that?

Mr. McGRrAW. I think on any particular free trade agreement one
has to look at the country in question and what we are trying to
do. The reason that we support so strongly trade promotion author-
ity is because it is a trust, it is a dialogue, between Congress and
the Administration to make sure that there is meaningful discus-
sion in terms of negotiating objectives and what concerns are there.

The thing that we would not want, is to have U.S. negotiators
hampered in any way in terms of being able to have the freedom
to negotiate the best possible deal you could.

The CHAIRMAN. Right. But would a menu give our negotiator
that freedom?

Mr. McGraw. Again, I would not hold to any one particular set
of ingredients for that kind of agreement. I think, on each par-
ticular free trade agreement, there should be a meaningful dia-
logue about what negotiating objectives should be included.

The CHAIRMAN. What comparison can one draw, or conclusions
can one draw, from the intellectual property era? That is, devel-
oping countries did not want it and asked to negotiate separate in-
tellectual property agreements.

Some American companies did not want to be part of the world
organization. But yet we proceeded and we got a better deal, prob-
ably, than we would have had we not proceeded that way.

The world is changing. Back then, one could say, and I think
there is some truth, that at that time intellectual property provi-
sions were more front and center.

If you look at Seattle, this increased globalization, one can say,
now we are front and center on environmental issues, labor issues,
and so forth. I am sure some of the developing countries have con-
cerns. Obviously they have concerns, concerns that we should re-
spect, and do respect.

But, yet, the argument is that that does not mean we should not
go forth, fully respectful of those countries’ positions, and try to
find some way to address the new, current world order, knowing
that 20 years from now it is going to be something else. But here,
today, it is labor and environmental issues and trying to, if you
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will, sort of harmonize a bit so that we can have more trade world-
wide.

Mr. McGraw. Well, Mr. Chairman, I think the question is, how
far do you want to go? How much do you want to solve on the back
of a particular trade bill? I think the weight gets a little bit much
when we start talking about specifically mandating outcomes for
labor, environment, and a host of other issues at the same time.
I think those all have to be individually negotiated.

On intellectual property rights, the basic tenet there is that if
you are pirating, essentially if you are stealing, it is very difficult
to have a meaningful relationship with that partner.

Intellectual property rights was all about putting the enforce-
ment features in place such that you do have a basic rule of law
that will respect the kinds of relationship factors that one would
have in a trading agreement.

The CHAIRMAN. These hearings are always very frustrating. You
start getting into something, and the light goes on. My time has
expired.

Senator Grassley?

Senator GRASSLEY. I will follow up on your discussion, Mr.
McGraw, by asking you, one of the principles in your testimony
dealt with the issue that trade promotion authority should not
mandate outcomes to particular negotiations.

I believe that that was a principle carried forward in every pre-
vious grant of authority for the President to negotiate. I would ask
you why you feel that, even today, in potentially the ninth round,
that that would be very important.

Mr. McGraw. Well, again, as I said in my comments before, 1
think that whenever you get into a position of mandating an out-
come in any way by placing any restrictions on the negotiations
you put us in an inferior position for the U.S. negotiator to be able
to get the best possible agreement and to bring it back. The process
should go forward and the process should work.

If the Administration comes back with a free trade agreement
that is insensitive to the objectives and concerns from Congress,
Congress has the final authority. It can vote it up or down and dis-
miss it, and the Administration would be responsible for that.

But I think to hamper in any way those U.S. negotiators from
being able to develop the best possible deal, is not in our best inter-
ests. It puts us in an inferior position.

Senator GRASSLEY. Yes.

Mr. Van Putten, in an effort to see if there is some common
ground, I would like to quote from the bill that Congressman Cane
introduced on the issue of transparency.

“The principle negotiation objective of the United States with re-
spect to transparency is to obtain broader application of the prin-
ciple of transparency through (A) increased or more timely public
access to information regarding trade issues and activities of trade
institutions; (B) increased openness of dispute settlement pro-
ceedings, including under the World Trade Organization.”

To me, these objectives seem to correlate very nicely with one of
your main trade objectives. I wonder if you would acknowledge a
good faith attempt here to address one of your principle concerns.
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Mr. VAN PUTTEN. Senator, I acknowledge that that does partially
address our concerns. Our concerns for transparency, however,
have not just been that we be allowed to be knowledgeable observ-
ers, but that we in the nongovernmental organization community
have some of the same participation rights that we enjoy in our
system.

For example, one of the specific transparency issues that we have
pressed, in the WTO context and otherwise, is the right to partici-
pate through friends of the court, or amicus brief, in dispute resolu-
tion procedures.

I did not hear that specifically mentioned, but I nevertheless
would acknowledge that that appears to put us in the position of
more knowledgeable observers on the sidelines of many of these
discussions.

Senator GRASSLEY. Mr. Merja, as you know, 4 out of 5 WTO
member countries are from the developing world. You probably
know of their strong opposition to labor and environment provi-
sions and trade organizations because these poor countries want to
grow their way out of poverty. They see trade as a way of doing
it. They also know that rich developed countries have, in the past,
erected barriers for products made in developing countries.

The President’s comments Monday have come up for discussion
a couple of times this morning. I would like to read one paragraph
from that, and then ask you a question following on what I just
said about developing countries.

“I would like to remind people that if you are a poor nation, it
is going to be hard to treat your people well. If you are a poor na-
tion, it is going to be hard to have good environment policy. Trade
is the best way to eliminate poverty. Therefore, our trade agree-
ments ought to be free from codicils which prevent us from freely
trading.” Now, we have only quoted the last part of that sentence
this morning, but I gave you the whole quote.

My question to you is, if we do not launch a new round because
we insist on provisions that poor developing countries will not ac-
cept, will they not be the biggest losers, meaning the poor and the
weak countries?

Mr. MERJA. That may be. But I think that there is room to both,
Senator. For us to give away issues that are competition issues,
competitiveness issues for U.S. agriculture for the sake of a clean
agreement, I think, is not a very wise thing to do.

Senator GRASSLEY. Thank you, Mr. Chairman.

Mr. SWEENEY. Mr. Chairman?

The CHAIRMAN. Yes?

Mr. SWEENEY. As Senator Grassley advised the committee, 1
really have to leave to go out of town to a rally. I apologize to the
members of the committee.

The CHAIRMAN. Thank you very much. I know you changed your
schedule, Mr. Sweeney, to come today, and we deeply appreciate
that.

Mr. SWEENEY. Thank you.

The CHAIRMAN. Thank you.

Senator GRASSLEY. Thank you, Mr. Sweeney.

The CHAIRMAN. Senator Graham?



26

Senator GRAHAM. Mr. Van Putten, you said in your statement
that you thought that environmental standards should be on a par
with commercial provisions in a trade agreement. Could you elabo-
rate on what would constitute being on par?

Mr. VAN PUTTEN. Yes, Senator. I think, as Congressman Levin
articulately stated earlier in this hearing, the world of global
change is not only a world of more trade, but a much more com-
plicated world with trade implicating the ability to achieve shared
international environmental values and meet standards as well as
the ability of particular countries to meet minimum standards and
to chart a course of having perhaps even more restrictive standards
themselves.

I must admit to a sense of, listening to the debate and my col-
league on the panel a moment ago commenting on, you have to
have intellectual property protection because you cannot trade with
pirates, so to speak.

Our view is if, as part of trade liberalization, the environmental
commons are degraded or our ability to advance sustainable devel-
opment and protect our shared environment is degraded, as a re-
sult of that we cannot trade for that purpose either.

The fundamental view that we have is that trade liberalization
is not an amoral enterprise, that it is something that directly impli-
cates the ability to achieve shared human aspirations, the ability
to protect the planet, and that recognizing that in the body of trade
agreements is not loading it down with something irrelevant that
gets in the way.

So we are looking for mechanisms that recognize that essential,
integral relationship between market integration, trade liberaliza-
tion, protecting the planet, and achieving sustainable development.
Some of that is appropriate within the four corners of trade agree-
ments.

As I said in our second principle, the United States must lead
in achieving a global consensus and in addressing some of the
issues of developing countries that have already been mentioned.
Some of that can occur though other mechanisms such as the
NAFTA institutions in which we have invested a lot of energy to
try to make them succeed.

So, I think there needs to be an effort to recognize, within the
body of trade agreements, that these core environmental concerns
are on a par with concerns like intellectual property and protection
of investors.

At the same time, that is necessary, but that is not sufficient. We
need the technology transfer, the capacity building. We need vital
institutions through entities like the NAFTA parallel agreement to
also advance the development of that global consensus that in-
cludes the developing world.

Senator GRAHAM. Mr. Merja, I come from a State which is a
large agricultural State, very diverse, and produces many products
that are import-sensitive. You mentioned some of the areas in
which the big grain States also are facing import challenges.

Do you think that there should be, in the authority granted by
the Congress to the President to negotiate, any particular ref-
erences to import-sensitive agriculture, and if so, what should it
say?
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Mr. MERJA. Well, I think that every country will have to ask and
answer that question for themselves, as will we. I think that there
will be some industries in this country that are diminished because
of trade liberalization. There will be industries in this country that
are enhanced. As an agriculturalist, I hope I am on one of the sides
that is enhanced.

To answer your question directly, I think that we need to take
care of some industries that are in the United States, in different
States, when we put the law into place.

Senator GRAHAM. Mr. McGraw, I want to say how much several
of us who have had an opportunity to work with the ECAT coali-
tion have appreciated its reasonableness in trying to arrive at a
resolution with some of these issues.

I would comment on your testimony, that you, like the rest of the
panel, expressed an interest in improving labor and environmental
standards. How do you think, within a trade structure, it would be
the most appropriate way to proceed to do so?

Mr. McGraw. Well, thank you for your comments, Senator. The
question really becomes, what is the best way to deal with some
of those issues? As I was saying to you, Mr. Chairman, I believe
that placing a whole host of requirements on the back of a free
trade agreement is not the most helpful way to be able to generate
the kind of results that we would like to see in all of those issues.

Therefore, I think we have to make sure that the U.S. negotiator
is given the flexibility to be able to work with Congress in terms
of developing what the principle negotiating objectives should be,
and then to go forth and try and get the best possible agreement
and bring it back. So, it would not be, again, loading up any one
particular model in a free trade agreement. I think the flexibility
is a part.

I also heard in Senator Lincoln’s comments the word trust, and
that is what trade promotion authority is all about. It is a trust,
it is a dialogue, between Congress and the administration.

We have got to be able to get to that so that business can then
go out and do the kind of work that will bring that expansion and
will be able to bring that higher level of prosperity. But we need
that dialogue to take place.

Senator GRAHAM. Thank you.

The CHAIRMAN. Thank you very much, Senator.

Senator Kerry?

OPENING STATEMENT OF HON. JOHN F. KERRY, A U.S.
SENATOR FROM MASSACHUSETTS

Senator KERRY. Thank you very much. Let me begin by saying,
Mr. Chairman, I think we ought to be really wary of the notion
that we have to proceed rapidly to come to a conclusion on the
question of how we are going to approach the fast track request or
the trade promotion authority, as it is now being framed.

I think we have to remember that the FTA process was obviously
started without fast track authority. There are no legislative
changes required in it until, I think, 2005.

If you look back, historically, we have gone significantly down
the road with many of our rounds before the authority was actually
requested. I think one could really make a very strong argument
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that we are sort of launching a round here which we could begin
to sort of play out a little bit before the playing field really closes
in on us.

I think, politically, it would be perhaps impossible, but certainly
damaging, to proceed too rapidly in a way that is sort of force-fed.
I think the Crane bill may indicate that.

The reason I say that, is the following. I hope it is an important
observation. I voted for fast track, I have voted for NAFTA, I voted
for permanent normal trade authority with China. I suppose I
would, therefore, fall very much into the so-called free trade camp
here. My disposition is to want to do it in the future.

But—and here is the significant but—I do not think any of us
can avoid analyzing and responding to the very significant shift in
dynamics globally that are occurring and have occurred. I am not
talking simply about responding politically to the streets of Seattle
or to other demonstrations.

I am really talking about sort of looking at globalization and the
wave of technology as it has moved, and the impact of trade on
other nations, other cultures, and the response, politically, of lead-
ers and of all of those countries.

I think that we need to think very carefully, globally, about what
is happening to the consensus for our economic system, which is,
after all, what trade is based on.

If you look at some of the discussions at a place like the World
Economic Forum over the last four or five years—I saw Bob
Hormats is here, and others who participated in that—there is an
enormous amount of energy expended by CEOs, by finance min-
isters, trade ministers, prime ministers, presidents, and others to
grapple with this question of “putting a human face” on
globalization, which is, after all, in the end, really putting an eco-
nomic benefit in the pockets of people at all levels in each society.

I think good analysis of what has happened in the last years
would come back and say, whoops, it is not being passed on suffi-
ciently. There has been the creation of a huge amount of wealth,
there has been an enormous transfer of wealth.

But not necessarily enough of the populations of enough of the
countries that are trying to be part of this consensus feel as if they
are sharing in that wealth. That is why there is increasingly, I
think, a question mark about what the up side benefits are.

So I would say as a “free trader,” if I want this consensus to con-
tinue, if I want our economic system to be embraced as fully as we
would like most people to embrace it, which means embracing
transparency, embracing accountability for conflict resolution, or
accountability for piracy and for intellectual property, you have got
to build the consensus among all the political entities that make
up the fabric of our trading partners’ politics, too. I do not think
we are doing a good enough job of doing that.

I think my preference would be to find a dual track, a way in
which we adequately satisfy the environmental component, the
labor component, and come to cloture on the components of the
trade part. But we are not doing it.

The fact is, for all the talk of ILO and ILO standards, it is not
happening. The United States, in fact, is one of the worst offenders.
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So, I think, Mr. Chairman, we have to really proceed very thought-
fully here, and carefully.

I think there are ways I think the trading partners could do a
much better job of proving their bona fides on the environment, for
instance, by setting up a trading partner global environmental de-
velopment fund that assists countries in technology transfer, in
technical assistance, that combines some of this wealth transfer
with a more legitimate effort to make our trading practices raise
the environmental standards. That could be on a separate track.

Similarly, there are ways to do it with respect to labor. But if you
do not even include those items, as John Sweeney said, on the
table as part of the discussion, nobody is going to have any con-
fidence whatsoever that we are serious or that we are even looking
for that other track.

If you are not even willing to make them part of the discussion,
it is hard to figure out how you could, in good faith, come out with
a dual track or a separate track. You are not going to build a con-
sensus.

What I fear, Mr. Chairman, is we are going to lose the con-
sensus, we are going to have impossible politics in our own country,
and then we are going to see a set-back ultimately because we are
going to get into antidumping, countervailing trade practices, all
the kinds of things that are tit for tat, and lose the constructive
atmosphere within which we have been trying to work.

So I think there is much more on the table than simply this par-
ticular fast track proposal, I think these hearings reflect that, and
I know your approach will. But I hope this committee and others
of us will really work hard to try to work through that.

The CHAIRMAN. I appreciate that, Senator. That is a good state-
ment.

I halllve just a couple of quick questions, and other Senators may
as well.

Mr. Merja, what do you view as priorities for agricultural pro-
ducers in the WTO round, or generally in future trade agreements?
What is number one, number two?

Mr. MERJA. Mr. Chairman, I think that we need to really focus
on competition in this round, and we need to continue our effort
in trade distorting entities and subsidies, state trading enterprises,
export subsidies, trade-distorting domestic supports, and resolving
these cross-border price differentials for crop inputs. Without keep-
ing competitive advantage or having some ability to compete, there
is not much point in opening markets, I do not think.

The CHAIRMAN. Mr. Van Putten, some suggest parallel agree-
ments, international environmental agreements, ILO has been sug-
gested, WTO.

What are your thoughts about going down that line, the degree
to which, say, multilateral environmental agreements like CITES,
or the chloroflurocarbon agreement could trump trade, or vice
versa. Is there a role there for multilateral environmental agree-
ments?

Mr. VAN PUTTEN. We think there are some sets of issues. You re-
ferred to the non-derogation principle earlier. You just referred to
another one, appropriate deference to multilateral environmental
institutions.



30

Those would be the kinds of principles that would seem to us
more essential that they are within the four corners of an agree-
ment than as Senator Kerry just spoke to.

There are many other activities that will assist the developing
world that we think need to be done, linked to trade liberalization,
but there are opportunities outside of the four corners of trade
agreements to do that.

I think, as one of the other panelists said a moment ago, the de-
gree of flexibility here is a function of trust, trust in the negotiator,
trust that the negotiator actually believes that environmental val-
ues are integral to this discussion.

That is why, both in my testimony and in our conversations with
the administration, we have suggested a series of confidence-build-
ing, trust-enhancing measures they could take, such as moving the
Jordan agreement with no strings attached, that would help build
trust and confidence in the negotiator.

I suggested earlier that rejecting the approach of the Crane bill,
which you will have the opportunity to press Ambassador Zoellick
on tomorrow before this committee, would also be a real trust-en-
hancing measure because it would indicate, as Senator Kerry just
said a moment ago, a true commitment to have these issues part
of the dialogue and figure out how we can incorporate them into
future trade liberalization efforts within agreements and through
parallel efforts.

The CHAIRMAN. Thank you.

Senator Grassley?

Senator GRASSLEY. I do not have a question, but I do have a com-
ment, an observation. That is, as we debate here whether or not
these negotiations and trade promotion authority ought to be given,
it seems to me we should not be oblivious to the unparalleled
growth and prosperity that we have had in the last five decades
under this sort of regime that we are talking about continuing now,
and giving the President the authority to be a leader in that con-
tinuation.

We have done more globally to address poverty in the last 50
years than we have done in the last 500. Since 1960, we have child
death rates cut in half in developing countries; malnutrition has
fallen by one-third. These sorts of advances that I have just de-
scribed have taken place much more rapidly in the countries that
are open to trade.

While we are debating whether or not the President ought to be
able to negotiate this issue or that issue, I do not see that the con-
ditions of the environment and the conditions of workers around
the world have improved any during the period of time that the
President has not had trade negotiating authority, and that has
been for the last 6 or 7 years. Just think in terms of what we can
do when we keep this process of the last 50 years going.

I also kind of feel badly about an elitist attitude that white peo-
ple in the western world have about looking out for the welfare of
people in the developing nations and the poorer parts of the world.

For us to think that these political leaders, or even the people
in the country, do not have an interest in improving their environ-
ment, they want their people to have cleaner water, they want to
have their people breathe clean air.
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When we deprive them of the economic means of doing that, we
are depriving them of the clean water and the clean environment.
They do not want to degrade their environment. They want to have
what we have. One way of doing that is to help them improve their
economy so they have got the wherewithal to have clean water and
clean air.

That is not going to happen if we shut down this process that
has worked so effectively over the last 54 years of reducing trade
barriers so that we can expand this world economic pie with a
growing world population.

There is going to be less for more people if we do not expand that
economic pie, and that is not going to happen without trade. It is
a success machine that we should not be questioning. We ought to
keep the process moving along.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Senator.

Senator Kerry?

Senator KERRY. Earlier, I wanted to follow up on a question Sen-
ator Baucus asked you about property rights. You talked about how
critical it is for companies to be able to obviously negotiate out that
difference.

What do you say to those people who make the argument, well,
just as it is critical to a company to not be competitively disadvan-
taged with respect to the enforcement of a property right—I ask
this because I am interested in how you will respond to it, the ar-
gument is always thrown at us.

What do you say to the people who say, well, it is also important
that the company not be competitively disadvantaged because it is
competing against somebody whose labor pool is forced labor, or
child labor? Or this company has to live up to XYZ standards with
respect to emissions and water, and so forth, and the companies
they compete against have no standards at all. What is your re-
sponse to that? Why is one right important to argue about and the
other right is not important, but they both have a relative dis-
advantage competitively?

Mr. McGRAW. Well, I think I come back to the Chairman’s open-
ing comments when he talked about the level of trade 20 years ago
and the level of trade today. The level of sophistication, the size,
and the meaning of what trade does in terms of growth, jobs, and
prosperity is huge. Also, the complexity.

When we first started taking a look at our trading relationships
and we started looking at intellectual property right protection, it
was that if we cannot get that kind of an agreement, we are going
to have problems with any other kind of basic understandings in
our trade relations.

As we got going and got through the 1990’s, a lot of labor and
environment and agricultural kinds of concerns and needs came
forward. The question became, all right, how much can you actu-
ally achieve and accomplish in one free trade agreement with that
particular country to get all the ends that you so desire?

That is why we have taken the approach that now it is labor and
environment, as well as some other concerns, but there is going to
be more. Therefore, I think we need to maintain that flexibility.
There has got to be a better dialogue.
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That is why we really think that there is an urgency for trade
promotion authority to be agreed between the Administration and
Congress to make sure that we are discussing what are the most
relevant and pertinent needs that we want to immediately see.

Senator KERRY. Well, there is nothing to stop them from dis-
cussing those now.

Mr. McGRrRAaw. Absolutely not.

Senator KERRY. There is nothing to stop them from coming to
Congress and saying, hey, we have a breakthrough because we
have these other items included, and therefore would it not be ter-
rific if you passed this?

Mr. McGraw. Well, I think that would be the merits of any one
particular grant with that. I would not leave any party out. I think
it is very important not to undermine, again, NGOs in any way in
terms of being able to participate.

I know there have been problems with the International Labor
Organization. Yet, when we take a look at India, we take a look
at Pakistan, we would be nowhere if it had not been for the Inter-
national Labor Organization. So, there is an important role for a
lot of parties to play. The pertinent and most relevant aspects that
we want to achieve should come from that dialogue.

One more statement: I would say to your other question about
the gaps of prosperity that you talked about, and those are very
real and they are at the heart of the whole globalization debate.

Coming up at the end of September, we are going to be coming
to the conclusion of the Trade Adjustment Assistance programs. I
believe we need to not only reinstitute that, we have to take an-
other very hard look at being more creative in terms of some of
these trade adjustment assistance programs.

There are just not trade-related, there are technology-related, as
well as other kinds of issues. But that is very much at the heart
of some of the separation of thinking on globalization.

Senator KERRY. Yes. Well, here in the Congress, obviously, there
is sort of this ideological cement that has been cast around these
positions. I mean, it seems to me what Senator Baucus asked about
the Jordan agreement is very reasonable.

Certainly the non-derogation component, the notion that you are
not going to bottom-down, you are not going to, sort of, dumb down
the system at some point, seems to me sort of a diminimus kind
of standard to measure against.

Do you think it is appropriate that so many people just maintain
a hard line? Since the administration succeeded in achieving that,
why not back off and say, let us see how it works?

Mr. McGRAW. Senator, I think the Chairman was talking about
the Jordanian agreement in the context of a model for going for-
ward. Again, for the Jordanian agreement, I do not believe—I am
not an expert here—America had any problems with their labor or
environmental conditions; therefore, it was sort of a moot kind of
situation.

But to use it is a model going forward, again, I think comes back
to putting mandated outcomes before us. It also limits our U.S. ne-
gotiator, again, to be able to have the flexibility to get that best
possible agreement. Trade sanctions, when you start using that
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kind of language, I think we all agree that those are terribly flawed
and they are injurious to our own interests.

Senator KERRY. Well, we obviously have come to the conclusion
here that unilateral trade sanction regimes do not work that well,
and we have too many out there already that are pretty ineffective.

But it seems to me, again, if that is the way people want to nego-
tiate and that is what they have come to, whether or not you apply
it as your model—certainly it is going to be a model no matter
what. It can either be a model for inefficiency, a model for effective-
ness, or a model for one way to negotiate. It is there.

My sense is that what we want to do is try to build the con-
sensus, I guess, is the bottom line of what I am getting at. I think
there is a rigidity around here on both sides, incidentally, that
works against that goal.

The CHAIRMAN. Thank you both very much. Thank you, Senator.

Senator KERRY. Thank you.

The CHAIRMAN. Thank you, Mr. McGraw, and thank you panel-
ists, for the time that you have taken and the contributions you
have made.

Our next panel is batting clean-up here. It is USTR alumni gath-
ering, experts on the subject who have been in the trenches and
fought these wars.

First, is Hon. Bob Hormats, former Deputy USTR, now with
Goldman Sachs; Hon. Peter Scher, former Special Trade Nego-
tiator; Hon. Alan Wolff, former Deputy USTR, now with Dewey
Ballantine; and the Honorable Clayton Yeutter, former USTR.

Gentlemen, thanks very much for being so patient, sitting back
there and listening to all of this. I imagine some of it is construc-
tive, hopefully.

Why do you guys not have at it, and we will just continue? Mr.
Hormats, why do you not begin? You are ar the far left there. Why
do you not start?

STATEMENT OF HON. ROBERT HORMATS, FORMER DEPUTY
USTR, VICE CHAIRMAN, GOLDMAN SACHS INTERNATIONAL,
NEW YORK, NY

Mr. HORMATS. Thank you very much, Mr. Chairman. I appreciate
the opportunity to appear before the committee again to discuss
international trade issues.

Let me just make a few broad points to start. The debate that
we witnessed in the last two panels was quite interesting. I want
to underscore my view—that I do think that TPA is particularly
important at this time.

I think it is important for a number of reasons. One, because it
does give the power of Congressional legislation to back our trade
negotiators, and that gives them a greater degree of credibility
than the absence of TPA.

Second, it is particularly important at this time for another rea-
son. That is, there are a variety of doubts around the world, in
many quarters, about the direction of American international eco-
nomic policy and the appearance that the United States is pulling
back from involvement—constructive involvement—with the rest of
the world.
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A vote on TPA, now that the administration has raised this issue
and put it to the Congress, will be seen as a referendum on wheth-
er this country will sustain its leadership role on global economic
issues or will let it lapse.

If it were to let it lapse, the void might be filled by others whose
interests are not the same as ours. That chart that you have put
up, Senator Grassley, I think makes the point that if there is a
void and the United States is doing very little or nothing, others
are not sitting on their hands.

They are going ahead and negotiating those preferential agree-
ments, many of which—indeed, most of which—are disadvanta-
geous to American companies.

Now, some American companies can benefit because they can in-
vest around those barriers, but most small- and medium-sized com-
panies cannot. It is very harmful to labor and it is very harmful
to the agricultural interests in this country if there are more and
more barriers that are constructed as a result of those kinds of
preferential agreements.

Then there is a broader point. That is that there is no substitute
for the leadership of the President on these issues. Virtually noth-
ing happens on trade, as all my colleagues on this panel and others
know, without the leadership of the President.

It is good that he gives a speech, but I think he is going to have
to do a great deal of work up here, and with Americans in general,
to demonstrate that he regards his TPA as a very high priority.

Obviously the Congress has a key role because it is a central
player in all key trade issues, but Presidential leadership is ex-
tremely important.

Third, let me get to the question that has been often debated as
to how to deal with labor and environmental standards. Senator
Kerry made an interesting point. That is, labor and environmental
standards are important, in part because there are substantial in-
terests groups in this country that want them to be addressed. The
major difference is how they are addressed—but they are issues
that need to be addressed.

The danger comes in two respects. One respect, is believing that
trade leverage is a way of leveraging countries to change their en-
vironmental laws, to change their domestic policies to make
changes that will get rid of poverty.

Most of the poverty in this world, most of the environmental
problems in this world, have nothing to do with trade. They have
to do with the state of development of the economy and the policies
of the countries themselves. We cannot use the WTO or trade le-
verage to force major non-trade related changes in domestic policy.

I think you made the point, Senator Grassley, very well. Many
of these countries want to improve their environmental standards,
their labor standards on their own. The problem is, many of them
do not have the resources to do it. In some cases, the governments
do not have the will to do it.

The irony is, it is the countries that are most closed to trade,
those countries that were behind the Iron Curtain, or Burma, or
North Korea, the countries most closed to trade and investment,
that are the ones with the most regressive environmental policies
and labor policies. Opening up these countries is a way of giving
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them the resources to make the changes, and the foreign invest-
ment which also induces those changes.

So it is my view that dealing with environmental issues and
labor issues is important, and it ought to be a U.S. objective. But
U.S. negotiators should not be pinned down as to how to achieve
those objectives. They should be given the flexibility to make
progress where it can be made without any specific outcome being
mandated, or without any specific test for success being imposed in
the legislation. I think that is one important way of addressing
these issues.

I think is also important to utilize other institutions. At the last
hearing which you chaired earlier this year, Senator Grassley,
Carla Hills and you had a discussion of the ILO. Other institutions
that are designed to deal more directly with these issues strike me
as a more appropriate vehicle for working with countries to im-
prove labor and environmental protection than trying to apply
trade leverage.

I think if we start mandating particular outcomes in the TPA
legislation or coming up with a cookie-cutter approach that applies
to all countries, we are just going to get into trouble. We will slow
the process of trade liberalization and we will not improve stand-
ards for the environment or labor in any of these countries.

Thank you, Mr. Chairman.

Senator GRASSLEY. Thank you, Mr. Hormats.

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

Senator GRASSLEY. Now we go to Mr. Scher.

STATEMENT OF HON. PETER L. SCHER, FORMER U.S. SPECIAL
TRADE NEGOTIATOR, MAYER, BROWN & PLATT, WASH-
INGTON, DC

Mr. ScHER. Thank you, Senator, for this opportunity. Since Mr.
Hormats, you, and others have so eloquently articulated the case,
why trade promotion authority is so important, let me use my few
minutes this morning to talk about, in my view, how I believe we
can realize the benefits of trade at a time when there is growing
deep public skepticism about globalization.

Given the clear economic and social successes of previous efforts,
as you talked about, Senator, earlier to promote trade, support
should be easy. But we know, of course, it is not.

Our challenge is to figure out how to regain support from the
American people for moving our agenda forward. Trade promotion
authority is the obvious starting point for this discussion. It is crit-
ical.

It is critical because it signals to our trading partners that nego-
tiators can engage in talks under a clear grant of authority. Frank-
ly, it symbolizes our national commitment to trade expansion.

But the debate has largely become a debate over labor and envi-
ronmental standards, the threshold question being, are they even
appropriate and legitimate topics for trade negotiations. For sev-
eral reasons, I believe they are.

As other witnesses talked about, first, it is a matter of economics.
The manner in which a country treats its labor and environmental
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standards can be very relevant to the economic position of our own
companies.

However repugnant, slave labor and child labor do confer a com-
petitive advantage. Countries that weaken or derogate their envi-
ronmental standards place U.S. companies at a competitive dis-
advantage as well.

So if you accept that there is some relevance to these issues, the
question is, what kind of commitment should we be seeking as we
negotiate these agreements?

In terms of labor standards, I would suggest that it is reasonable
for the United States to promote so-called core labor standards, as
defined by the ILO, which address forced labor, child labor, the
right to collective bargaining, and employment discrimination. Vir-
tually every country in the world has already signed on to these
conventions.

On the environmental side, my view is that while the recent
United States-Jordan FTA is not a basis for every other trade
agreement, it did strike the right balance, recognizing the right—
as Mr. Hormats talked about—that countries establish their own
levels of domestic protection, but saying that countries should not
lower their standards to obtain a competitive advantage in global
markets.

This, in my view, may not be the type of approach that can be
duplicated in other agreements, but it is the right balance. It re-
spects sovereignty, but also recognizes the impact that these issues
can have on global competition.

Once we have established these obligations, the difficult question
arises, how do we enforce those obligations? In my own experience
at USTR and in government, effective enforcement requires a cred-
ible threat that there is a consequence to pay for a country failing
to fulfill its obligations. We have seen this time and again whether
it is in IPR protection or in reference to getting the European
Union to comply with their obligations.

Sanctions have taken up much of this debate. Sanctions may not
be the only way to enforce obligations, nor are they always the best
way. But I agree with those who suggest that they should certainly
be available, along with other tools, for negotiators to come up with
the best enforcement mechanism for a particular agreement.

Mr. Chairman, I recognize that these issues are difficult. I recog-
nize that you are hearing a lot of conflicting advice, those that be-
lieve trade should be the vehicle to address every social ill, and
those that believe there is no place in trade negotiations for a dis-
cussion of these issues.

I think there is a middle ground. Let me just throw out, quickly,
the four elements that I believe are critical to building a new con-
sensus on trade.

First, preserving national sovereignty. In setting standards, our
starting point should be the sovereign right of nations to establish
their own levels of domestic protection.

In labor, this could mean accepting, as most countries already
have, the core labor standards of the ILO. In the environment, it
would be compliance with one’s own environmental laws.

Second, there should be no second-class standards. When obliga-
tions are undertaken, they should be upheld.
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Third, there should be limits. Disputes over labor and environ-
ment issues should not be part of a trade agreement, except where
those disputes are directly related to trade.

We should not make our trade agreements the forum for resolv-
ing every dispute on labor and environment, but we should also not
allow countries which have open access to our markets the right to
use their own environment or labor standards to gain a competitive
advantage.

Fourth, enforcement is the key. Sanctions are not a cure-all for
compliance. We have seen that in our dealings with Europe. But
U.S. negotiators need the flexibility of an array of options that
should include sanctions, as well as other tools.

Senator, I think there are other people, let me just say in closing,
that have talked about the fact that these issues underscore the
evolving nature of trade.

Twenty years ago, people did not want to talk about agriculture,
they did not want to talk about intellectual property, they did not
want to talk about services. Now those are clearly relevant to the
debate and their place on the trade agenda is not disputed.

In the agriculture sector, as you know, Senator, our greatest
challenges are no longer just high tariffs and restrictive quotas, but
often phony scientific barriers that countries use to block our ex-
ports of beef, of grains, of products made through biotechnology.

Negotiators need the ability and the flexibility to address these
changing issues and our trade negotiating authority must reflect
the realities of the trading system of the 21st century.

Thank you, Mr. Chairman, for your time.

Senator GRASSLEY. Thank you, Peter.

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

Senator GRASSLEY. Now, Mr. Wolff?

STATEMENT OF HON. ALAN WILLIAM WOLFF, FORMER
DEPUTY USTR, DEWEY BALLANTINE, LLP, WASHINGTON, DC

Mr. WOLFF. Senator Grassley, thank you very much. I appreciate
the opportunity to appear before the committee today.

When I was general counsel of USTR in 1974, I spent the better
part of a year working with the committee on the original fast
track. I then served at USTR with Clayton Yeutter. Two years
later when I was Deputy Trade Representative, I had the pleasure
of working with the committee on the use of fast track for the first
time.

I think we are all in agreement that our negotiators need a stat-
utory mandate from Congress setting out America’s negotiating ob-
jectives. It is equally necessary to set forth new procedures for Con-
gressional review, approval, interaction with the executive branch,
and the implementation of the agreements reached.

For full credibility, this statute must be in place prior to the sub-
stantive phase of any major negotiation, whether that negotiation
is a Free Trade Agreement for the Americans or the World Trade
Organization’s new round.

Before 1974, most trade agreements were turned down, spurned
by the Congress, or gutted. We need to avoid repeating that sorry
history. Further trade liberalization and promotion of a rules-based
system are strongly in the best interests of the United States.
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We have to work on e-commerce, a subject that is not really ad-
dressed at all explicitly in the WTO.

Some of the WTO agreements are defective. We have seen a lot
of problems in the dispute settlement process. They have not solved
our problems with the EU over agriculture, and a number of other
areas.

Some areas, clearly, should not be reopened. This is a rules-
based system. We should not reopen the rules on sanitary and
phytosanitary standards, on intellectual property protection, nor on
antidumping or the remedies against foreign subsidies. We would
only see teh rules weakened and we cannot afford that.

These times require a more active role for the Congress. I see
four central tasks in creating the new negotiating authority.

First, forge a new national consensus. I think you are starting
that process here today and you are hearing different points of
view.

We need to have broad support across the country in this post-
NAFTA environment, where there is a lot of distrust over trade
agreements. We have to restore faith in this process and this com-
mittee has a central role in doing that. I think you ought to hold
field hearings, as well as hearings in this city.

Second, establish new procedures for consideration and approval
of agreements. We are now contemplating deeper integration of our
economy with other economies, now. In earlier, simpler times, the
gxisting fast track worked. I think we are going to need new proce-

ures.

What am I talking about specifically? I would provide that the
Senate Finance Committee and the Ways and Means Committee,
and other committees of jurisdiction—but primarily these two com-
mittees—would be required to act on resolutions of endorsement at
particular points in the process.

I would include representatives of this committee in the negoti-
ating process—on the teams, not outside the room. We did that in
the Tokyo Round. There should be also formal recognition in the
statute of the non-mark-up process by which you create the legisla-
tion. That is not explicitly spelled out now.

I would use the regular legislative process and not fast track for
antitrust law changes, for Title 7 changes on countervailing and
antidumping, and for 201 import relief changes.

I would recognize in the law that rebalancing amendments are
necessary and appropriate. In other words, the kinds of things that
get a bill through this Congress ought to be appropriate for you to
include, since you will be drafting the implementing bill.

Third, I would improve the institutional support for U.S. partici-
pation in the WTO. Senator Dole and Senator Moynihan, at the
time the Uruguay Round Agreements Act came through, called for
a judicial commission to review how the dispute settlement system
was working.

I think that is sorely needed, even more desperately needed now
than it was then. I think you should also add to the resources
available to support the executive and legislative branches in the
trade negotiations.

Fourth, we need to better define the boundaries of appropriate
WTO authority. You already have in the statute a provision which
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mandates that no direct implementation WTO agreements occur
without Congressional approval.

But WTO dispute settlement outcomes can affect executive
branch agencies’ administration of the law, and I think that has to
be cordoned off, set straight, that this committee, this Congress,
will have to pass on anything that takes place in Geneva before it
takes effect here.

My conclusion is that it is important to get this mandate right.
We need major new negotiations in a number of areas. We should
get right the related process for obtaining Congressional approval,
with a much more active role for this committee and for the Ways
and Means Committee.

With the requisite effort, the U.S. negotiators will have the Con-
gressional support they need to enter into the detailed, substantive
negotiations. If we do not do that, we put the continuation of the
President’s trade agreement program at risk, because there will be
inadequate public support.

Senator GRASSLEY. Thank you, Mr. Wolff.

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

Senator GRASSLEY. Now, to Clayton.

STATEMENT OF HON. CLAYTON YEUTTER, FORMER U.S.
TRADE REPRESENTATIVE, HOGAN & HARTSON, LLP, WASH-
INGTON, DC

Mr. YEUTTER. Senator Grassley, it is good to be here this morn-
ing. I am pleased to see you again for the first time in quite a few
years. And I am pleased to be here on this particular subject.

You already have copies of my prepared testimony, so I am now
going to concentrate on some of the comments that were made this
morning, if I might do so.

First of all, I want to compliment you, Senator Grassley, for what
you had to say about the importance of economic growth as that
relates to the labor and environmental issues.

If we get a new trade round rolling, and if it accomplishes what
we hope it will accomplish, that will do more to help nations
throughout the world to improve their worker rights practices, and
their environmental practices, than anything we do specifically on
those two subjects within the context of a trade round.

It is economic growth, as you pointed out, that provides the
wherewithal to achieve improvements in these respective areas,
and that has to be the overriding objective.

My second point would be that I was concerned, Senator Grass-
ley, with comments to the effect that we really do not need to be
in any big hurry about getting trade promotion authority approved.
I certainly believe the Congress should proceed in a systematic
fashion on this subject, and I know you will do that. You should
be deliberate about it.

But at the same time, we need to recognize that time is short.
There are deadlines at issue here, imposed outside the realm of the
U.S. Congress, that will have to be confronted, one of which is the
meeting of the WTO ministers in Qatar in November.

It would be highly desirable to have trade promotion authority
done by the time that Qatar meeting is held, because we had a de-
bacle in Seattle 18 months ago and we cannot afford another deba-
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cle in Qatar. If that occurs, we could readily jeopardize the entire
WTO system. And we would lose great credibility for the United
States if that meeting is not handled well.

So let us see if we cannot get TPA done between now and then,
which would be the ideal situation. If that proves to be impossible,
it seems to me, Senator Grassley, that the Congress, as well as the
executive branch, are going to have to send some very strong sig-
nals to the effect that TPA is coming, and coming soon.

This is a different situation from the one that Senator Baucus
commented upon earlier as we went into the Tokyo and Uruguay
Rounds, because we have been spinning our wheels on this issue
here in the United States for the last five years. As a consequence,
the United States does not have a lot of credibility on this issue
at the moment.

So we have to handle the Qatar session well, and it has to be
done in a cooperative vein between the Congress and the executive
branch of the United States, lest the wheels come off that train
when we are in Qatar.

Second, as we get to the labor and environmental issues, which
have been the big stumbling block of the last several years, the
question is, how do we handle them?

My view, Senator Grassley, is we ought to figure out what it is
that we can reasonably expect to achieve in the WTO on these
issues and what we ought to reasonably expect to accomplish out-
side the WTO.

As I was listening, for example, to Mr. Van Putten this morning,
there is a lot of what he said that I can agree with. Some of what
he suggested can be accomplished in the WTO and would not trou-
ble me in the least. Some of what he suggested should, in my opin-
i(})ln, be accomplished outside the WTO, and we ought to separate
the two.

There has been a lot of discussion this morning of intellectual
property as the example for what we might do in worker rights and
the environment. But I must say that intellectual property was a
very tough hill to climb when we launched that subject in Punta
del Este in 1986. We got over it, fortunately, and now IP is an im-
portant part of the system.

But we should also note that the Congress did not in any way
tie our hands going into Punta del Este, or thereafter, in terms of
what we did on intellectual property.

What ultimately occurred, is that we were able to figure out a
proper continuing role for the standards-making organizations in
intellectual property, then also figure out what it was that we
could do productively and successfully within the context of the
WTO.

I believe we have to do something similar to that in the labor
and environmental areas, where we do what we can in the way of
standardization outside the WTO, then figure out what it is we can
reasonably accomplish within the WTO.

This is an issue of harmonization worldwide. If we had harmoni-
zation of labor standards and harmonization of environmental
standards, accompanied by effective implementation, this would all
be a moot question. So what we need to do is work on harmoni-
zation in whatever fora are most appropriate, then try to make
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whatever additional rational and reasonable contributions we can
within the WTO.

I would only say, let us not micro manage this process. We have
to be careful that we do not overload Ambassador Zoellick and his
team, asking them to do things that they cannot realistically ac-
complish in an organization where we have to proceed on the basis
of consensus.

My time is up, so I will stop right there, Senator.

Senator GRASSLEY. Thank you, Clayton.

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

The CHAIRMAN. Thank you very much, all of you.

It just seems to me, and I would like the panel’s reaction to this,
that the goal here, as has been suggested earlier today, is to move
toward trust, and cooperation, and compromise, and bilateralism,
et cetera. Rome was not built in a day, it was step by step. You
cannot do everything all at once.

To build trust step by step, I am suggesting that, in addition to
putting together provisions of TPA, that in the meantime, or in ad-
vance, we could build some trust by working on and passing some
other agreements. For example, get Jordan passed, Chile, Singa-
pore. There could be others.

At the same time, working to ensure that WTO does not trump
the ILO or other multilateral environmental agreements, or enforc-
ing our trade laws, or something. It is building trust on both sides,
actually. It is deeds, not words, doing things, not just talking about
it, some of the things I just suggested.

In your judgment, does that help build trust so that we can then
get the provisions of an FTA passed with a large consensus, or size-
able consensus? Because it is not something that is going to be sus-
tainable if it barely passes. It is going to have to pass by a signifi-
cant margin of Congress, and roundly endorsed by the President,
et cetera.

Who wants to start?

Mr. YEUTTER. I will start, if you wish, Mr. Chairman.

Of course it builds trust to do some of these things, and we ought
to get that legislation passed, that is, the bill relating to Jordan,
and we ought to do the Vietnam bill as well.

Not only does it establish some trust within the governmental
system here in the United States, but it provides some credibility
internationally as well because we are finally doing something
rather than, as I said a few minutes ago, just spinning our
wheels—which is most of what we have been doing, particularly on
this issue, in the last several years—so we ought to do those
things.

But at the same time, Mr. Chairman, there will be a heavy bur-
den on you and your colleagues in this committee, and also on the
Ways and Means Committee, to begin to build that trust on a
much broader basis, domesticaly and internationally. Obviously, a
lot of responsibility rests on Ambassador Zoellick’s shoulders, as
well.

Many people around the world, Mr. Chairman, today do not real-
ly believe that the United States is going to get anything done in
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this area. There is a lot of frustration, a lot of disillusionment, with
the WTO and with our role in the WTO.

Many are questioning whether we, the United States, really
want to make the WTO an effective organization going forward or
whether we would prefer to join other folks in doing what Senator
Grassley was talking about, negotiating more individual free trade
agreements.

I am certainly not an opponent of free trade agreements. As you
know, we negotiated the United States-Canada Free Trade Agree-
ment when I was USTR, which was a very major one. But we have
to recognize that these free trade agreements are all discriminatory
in their nature. Right now, everybody else in the world is doing
them and they are discriminating against us.

So, that is not a very effective route. We have to be very careful
that that does not become the route of international trade policy,
because the Japanese are now embarking upon that course of ac-
tion in a very major way in Asia, and the European Union is doing
it in a very significant way, too.

Some countries would be delighted to have us mark time on TPA,
because they would just as soon proceed with discriminatory free
trade agreements. So, we have got to be careful that we keep our
eye on the global ball here.

The CHAIRMAN. Mr. Wolff?

Mr. WoOLFF. I think, Mr. Chairman, it is imperative to build trust
in passing additional trade legislation. Getting these agreements in
place, seeing the China accession go forward, and passing this NTR
vote, are very important steps.

I think it is also extraordinarily important to build a consensus
for going forward. It would be a disaster, I think, to have a par-
tisan vote in the House or the Senate on a new fast track proposal
that does not enjoy broad support.

The Congress has always, in past examples of fast track and in
approval of trade agreements, for the last 26, 27 years, had a very
strong majority. The Tokyo Round passed by a vote of 90 to 4 in
the Senate. That is the sort of endorsement that we need going into
an a%lreement and coming out of an agreement. We have got to get
it right.

I think Clayton is right. He said earlier that we need to send a
signal before Qatar of what the Congress wants to have occur
there, and have support for our negotiators if we are not ready
with fast track, and we may not be.

The CHAIRMAN. What is the signal?

Mr. WoOLFF. The signal could be a resolution, beyond the trade
agreements that you pass, setting out objectives for Qatar. I would
hope you would be able to enact TPA between now and then, but
it may be unrealistic to put trade promotion authority together.
That may not be possible, because we do need a consensus at home.
As I say, a divided vote would send a horrible signal going forward.

Mr. HORMATS. Passage of those bilateral agreements is one very
important step. I very much agree with the fundamental point of
your question, Mr. Chairman, on that. I think, the sooner, the bet-
ter.

As Clayton pointed out, and I mentioned in my testimony as
well, there are a lot of doubts out there around the world as to
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what direction we are heading on trade, and on a whole lot of other
issues. This would help to clarify the sense of direction of the
E?ited States and give our negotiators a greater degree of credi-
ility.

I would also make two additional points. The Qatar meeting is
very important in November, but there is another meeting taking
place prior to that.

I do not think there is time for Congressional legislation, but I
do think what Secretary Paul O’Neill says when he meets with his
finance minister colleagues in Rome in a couple of weeks, and what
the President says, in the G—7, G-8 summit in Italy in Genoa in
the middle part of July, is going to be looked at as important in
indicating the direction this administration wants to take on trade.

That is an important signal that the rest of the world is going
to be looking at prior to the meeting in Qatar.

One other point about credibility and trust. The administration
has come up with what it calls these tool box proposals. There are
two areas that we have all talked about, and I think the point has
been made in the earlier set of hearings that were set on the same
subject, that there are institutions outside of the WTO that can be
very useful in addressing environmental and labor issues, one is
the ILO, then there are various groups, the United Nations’ Envi-
ronmental Program.

How those are dealt with in the President’s budget and by the
Congress are going to be signals as to whether we are credible in
using these outside extra-WTO institutions.

In terms of the budget for the ILO, the administration says it
wants to raise and strengthen the profile of the ILO. My impres-
sion, actually, is that they have cut back in the budget on that. The
UN Environmental Protection Program, similarly.

If we can demonstrate that we are credible in using those institu-
tions, it seems to me we take some of the pressure off of using the
WTO as a lever and as a sanction device on trade.

I think that would be helpful in terms of credibility with labor
and environmental groups, but also avoid using the WTO as a vehi-
cle for leverage and for sanctions which I do not think it should,
or can, in most cases, be.

Mr. ScHER. Mr. Chairman, I obviously agree with everything
that has been said. I would just add one thing. As we look at the
Jordan agreement, the Vietnam agreement, these other efforts, I
think one of the mistakes we collectively make is we put these
agreements on a certain pedestal that they may not deserve. They
do not have to define the past and the future of trade policy.

These are agreements that are designed for a particular set of
circumstances, and we need to treat them as such. I happen to be-
lieve the Jordan agreement has a reasonable set of provisions that
make sense for what we are trying to do with Jordan. I think we
should be looking at those as we look at future agreements, but we
should not necessarily assume that we are locking ourselves into
passing an agreement.

I have not heard anyone suggest that the United States-Jordan
agreement should be simply applied to the United States-Chile
agreement, or the United States-Singapore agreement. They are
examples, they are models, but we should not treat them as the de-
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fining moment in trade policy. I think that is one way we can start
moving beyond some of the rancor and division on these issues.

The CHAIRMAN. Thank you.

Senator Grassley?

Senator GRASSLEY. Well, do not be oblivious to the fact that we
can do what we want to here in the Congress, and we might say
we want to negotiate labor and environment, and maybe the 77 de-
veloping nations of the world will not even sit down at the table
with us. So if there is not a consensus on what we are going to do,
this process is not going to work.

We have got to look at whether the last 54 years has been a suc-
cessful process and regime that we want to continue, and if it has
been harmful to the United States. We have probably benefitted as
much as anybody has.

You said that it is important, what Secretary of the Treasury
says in Rome. It is important what the President says with the G8.
The President did speak about this with the European Union in
Grotenberg last week, so I think he is already going down the line
of saying that a new round is very, very important.

You advocated a deference to the International Labor Organiza-
tion standards as a benchmark. Is it appropriate to defer with
them? And I agree in deferring to the ILO on setting standards.
But what is wrong with deferring to them then on the enforcement
of those standards?

Mr. SCHER. Again, I think that it has been used by others in the
past. I think the intellectual property issue is a good analogy.
There is a World Intellectual Property Organization that plays a
very, I think, important role. But that does not mean that the WTO
does not deal with TRIPS, does not deal with very similar issues.

I think, by totally deferring the issues to the ILO, one might be
suggesting that there is no role in global trade for those issues. The
fact is, they do impact global trade. There are countries that use
those standards, that lower their standards to gain a competitive
advantage.

I think, by shutting them out of the WTO discussion, we are
doing a disservice to our own companies, workers, and farmers who
are trying to compete with countries that use those standards to
gain advantage.

I think they should be discussed in both fora. I think we need
to strengthen the ILO. I think we need to build it up, utilize its
enforcement mechanisms. But I also think we need to recognize
that these issues are relevant to the global economy, just as we re-
alize that health and environmental issues are already relevant to
the agricultural community.

Senator GRASSLEY. Also, remember that the ILO recently nego-
tiated an agreement on rights of workers, creating political obliga-
tions, and the United States has accepted those political obliga-
tions. So, I think we are setting an example.

Mr. Wolff, as you know, labor and environment provisions are
not the central focus of any WTO agreement. Yet, there are some
who say we should, nevertheless, insist on those.

At the same time, antidumping is the subject of one of the agree-
ments already negotiated on the Uruguay Round. Some, including
yourself, say that this subject should not be discussed.
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How do you explain a contradiction that, it seems to me, we
should negotiate on something that is not even in the WTO agree-
ment, but not negotiate on something that is one of the WTO mul-
tilateral agreements?

Mr. WoOLFF. We just finished a major negotiation of new inter-
national rules. We put into place rules on intellectual property,
rules on sanitary and phytosanitary standards, rules on anti-
dumping, and rules on subsidies and countervailing duties as well.

With respect to intellectual property protection, the developing
countries would like to roll back their obligations under that code.
That is the sole reason that they want to reopen that issue. I think
we ought to resist very strenuously reopening that issue.

In antidumping, there are a lot of countries that very much want
to dump in this country. I think that a very important part of the
original GATT and the WTO consists of the interface mechanisms
we have—countervailing duties, antidumping duties. We have,
now, a lumber case with Canada, we went through import relief in
wheat gluten, and very recently, in lamb. There are a series of
interface mechanisms, because economies differ, because foreign
countries subsidize their production.

That bar chart over there (referring to a chart with a large bar
next to a much smaller bar) could easily be foreign subsidies in ag-
riculture versus United States subsidies, or it could be foreign sub-
sidies in steel, and the United States subsidies in steel would not
even appear on the chart at all.

If we reopen those rules right now, we are going to see them
weakened and it is going to really cost employment in this country.

Senator GRASSLEY. Do you not have to assume we are going to
give in if they are on the table? That is not a fair assumption for
our negotiators, that they are not going to consider America’s inter-
ests as they are negotiating.

Mr. WoLFr. Well, I think that it is, as I say, premature to re-
open this topic. If there are abuses in antidumping, and there may
be abuses in some places around the world, that is a question of
implementation of these agreements. We have the means to deal
with problems in implementation.

Do I assume that there will be a weakening? Absolutely. I do not
think any of us can identify an ally of the United States abroad
who will be in favor of maintaining antidumping as it is today.
They, in many cases, want to be freely able to dump in this mar-
ket.

The Canadians want to dump their lumber here, and there are
about 60 countries that want to dump their steel here. Who wants
these antidumping rules? Who are the leaders of the pack? The
Japanese, the Koreans, the Chinese, and it is because their econo-
mies differ so much from our own.

If we do not preserve these interface mechanisms, I think we will
erode support for the trade agreements program and will divide do-
mestic support completely, will divide industry, and will divide ag-
riculture on whether this new round is worth having, and I would
hate to see that happen.

Senator GRASSLEY. I just have one more question. But in re-
sponse to what you just said, then it kind of leads into what I
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wanted to ask Clayton, the United States is the leader in this area,
and has been for 54 years.

It seems to me impractical to think that if a great country, the
United States, is going to keep something off the table, that we are
even afraid to talk about it, and every other country, under a con-
sensus organization process, has the right to leave something off
the table, then are you going to have anything left on the table to
negotiate? I suppose maybe if there is a universe of stuff out there
you might have something to negotiate. But it seems to me that we
do not have to fear anything.

When you were before the committee in 1986, Clayton, you were
emphatic in telling us that the only way that the United States
could achieve any significant gains for agriculture at the negoti-
ating table was if we had a comprehensive round of trade negotia-
tions. I think I read that to be: nothing left off the table.

Do you see anything new that would change your mind about the
need for a comprehensive round? In your opinion, what would hap-
pen if we tried to say to our trading partners, here are some things
we cannot talk about?

Mr. YEUTTER. No, I have not changed my views, Senator Grass-
ley, since that time. I disagree, to some extent, with my distin-
guished colleague to the right, Ambassador Wolff, on whether or
not antidumping ought to be excluded from the negotiations.

When we went into deliberations over the Uruguay Round agen-
da in Punta del Este in 1986, we went in with the viewpoint that
you have just expressed. That is, we, the United States, were basi-
cally willing to talk about anything.

In my view, that served us well, both in the ensuing negotiations
on the Uruguay Round agenda and in terms of putting some of our
trading partners, like the European Community on agriculture,
very much on the defensive (because they have wanted to take
issues off the table).

When we indicated that we were willing to discuss anything and
everything, that put others in a position where they had to rethink
their strategy and their tactics.

I would personally like to see us go into the next round of nego-
tiations, once again, with a broad agenda. I felt it was a mistake
for the United States to go into the Seattle meeting arguing for a
narrow agenda. I believe that was contrary to our long-term best
interests. I believe we ought to be willing to talk about anti-dump-
ing, or anything else.

I do not disagree with Ambassador Wolff’s comment that other
people are going to try to get us to weaken our laws, but it seems
to me that we ought to be willing to have a full-scale debate on
those subjects.

I would just say, as a wrap-up to this, because labor and environ-
ment issues, Mr. Chairman, are such a difficult challenge for all of
you in this context, I do not see those as impossible issues to deal
with in the context of trade promotion authority. I believe that,
with a little creativity, you, Senator Grassley, and your colleagues
can get over those hurdles.

But what I hope you will say to your colleagues in the Senate,
and also to those in the House, is that you have to be realistic
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about what you can expect to United States negotiators accomplish
on these difficult subjects at this time.

We cannot impose our will on 140-some nations in the WTO. We
have to persuade them of what it is we want them to do in the
workers’ rights area, and in the environmental area. We did not
impose intellectual property rights on them, even though we obvi-
ously argued vigorously for what we sought in that very conten-
tious area, too.

Ultimately, we persuaded other nations to agree to the language
that came out of the Uruguay Round on intellectual property, and
we are again going to have to persuade them on whatever it is that
emerges from the next WTO round on worker rights and on envi-
ronmental issues.

If what we demand of other countries through TPA legislation is
a non-starter, then we simply turn off the process and we go no-
where, as Senator Grassley indicated earlier.

Mr. Sweeney, for example, said something to the effect this
morning that nations ought to agree to the implementation of core
labor rights before they can sign on to trade agreements.

Well, I think they ought to agree to implement core worker
rights, too. But if you say they are going to have to sign up for this
before we get a new trade round under way, it seems to me that
we have shot down the possibility of a new trade round.

Maybe I misinterpreted precisely what he had to say. I hope so,
because I do not believe we can put that kind of a contingency on
a new trade round, or on TPA.

Senator GRASSLEY. That sort of a position on the part of the
labor unions of America would be completely contrary to the lead-
ership that they showed on globalization through the 1940’s,
1950’s, 1960’s, 1970’s, and 1980’s.

Mr. YEUTTER. That it would, Senator Grassley.

Senator GRASSLEY. Thank you all.

Mr. WoLFF. Can I just clarify one point in response, Senator? 1
would not have this committee and the Congress exclude any issue
from negotiation. I think, constitutionally, you cannot do it. I do
think it would be a very major error to reopen some of the rules.
I think that would be very costly, and I think United States nego-
tiators should resist it.

Senator GRASSLEY. Thank you.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Senator.

Just a couple of questions. I think most countries have already
signed up to the ILO. It is just not enforced. But, in principle, most
countries already have. I think the United States has, and most
countries have, if I am not mistaken.

Mr. SCHER. Virtually every country has, Senator.

Mr. YEUTTER. But enforcement is the issue. That becomes a
question of, do we find a way to put some teeth in the ILO, which
would be my preference, or do we somehow shift enforcement re-
sponsibility to the WTO? That brings up the whole question of how
one handles the issue of sanctions in that context.

I agree, by the way, with what Ambassador Hormats said about
the administration’s support for these international standards-
making organizations. That may have some relevance here.
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It is awfully hard for the administration to cut back its financial
support for the ILO, but at the same time argue that the ILO
should be the mechanism for handling this issue.

The CHAIRMAN. It is my impression on trade remedies that, all
things being equal—and of course they are not—the United States
trade remedy laws are the major enforcer, frankly, in the world. I
do not think they are abused. Maybe they are abused, in part, but
probably not for the most part.

I can understand some other countries want to refine, at least,
some of our provisions, whether it is countervailing, antidumping,
or whatnot. But when you say it is all right do discuss them, does
that mean that we should weaken our trade remedy laws? Clayton,
what do you think?

Mr. YEUTTER. No. But I do think we have to find superior mecha-
nisms for ensuring enforcement within the context of the WTO, or
elsewhere, for that matter, in all our international agreements.
Sanctions just have not worked out well, as you know. In fact, agri-
culture ends up being one of the real losers in a lot of the sanctions
that we apply.

So if what we say is that for nations that fail to implement in
the intellectual property area, or the worker rights area, or envi-
ronmental area, or any other area, and our principal weapon of
choice for dealing with that failure is to be economic sanctions,
then I have to say that probably hurts us more than it hurts them.
We need to find a better way.

The CHAIRMAN. Well, maybe part of the solution is to just to,
frankly, reform some of our trade remedy laws. I mean, a lot of
companies still complain that it takes so doggone long to get any-
thing through, a year, a year and a half, by the time you go
through all of the hoops.

It just seems to me that, in this modern era of modern tech-
nology, with data processing, and computers, and so forth, we
ought to be able to determine what the margin in, what injury is,
much more quickly than we do now, which would give a lot more
comfort to a lot of our companies who are being discriminated
against or being taken advantage of by other countries.

Mr. YEUTTER. I agree, Mr. Chairman. I believe we have a grossly
inefficient process today in the implementation of some of these
laws. I also believe that, even though we have improved dispute
settlement in WTO a great deal, we need further improvements as
well as a look at creative ways to deal with some of these issues.

We really have not done much with mediation and arbitration,
for example, in the WTO context. Those dispute settlement mecha-
nisms merit greater attention because the whole process is too
slow. It is too slow in the WTO, it is too slow here in the United
States.

Mr. HormATS. Can I add?

The CHAIRMAN. Yes. Sure.

Mr. HORMATS. I think that is a very useful and interesting point.
That did come out of the meeting in Grotenberg that the President
had with the Europeans—to try to use ways of expediting the dis-
pute settlement process in the WTO. A lot of issues get bottled up
and takes a long time to be resolved. Things do not work, frustra-
tions build.
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If they are non-legal remedies or non-disputatious remedies, that
can be utilized, as I think they are going to try to do, that would
be very helpful in the process and would improve the credibility of
the dispute settlement process, I think, quite substantially if they
can make it happen.

The CHAIRMAN. Right.

Mr. WoOLFF. If I could add a point. I agree substantially with
what Clayton Yeutter said with respect to the excessive use of
sanctions.

I think it is very regrettable that we got into this litigative war-
fare with the EU the way we did on a series of issues, which was
not entirely productive. Now the FSC (Foreign Sales Corporation),
and a number of other United States measures that are being chal-
lenged that are just spite cases.

I would draw a line between sanctions, the spread of sanctions,
and the trade remedy laws, which are offsets to trade-distorting
practices that are understood as such under the WTO rules.

I would not call those—and I do not know that Clayton Yeutter
was doing so—those sanctions. Making those remedies faster and
more effective would be a very important part of an implementing
bill.

That is one reason why I think that, when you draft your TPA
or fast track legislation, it ought to make clear that what is “nec-
essary and appropriate” for inclusion in an implementing could in-
clude related areas like strengthening the trade laws.

This was a major element in getting the 1979 package through.
I think it was an element in getting the Uruguay Round Agree-
ments implementation act through.

With respect to dispute settlement in Geneva, the system has a
lot of rot in it. It needs to be fixed. The windows have to be opened,
the doors have to be opened to let the sun shine in, and to fix a
lot of what is going on there.

Again, I would suggest that the judicial review commission idea
that Mr. Moynihan and Mr. Dole put forward, and President Clin-
ton agreed to at the time of the Uruguay Round Agreements Act,
should be put in this new bill, to have an independent review, not
to overturn those decisions, but to give an understanding to the
Congress, to the people, to the President, the executive branch, as
to whether dispute settlement is effectively and correctly being ad-
ministered.

The CHAIRMAN. Members of Congress, as you know, were a little
frustrated under fast track that the administration goes ahead and
negotiates the agreement, there is some kind of consultation, but
most members of Congress think it is not real.

As a consequence, there is the thought that any trade agreement
that is brought under the auspices of TPA would have to have a
60-vote majority to pass rather than 51, in order to encourage the
administration to deal more closely with members of Congress, the
argument is, to get a better consensus on trade. What does every-
body think of that?

Mr. YEUTTER. I would not endorse that suggestion, Mr. Chair-
man, because these are such contentious areas, and seemingly be-
coming more contentious in a globalized world. It seems to me that
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puts a high burden of persuasion on the executive branch bringing
back these agreements.

The CHAIRMAN. Maybe it should have that burden to get con-
sensus.

Mr. YEUTTER. I would say, however, that I would hope that we
could achieve 60 percent or more support in the Congress on any
of these major agreements. In the past—we would have to go back
and calculate—I would imagine that most of our trade agreements
have met that standard. So, I would rather not have it. But, at the
same time, I would much prefer that that be achieved in every
major agreement that emerges.

It seems to me that the way of assuring that that happens is to
make sure that the participation of the Congress in the process is
meaningful. We worked awfully hard at that when we negotiated
the Uruguay Round, as you well remember. I believe we honored
the spirit of that participatory, cooperative environment in those
years.

I do know that has not always been the case in relationships be-
tween the executive and legislative branch, and that clearly is trou-
blesome from your standpoint here in the Congress. You do need
to be very much involved in this process from beginning to end.

Ambassador Wolff earlier was suggesting that you be a part of
the negotiating delegation in many of these areas, and I think that
is most appropriate. You do not have the time to get into the midst
of the negotiations, but there is nothing that ought to preclude you
from being in the room in those negotiations if, and when, you
want to be there. I certainly had members of Congress there on nu-
merous occasions.

The CHAIRMAN. All right. Peter?

Mr. ScHER. Mr. Chairman, let me say, I think, clearly, Congress
needs to be involved. I would say, having been involved in a num-
ber of negotiations, I think particularly about the China WTO ne-
gotiations.

As negotiators, we knew that whatever we were bringing back
needed the approval of Congress, so we were very aware of the par-
ticular issues of concern to many members of Congress. I mean, we
knew, for example, that coming back without some resolution of
TCK wheat would not bode well for the future of that agreement.

I do think that some look at some better institutional processes
for Congressional involvement in trade negotiations is warranted.
One of the difficulties I have felt as a negotiator was the number
of committees on both sides of the Congress we had to report back
to on a continuing basis, and it became very difficult. I mean, it
was very time-consuming. We were back up here literally every
week, every other week. I know you have talked about some sort
of trade office in Congress. Maybe there is some way to sort of in-
stitutionalize that to, frankly, make it more focused.

The other difficulty, as you know, is Congress does not always
speak with one voice. Trying to define the issues that Congress is
truly concerned about and making sure that we resolve them in a
way that is going to be favorable from Congress’ perspective, I
think, would be very useful.

Mr. Chairman, I would just go back to one thing on the dispute
settlement that was raised in the earlier round. I think there are
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clearly problems in the dispute settlement system. I agree with
what Mr. Hormats said, that we should be looking at mediation
and arbitration, or other ways to try to resolve disputes.

I will say that, if you compare the system now, the old GATT
system, in my view, it is far superior. It was a completely ineffec-
tive system in which obligations were not taken very seriously.

So, I would hope we would not throw the baby out with the bath
water and figure out, where can we fix the system in terms of time
delays, in terms of interim procedures to try to resolve disputes.
Frankly, I think one of the things that should be looked at is a
more careful examination of which disputes the United States
brings.

If you look at the number of disputes that we are bringing now
compared to what it was a few years ago, it is enormous. Trying
to have some sort of standards to decide whether or not we bring
a b?nlana dispute, or certain other disputes, I think, would be very
useful.

Mr. HorRMATS. That is a very important point, I think,
prioritizing disputes. Where it is going to become even more inter-
esting and complicated, is when China becomes a member of the
WTO, with the very complicated process of implementing the WTO
agreements internally in China. With changes in law, and regula-
tion, and practice, there are going to be lots of complicated issues.

If we start using the formal, legalistic dispute settlement process
for every one of those, it is going to bog the whole thing down.
Therefore, I think prioritizing and figuring out which ways to deal
with which issues, I think, is a very, very thoughtful suggestion.

Mr. ScHER. And Congress, this committee and others in Con-
gress, can play a very constructive role in helping to deal with the
variety of pressures that the USTR and the administration will be
under to bring multitudes of cases.

Mr. WOLFF. In answer to your question about whether to require
60 votes to approve a trade agreement, I would put my emphasis
on the front end of the process, which is where we are today, in
crafting the mandate and getting a consensus, and in having com-
mittee votes, checkpoints throughout the process. There was provi-
sion for a committee vote in the Canadian Free Trade Agreement
process, for example, so that there is an assurance that the admin-
istration knows it has your support to begin with.

Once you get to the floor, it is too late. It means an all-out effort
to gather votes, on an up or down vote. I think that the emphasis
should be on getting the deal right to begin with, and building the
consensus to begin with.

The same is true with respect to China and dispute settlement.
We are not going to be able to obtain WTO compliance by bringing
dozens, hundreds, or any great number of cases. We have got to
put the resources into helping the Chinese with legal reform, to the
extent that they want that help, through multilateral institutions,
bilaterally.

We do not have a bilateral program at all—the Germans do, the
Japanese do—with respect to legal reform in China. Only a small
number I understand, of the judges in China have formal legal
training. There is going to be a problem in enforcing some of these
rights.
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Even in more developed countries such as Taiwan, it is hard to
get any judge trained in intellectual property protection. They
hardly exist. So, there is a lot to be done at the front end before
try to load dispute settlement with a lot of problems that should
have been cured up front.

Mr. HORMATS. One thought on China. I think that is right, help-
ing the Chinese to implement this very complex series of changes
they are going to have to make. It is my impression that there was
earlier legislation which actually prohibited the United States from
providing certain kinds of technical assistance to China.

The CHAIRMAN. That is correct. Right. That is correct.

Mr. HORMATS. Which I think ought to be changed very, very
quickly. We want them to be able to do this, and technical assist-
ance is one way of helping them. I think the business community
will be universally in favor of doing that. There is sort of an anti-
quated law restricting that, that I think ought to be changed.

The CHAIRMAN. I guess that is another level of arguing our policy
toward China, generally, as to Taiwan, Korea, and all of that,
which I think is very important in the signals that it does send,
either positive or negative.

Thank you very much. This has been very helpful. Thank you.
The hearing is adjourned.

[Whereupon, at 12:32 p.m., the hearing was recessed, to recon-
vene at 9:30 a.m., on Thursday, June 21, 2001.]
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OPENING STATEMENT OF HON. MAX BAUCUS, A U.S. SENATOR
FROM MONTANA, CHAIRMAN, COMMITTEE ON FINANCE

The CHAIRMAN. The hearing will come to order.

Since there is a vote that has just begun, we are going to adapt
to the situation. I am going to give my statement, and Senator
Grassley, who is on his way over to vote, will return by the time
I get over there. So, we hope to have a seamless hearing here.

Secretary Evans, Ambassador Zoellick, I thank you very much
for joining us today.

Yesterday, I spoke about the changing range of issues for trade
negotiations. As the range of issues evolves to cover increasingly
complex and sensitive issues, that is, intellectual property, labor
rights, and health and safety standards, the political consensus on
trade becomes increasingly difficult to hold together.

Establishing a consensus on cutting tariffs or eliminating quotas
was relatively easy. Internationally, there is at least a grudging
consensus that these steps are desirable, but at home presidents
and Congress have generally seen eye-to-eye on these issues.

But it 1s substantially harder to define and enforce standards for
protection of drug patents or computer software. Internationally,
these intellectual property standards have been enormously con-
troversial.

Even domestically, as we have seen in the recent debate over the
availability of AIDS drugs and importation of pharmaceuticals from
Canada, there are still points of substantial controversy, yet we
have managed to establish a consensus and forge trade agreements
on this difficult topic.

On labor and environment issues, consensus is also difficult to
achieve. But just because a problem is hard does not mean it can
be ignored. Just because we will likely struggle for some time with

(53)
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the appropriate role for labor rights and environmental issues does
not mean that they can be left off the trade agenda.

I suspect we all know that Congress simply will not approve fast
track or TPA until labor rights and environmental standards are
meaningfully addressed. In that spirit, I plan, today, to put forward
some specific ideas for addressing those problems.

On environmental issues, several approaches are promising. In
new agreements, following on the model of the United States-Jor-
dan Agreement and NAFTA, we must discourage companies from
lowering environmental standards to distort trade or investment.

In the WTO, we must ensure that the world trading system not
become a barrier to enforcing vital multilateral environmental
agreements.

We must also strive to construct a dispute settlement system in
current and future agreements that does not inhibit legitimate en-
vironmental measures, while allowing action against true protec-
tionism.

On the labor front, the five core principles of the ILO are already
generally accepted around the world. These principles, along with
assurance that labor standards will not be weakened to distort
trade, can guide us in future trade negotiations.

In its tool box, the administration suggested a number of steps
that can be taken outside of trade agreements on these issues.
That is a fine start. However, labor and environment must also be
at the core of trade negotiations if we are truly going to level the
playing field.

Many have questioned the administration’s credibility here. A
true commitment to improve international labor standards cannot
begin with a decision to cut in half U.S. spending on the ILO and
international labor activities.

In order to establish credibility needed to pass fast track, I urge
the President to immediately restore this funding and begin taking
substantive steps to address labor and environmental issues in
other forums.

Indeed, the simple reality is that international trade negotiations
are only possible if there is political support. Opinion polls indicate
that the public harbors deep reservations about trade.

In addition to indicating broad support for addressing labor and
environmental issues, these poll underline that the public will only
support free trade if they also perceive it as fair trade.

Thus, U.S. trade remedy laws are critical to retaining public sup-
port for trade. Recent international agreements have already un-
duly restricted these laws. Any further restrictions threaten to
compromise the very core of these statutes.

There are also strong public policy reasons for these laws. But
let me make this point clear: there is no political support for weak-
ening U.S. trade laws. Any agreement that compromises these laws
will not pass the Congress. This is a point that our trading part-
ners and our trade negotiators would do well to bear in mind.

In addition to the substance of negotiating authority, we must
take a hard look at the process. As my good friend, former Senator
Jack Danforth noted many times, the constitution assigns Con-
gress—not the President, but the Congress—primary authority
over international trade matters.
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Through fast track, TPA, and other devices, the Congress has
ceded a breathtaking amount of its authority to the President. It
is time to rebalance this relationship.

First, in the Senate, I believe fast track agreements should be
subject to normal debate time limits. On highly controversial agree-
ments, this would require cloture to be invoked to pass the agree-
ment.

This would give Congress more control over the direction of nego-
tiations without unduly raising the bar. I note that all recent
agreements have passed the Senate with more than 60 votes.

Second, the President should not be able to decide unilaterally if
an agreement meets negotiating objectives and is thus qualified for
fast track consideration. Perhaps an especially constituted joint
committee of Congress should be required to concur with this judg-
ment for a proposed agreement to earn fast track consideration.

Finally, I am working with Senator Byrd on a proposal for a Con-
gressional trade office, which was also endorsed by the Trade Def-
icit Review Commission. I believe that it is necessary to give the
Congress the information it needs to function as a true partner in
trade agreement negotiations.

Let me conclude with a challenge. I know this administration
wants to move quickly on TPA, but moving quickly means finding
consensus. Refusing to address key issues sets the stage for dead-
lock.

I will continue to do my part. I hope to move swiftly to pass the
Vietnam and Jordan agreements. Both agreements were on the ad-
ministration’s trade agenda and, in the spirit of moving forward in
a bipartisan fashion, I want to call upon Secretary Evans and Am-
bassador Zoellick today to endorse the swift passage of these agree-
ments without amendments.

I also urge the administration to come forward with ideas. It is
not enough to sit back and hope that Congress works this out. I
offered a number of constructive proposals that I believe will help
us meet in the middle. Today, I hope the administration will do the
same.

No one is here to make their statements. The committee will
stand in recess. We have a vote. Let me find out how much time
is left.

Why does everyone on the panel not come forward? Then we can
start.

We are very honored to have you here, Congressman Crane. I
know that you have introduced a fast track bill in the House and
have a speedy time table in mind. I am very honored that you took
the time to come over here. Why do you not begin?

STATEMENT OF HON. PHILIP CRANE, A U.S. REPRESENTATIVE
FROM ILLINOIS

Representative CRANE. Very good. Thank you very much, Mr.
Chairman.

It is a pleasure to be here to discuss what I believe is urgent leg-
islation to empower the President with authority to negotiate trade
agreements in the economic and national security interests of the
American people.
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My message is one that most of us in this room should appre-
ciate: the United States is losing out. As each month passes, our
economic potential is compromised further.

After decades where Americans set the pace, other countries are
writing the new rules for international trade as our President
stands by essentially crippled in his ability to participate.

The sheer number of free trade agreements in force around the
world, 134 of them, is as startling as it is disturbing. The United
States is party to just two of those free trade agreements, covering
about 11 percent of world trade.

Europe, for its part, participates in free trade agreements with
27 countries and is now moving into our hemisphere, most recently
concluding an agreement with Mexico, and seeking expanded trade
ties with Mercosur nations right in our backyard.

The activity of our two closest trading partners, Canada and
Mexico, is instructive. Since implementation of the historic NAFTA
agreement in 1994, Canada has gone on to negotiate FTAs with
Chile and Costa Rica. Currently, Canada is conducting talks with
Japan, Singapore, and the four countries in Central America.

Likewise, Mexico has concluded trade agreements with 31 coun-
tries and is now in talks with Japan, Korea, and others. It is obvi-
ous to anyone paying attention that our exporters are being
squeezed by their international competitors.

Our competitors are enjoying the benefit of their government’s
aggressive pursuit of FTAs. As trade barriers continue to fall for
our competitors, America’s exporters and workers face higher tariff
differentials and more and more discriminatory rules, unfamiliar
product standards, and unnecessary threats to their investments.

I hope that your series of hearings spells clearly the direct con-
nection that exists between increasing international trade and cre-
ating jobs and economic activity at home.

Fully one-third of the economic growth that has occurred in the
United States since 1994 is directly attributable to expanding im-
ports and exports. It is essential that this key engine of economic
growth keep in running.

Because future trade agreements will offer vital opportunities to
expand and ensure the success of U.S. businesses and workers in
the marketplace of the 21st century, we must do all we can to rem-
edy the current situation and reach prompt agreement on the spe-
cifics of trade promotion authority, namely TPA, legislation.

Last week, the House Republican leadership and 57 co-sponsors
joined me in introducing H.R. 2149, the Trade Promotion Authority
Act of 2001, which is attracting five or six more co-sponsors daily,
and we are now up to 80.

Our effort is broadly supported among House Republicans who
are largely united in their view that TPA is an exception to normal
legislative procedures that must be well-defined and not open-
ended in what the President is permitted to negotiate.

Only those matters that are directly related to trade should be
included in an implementing bill qualifying for TPA procedures. My
legislation give the administration the authority and flexibility to
negotiate and bring back to Congress the best deal possible, ad-
dressing goods, services, agriculture, intellectual property, invest-
ment, and e-commerce.
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It allows use of TPA for issues not included in the negotiating
objectives of the bill, as long as the negotiating priority: (1) is di-
rectly related to trade; (2) is consistent with U.S. sovereignty; (3)
is trade-expanding and not protectionist; and (4) does not affect the
country’s ability to make changes to its laws that are consistent
with sound macro economic development.

This legislation leaves the President free to use his executive au-
thorities to negotiate issues that do not meet these tests. However,
the President should use his regular legislative procedures to im-
plement any needed changes in U.S. labor and environmental laws.

Much of the trade debate is focused on whether trade agreements
should be used to force countries to change social policies. While
improving standards on labor and environment is a high priority,
I believe using trade as the hammer to force these changes is coun-
terproductive because it injects so much uncertainty into the trade
and investment climate. Instead, we should focus on the fact that
trade itself improves labor and environmental conditions.

As a country’s standard of living improves, the income level of
the workers within those countries increases, giving people the re-
sources to care for the environment and the ability to improve their
working conditions. Increasing trade with the rest of the world in
countries like ours is the best way for a country to improve its
standard of living.

Finally, my bill would ensure that the TPA procedure provide ex-
tensive opportunities for meaningful consultations with Congress
before, during, and after the negotiations.

Indeed, I want to remind colleagues that a vote for trade pro-
motion authority is a vote on the procedural rules for considering
implementing agreements. A member is still free to vote against an
agreement in the future if he or she does not support the agree-
ment.

Because expanding exports is key to creating new high-paying
jobs, our future will not be secure if the President does not have
the tools he needs to open foreign markets and to shape trade
agreements in our favor.

Put simply, H.R. 2149 is about strengthening our position in the
world. Success must not be measured in partisan terms. I stand
ready to discuss with an of you any specific suggestions you have
on my bill. We now have legislative language before us, so we
should make this discussion quite focused. I look forward to work-
ing with you.

Thank you.

Senator GRASSLEY. Thank you, Congressman Crane.

[The prepared statement of Congressman Crane appears in the
appendix.]

Senator GRASSLEY. Congressman Kolbe.

STATEMENT OF HON. JIM KOLBE, A U.S. REPRESENTATIVE
FROM ARIZONA

Representative KOLBE. Thank you very much, Senator Grassley.
Thank you for the opportunity to testify here today.

I have asked for this opportunity because I think trade pro-
motion authority is critical to the future of the United States, not
incidentally to the entire free world.
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I have testified before this committee in the past, and even
though the jurisdiction of the Finance Committee is very broad, my
testimony has always been on trade policy.

I have been a proponent of more open trade policies for years. It
is important to my district, it is critical to my State. In fact, the
Department of Commerce released data just this week that sug-
gested that Arizona has been the fastest growing State in the
Union for the last decade, with an annual growth rate of 7.3 per-
cent.

Trade in general, NAFTA specifically, has been an enormous con-
tributor to that record pace of economic growth for my State.

But I come here today for reasons far beyond the Fifth District
of Arizona, and beyond the State of Arizona. I come here today in
my current role as chairman of the Subcommittee on Foreign Oper-
ations of the House Appropriations Committee.

As chair of that subcommittee, I am charged with providing lead-
ership in the conduct of U.S. foreign policy. I will do that to the
best of my abilities on behalf of the entire House of Representa-
tives, and I say the entire House. Not just the Republican side, not
the Democratic side, but both sides.

Over the last decade, it has grown increasingly difficult for Con-
gress to operate in a bipartisan mode. Indeed, on trade policy, since
NAFTA, that way of legislating has been largely lost, except on a
very select trade issues. Somewhere we have lost the bipartisan
trade consensus.

Where did it go? How did we let it slip away? Well, somehow we
did it because we allowed ourselves to be seduced, I think, by more
narrow partisan economic- or issue-driven interests.

So I come before you this morning to plead that we commit our-
selves to regain that bipartisan approach to trade. Trade promotion
authority is not only in our national self-economic interest. Cer-
tainly, we benefit tremendously from it.

But trade promotion authority for this President, or any Presi-
dent—and I favored it for the previous President—is in our broad
foreign policy interests to do so. We should not ignore the invisible
benefits that trade promotion authority can bring us that may be
harder to quantify but are equally, if not more, valuable. It will be
a key tool in this country’s toolbox for encouraging successful eco-
nomic growth abroad.

For this reason, we so ardently pursue a strong global economy
as a plank of our foreign policy. The reason we do so is because
successful economic growth abroad helps us achieve our humani-
tarian and national security foreign policy objectives as well.

Trade promotion authority will help us shape a world where
democratic states can grow stronger, a world where nations in
transition can stabilize, a world where developing countries can re-
alize their potential through a promise of meaningful participation
in the global economy.

Without it, our ability to sustain a global economy and its rules-
based trading system will be diminished. This will lead to greater
U.S. national security risks and probably create new, unforeseen
foreign policy challenges that will take us decades to overcome.

What do I mean by this? Since assuming my new position, I have
learned the nexus between political, social, and economic variables
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that have to combine in the right context for successful nation state
development.

I am not here this morning to deliver a treatise on democracy,
but I think it is of more than academic interest that a comprehen-
sive study of nation state failure, performed by the recent State
Failure Task Force led by the CIA, underscores the relationship be-
tween economic disruptions and state failure.

The task force identified 113 cases of state failure in the last 50
years, and they identified three variables that were the most sig-
nificant: infant mortality, openness of the economy, and whether or
not the state was a democracy.

Let me draw your attention to the second one of those, openness
of the economy. It is this variable that confirms why it is so impor-
tant to provide the President with trade promotion authority. It is
a tool that enables the United States to encourage countries to par-
ticipate in the global economy, creating linkages that reduce the
chance of state failure.

Mr. Chairman, we must reach a consensus to provide the Presi-
dent with TPA. We must find the political resolve to support it, and
be willing to make the compromises we need to get that bipartisan
consensus. U.S. foreign policy objectives cannot be achieved alone
thrlough U.S. foreign aid. Trade, not foreign aid, is much more crit-
ical.

Knowing how critical trade promotion authority is to all of us
and to U.S. foreign policy, it begs the question, how do we get it
back? How do we move beyond the prolonged stall in trade liberal-
ization through which we have suffered these last seven or 8 years?

If I had a simple answer, I would have opened my testimony and
saved us all the trouble of continuing to meet on this subject. But
instead of articulating an arcane, trite answer, let me suggest
something more basic, a set of three principles to guide how we en-
gage one another to find a solution.

Let me also, for just a moment, digress to share a story with you.
Senator Mitchell came over and briefed our subcommittee on the
Middle East proposals that he and Senator Rudman have been
chairing. It was a very productive briefing.

But at one point Senator Mitchell shared his experiences on help-
ing the parties in the Northern Ireland peace process. He related
to us that shortly after his arrival in Belfast, he figured out a solu-
tion, in a matter of days. It was a very interesting statement.

For decades, the conflict had raged without a solution, but he fig-
ured it out in a matter of days. Of course, his admission in calcu-
lating the solution so quickly was followed by a long explanation
of what was so challenging about realizing the plan for peace.

Without going into the details, the solution was a well thought
out chain of events by all the parties that were involved, and each
party played a part in an elaborate sequence of events and involved
confidence building among parties.

All of this, I think, suggests that we face the same challenges
trying to move our trade policy forward today. The bipartisan coali-
tion that lasted 50 years has lost the capacity for trust. We lost
confidence in one another’s ability to manage our separate, albeit
more narrow, interests in a way that does not lose sight of our Na-
tional interests.
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So let me just suggest three principles that I think we need to
follow here in the months ahead as we consider this. First, strong
communication. We need to strive to achieve that at the staff level,
at the member level, between the House and the Senate, and be-
tween both ends of Pennsylvania Avenue.

Second, a commitment to operate in good faith. It sometimes is
the case that incentives in the democratic process can work against
a balanced national interest-based strategy.

If we are to achieve trade promotion authority, our process must
resist the temptation to play this issue as a tactic in a long-term
power struggle for political control. We will never achieve success
unless we operate in good faith.

The last principle, is leadership anchored in U.S. national inter-
ests. As elected officials, all of us have interests, some constituent-
based, some personal and philosophical, some partisan, and they
pull us in different directions every day. We have to find a way to
meld those together to work together.

This is not just a statement for a press release or college text-
book. Those more narrow interests of our constituencies and per-
sonal agendas require that we do this if we are to achieve success
on the national level. As we achieve individual success, we guar-
antee success for the larger interest of expanded trade opportuni-
ties.

Mr. Chairman, these are my thoughts on this issue. It is impor-
tant that we move forward. As a member of the House, I hope to
engage you and your colleagues during the course of the months
ahead to try and achieve a compromise that will lead to a favorable
outcome for trade promotion authority.

Thank you, Mr. Chairman.

[The prepared statement of Representative Kolbe appears in the
appendix.]

Senator GRASSLEY. Let me thank Congressman Crane and Con-
gressman Kolbe for coming over here to discuss with us these im-
portant issues, because obviously over your entire tenure in the
U.S. House of Representatives you have both been leaders in that
area, and we thank you for that leadership. That leadership is
going to be very important for us to meet the goals that we have
to on this bill this year.

Maybe I should give you folks, if you feel you have to go, permis-
sion to go. Otherwise, if you stay, then you will probably put your-
self up to some questions.

Senator Hagel?

STATEMENT OF HON. CHARLES HAGEL, A U.S. SENATOR FROM
NEBRASKA

Senator HAGEL. Thank you, Senator Grassley.

Over 50 years ago, the United States found itself as the only eco-
nomic and military superpower on earth, faced with the uncertain-
ties of a new world order much dependent on the United States for
stability, peace, trade, and prosperity.

America had to readjust its thinking, recalibrate, and change
policies, trade policies, refocus priorities, and lead—yes, lead—and
all of that included trade.
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There is one common denominator between the world that exists
today and the world that confronted Harry Truman: American
leadership. Trade is one of the most vital and fundamental ele-
ments that establishes America’s role and dictates our future in
this new globally connected world. It connects us to all peoples of
the world in positive and productive ways.

U.S. businesses are getting outgunned in the international mar-
ketplace. Other nations are outmaneuvering the United States in
world trade through their own bilateral trade agreements or
through creative loopholes of the global trading rules that need to
be addressed in the new WTO round of negotiations.

This is happening because we have not made trade a top priority
and have not provided strong political leadership for this effort.

Also contributing to the erosion of America’s trade position has
been inconsistent, contradictory regulations, sanctions, and policies
of our government that have inhibited, frustrated, limited, and
worked against our National interests and competitive position in
world markets.

To undo this folly, Congress and the President must lead and not
continue to defer the tough decisions on trade. To lead in world
trade, the United States must show its trading partners that it
supports open markets and is willing to send its trade negotiators
forward to engage and break down trade barriers.

In order for the President to lead, it requires his being given the
authority to negotiate and finalize trade agreements on behalf of
our Nation. This means Trade Promotion Authority (TPA).

TPA allows America’s negotiators to negotiate the best possible
agreements with our foreign partners. TPA allows the President
the ability to protect and expand America’s trade interests and our
vital interests around the world.

This authority that every American President has had since 1974
has been the so-called Fast Track Authority. However, since 1994,
the President has been without this critical authority. This has
hurt America’s trade interests in our competitive position around
the globe.

Congress needs to grant the President TPA this year. Sure, we
can start trade negotiations without TPA. But that only continues
to waste precious time and resources, and perpetuates the con-
tinual loss of American market share and American standards de-
velopment in potential world markets.

Is that in the best interests of American business and workers?
I do not believe so. We need to stay focused on the big picture. The
big picture is America’s competitive position in the world.

Included in this trade debate are labor and environmental stand-
ards. It is important to encourage other countries to improve their
labor and environmental standards. Yes, we agree on that. But uni-
lateral trade sanctions or other punitive measures imposed by the
United States on countries over labor and environmental standards
help no one. They help no one.

Labor and environmental standards should be addressed, of
course they should, but not by tying labor and environmental en-
forcement standards to trade agreements. That is dangerous, short-
sighted, unproductive, and self-defeating.
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Let us not forget our fundamental responsibilities here, to en-
hance America’s future competitive position in the world, not erode
or not diminish it. That should be our focus. That is not mutually
exclusive with other responsibilities that come with trade, includ-
ing labor and environmental responsibilities.

We have a significant challenge before us, but I believe that Con-
gress is up to the challenge. I look forward to working with mem-
bers of this committee to support the swift passage of a Trade Pro-
motion Authority that supports our negotiators, our businesses, our
farmers, and our workers.

I look forward to that Trade Promotion Authority passing this
year, but we must be wise enough not to overburden our world
trade infrastructure, regimes, where we, in fact, could see the col-
lapse of world trade regimes if we are not careful. If we fail, we
will squander future opportunities for our next generations and
history will surely judge us harshly.

But this is not America’s heritage, nor our destiny. We are better
than that. We will do better than that.

Mr. Chairman, I appreciate very much the opportunity to share
my views.

The CHAIRMAN. Thank you. Thank you very much, Senator.

4 [The prepared statement of Senator Hagel appears in the appen-
ix.]

The CHAIRMAN. We are joined also by the Senator from Kansas,

Senator Roberts. Why do you not proceed?

STATEMENT OF HON. PAT ROBERTS, A U.S. SENATOR FROM
KANSAS

Senator ROBERTS. I want to thank you, Mr. Chairman. Thank
you also, Mr. Chairman emeritus, for the opportunity to come be-
fore you.

It is a privilege to be here with my former colleagues in the
House. Both Congressman Kolbe and Congressman Crane have
been tireless leaders on behalf of trade and the betterment of jobs
and progress, not only in this country but around the world, and
I thank them for their efforts.

I associate myself with the remarks by the distinguished Senator
from Nebraska, my good friend Senator Hagel.

Mr. Chairman, trade is a necessary and very vital economic com-
ponent of American agriculture’s well-being. I have some items I
would like to list. Ninety-six percent of the world’s population lives
beyond our borders.

Any future recovery and potential growth for the agriculture sec-
tor—and we are pretty tough shape in farm country, and have been
for the better part of three years—is going to rely, in part, on our
ability to trade and access foreign markets, simply put.

World demand is growing for agricultural products, so is the
competition between suppliers. Our Nation’s failure to secure a
gartlof the global economy has cost our agricultural producers

early.

Annually, as of today, we export 52 percent of our wheat—that
is over half the Kansas wheat crop, half the Montana wheat crop,
if in fact you have a wheat crop, and I understand that’s pretty
tough out there—48 percent of cotton, 41 percent of our rice, 33
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percent of our soybeans, 21 percent of our corn that is produced na-
tionally. That is one out of five acres in Senator Grassley’s home
State.

In Kansas, this translates into one-fourth to one-third of farm in-
come being generated by trade each year. I would guess that that
percentage is almost the same for Florida, for North Dakota, for
Louisiana. I do not know about West Virginia. Certainly in regards
to Montana and Iowa. Maybe not Utah, but certainly in Texas.

My State’s reliance on trade certainly extends beyond agri-
culture. We have aircraft, we have chemicals, we have petroleum,
we have metals, and many other products. We have 20,000 people
in Wichita that work for the aircraft industry, and probably more
than that. I just counted the Boeing employees. So, these folks also
rely on exports as an important portion of their sales.

Between agriculture and manufacturing, one in four jobs in my
State of Kansas depends on trade. Last year, we generated 66,000
jobs. Now, through the last several decades American agriculture
has undergone leaps and bounds in the arenas of production tech-
nology. It has been unbelievable.

The explosion of precision agriculture, and the productivity and
the resulting yields, have been able to feed this country and a trou-
bled and hungry world and has been a modern miracle, with the
development of new varieties that resist disease and drought, and
certainly cropping practices that benefit the environment.

It is a paradox of enormous irony that, while we have all this
progress and all this innovation, the modern miracle of agriculture,
during the same period our share of the world’s agriculture market
has slipped from 23 percent to 17 percent, and it is headed down.
We are losing. We are not being competitive.

We have called the mechanism that would allow our President
the ability to realistically negotiate free and fair trade agreements,
a variety of names. I just had a meeting yesterday with Secretary
Venaman, and we have had meetings with Secretary Zoellick.

Trade promotion authority. I do not like that much because it re-
flects on promotion. This is far more serious than promotion. Trade
negotiating authority. Perhaps that is a little. Let me see. The ac-
ronym is TNA. I do not know what that is going to do. The DNA
on TNA does not work out very well.

Trade enhancement authority. Enhancement? We need a strong-
er word. Fast track. I do not like fast track. That sort of indicates
that we are trying to go around the Congress in some fashion.

I am going to use the title used by my predecessor in the House
of Representatives, Hon. Keith Sebelius, who worked hard for
farmers and ranchers for 12 years. I was his administrative assist-
ant.

He said, “Pat, you have got to export the product. You either sell
it or smell it.” [Laughter.] Now, I do not know what that adds up
to with an acronym, but that is about where we are.

So, whatever we call it, I prefer that we grant the President the
ability to competitively negotiate the market access for the prod-
ucts that our hardworking farmers and ranchers certainly produce.

There are 133 trade agreements in place around the world, and
only 2 involve the United States. The President said that, and
probably my preceding colleagues have said that.
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If we are going to compete successfully for the export opportuni-
ties of the 21st century, we need fair trade and fair access to the
growing global markets.

In my statement, I go on and say, without trade promotion au-
thority or the “sell it, don’t smell it” authority, we will continue to
fall short.

Now, I read in the Sparks Commodity News—and I do not mean
that to be a plug for the outfit, but it is a pretty good outfit if you
want to read about agriculture—and it pretty well said this. I am
just simply quoting here. I do not want to perjure anybody’s intent
or the fine work that the Chairman and Chairman emeritus does,
or that this committee does.

But it says it, and I think it says it very well: “Senate Democrats
insist on labor and environmental protections, and the Senate’s
new Finance Committee chairman, Max Baucus”—who is a dear
friend and a colleague and a strong component of trade—*“is cool to
any legislation that does not have labor and environmental protec-
tions.” And I think that’s a pretty accurate statement in regard to
some of the feelings and in regard to my colleagues across the aisle.

“Senator Chuck Grassley, ranking member, chairman emeritus
on the Finance Committee, said, ‘Republican leaders would seek
ways to address the environmental and labor issues so they don’t
become protectionism.”” And I certainly agree with that.

“But he admitted if we went entirely the way that the labor lead-
ers in America want to go”—where John Sweeney wanted to go
yesterday when he testified before the panel, maybe Charlie Ran-
gel, maybe Sander Levin. I haven’t read their testimony, but I cer-
tainly heard it when we went up to see the president at the White
House before he went to Canada—". . . aid that ‘For every Demo-
crat we would pick up, we’d lose a Republican.” However, Grassley
said, ‘The labor and environment provisions will be the key to
crafting a bill that can gain the majority’s support and I think it
will have to be compromised.” As usual, Chuck Grassley certainly
nailed it.”

I do not know how we do this. People talk about the third way.
For over 30 years I have been making speeches in farm country,
and that is why I am here in the Congress, to do what I can on
behalf of our farmers and ranchers. I have tried very hard to do
that.

There is a line in every speech, and I have written it for my
predecessors, and I will continue to give it: we need a consistent
and aggressive export policy. Remember when Ed Zurinsky really
would not go along with the budget situation with President
Reagan and we started the Export Enhancement Program? That
was a shotgun kind of a program. It sure made our competitors un-
happy. We have not used that for a long time.

Burkely Buddell from Iowa, and I went down to the first meeting
because it was sort of controlled by the State Department. I made
the same speech then. Why are you putting the farmers and ranch-
ers out there subject to all these other considerations in regards to
market interference?

My question to everybody is, we exported about $61 billion three
or 4 years ago in farm products. We are down to about $50 billion
today. Subtract the difference, and that is the subsidy the Amer-
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ican taxpayers are paying to the farmer. It is not exactly a one-to-
one cause, but it certainly is reflective of the problem that we have.

We are not selling our product and we need “sell it, don’t smell
it” authority. Now, I do not know how long we are going to have
to make those speeches. I will tell you, in farm country, the farmer
and rancher is damn tired of it and they do not believe us anymore.
The gild is off the lily in regards to a consistent and aggressive
trade policy.

Now, the President has asked us, in a call to action just yester-
day and in repeated meetings, let us get the job done. I will be
happy to do it any way I possibly can in some kind of a com-
promise.

I apologize to the Chairman. There seems to be some kind of a
compromise bill here with Mr. Murkowski and Mr. Graham, and I
encourage you both to do that. My staff is working with you. But
gan we not get this job done, Mr. Chairman? It is long, long over-

ue.

The CHAIRMAN. Thank you very much, Senator. I think the an-
swer to the question is yes, so long as all sides are willing to nego-
tiate, compromise, and work together. Otherwise, we will not.

We can give speeches, and that was a great speech, and it is a
very helpful speech, but not act, all of us—that means both Houses,
it means the administration—then we are going to be just giving
speeches, not acting. It takes hard work and compromise, working
together to get this done, as you well know.

[The prepared statement of Senator Roberts appears in the ap-
pendix.]

Do any Senators have questions for our illustrious panel? First
on my list is the Chairman emeritus.

Senator GRASSLEY. I do not have any questions of this panel.
Some time, perhaps during the questioning of the next panel, I
would like to give a short opening statement.

The CHAIRMAN. All right.

Senator GRAHAM. I have no questions for the panel. I would like
to make an opening statement.

The CHAIRMAN. In the questions, could you make a statement?
Because we do have to get to our Secretary of Commerce and the
Ambassador, and I do not want to keep them waiting too long.

So, I would ask the Senators to give very, very short statements.
You can get your point across in about two minutes, so we can get
to the Secretary and to the Ambassador.

I know our panelists are busy, too, and they have got to go. So,
let us give our opening statements, but I do ask Senators to keep
them down to two minutes. I am going to enforce that, too.

Senator Graham?

OPENING STATEMENT OF HON. BOB GRAHAM, A U.S. SENATOR
FROM FLORIDA

Senator GRAHAM. Mr. Chairman, almost a century ago when the
United States was taking an isolationist position with respect to
our economic relations with Latin America, we suffered a grievous
consequence with which we are still living.

The Europeans moved into our natural trading area in the west-
ern hemisphere and established, among other things, a set of tech-
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nical standards that ranged from electrical equipment to the newly-
emerging automotive vehicles.

The consequence of this is that, for 100 years in the past and for
an unknown period in the future, the United States has been
handicapped in our ability to trade as effectively as we should
within our own hemisphere.

I fear that now, at the beginning of the 21st century, we are
about to make the same mistake. We see Europe, again, negoti-
ating aggressively in Latin America. They have already established
standards for things like emissions, brake standards, and tele-
communications which are not to the benefit of the United States’
long-term ability to trade in the western hemisphere.

I make these points to indicate that time is not on our side as
we delay making a decision to grant trade promotion authority, by
whatever name it may be called. There is a real price to be paid.

There is nothing likely to occur in the next 12, 24, or 36 months
which will make reaching a consensus on trade promotion more
likely than it is today. In fact, I suggest just the opposite is true.

We all know that reaching a political consensus is a highly-
charged issue and, as it relates to trade, it becomes more difficult
the closer we get to an election. In this respect there is no better
time than the present to move forward with trade promotion legis-
lation.

This an issue that is well-known to all of us. It is a mature ques-
tion. We have had an opportunity to consider all of the ramifica-
tions. I would quote President Reagan when he asked the question,
“If not now, when? If not us, who?”

As Senator Roberts suggested, with a group of new Democrats in
the Senate and the House and with several members of the Repub-
lican party, we have developed a set of trade principles which I
hope might be the basis around which we can reach consensus.

The CHAIRMAN. Thank you, Senator, very much.

Senator Gramm?

OPENING STATEMENT OF HON. PHIL GRAMM, A U.S. SENATOR
FROM TEXAS

Senator GRAMM. Mr. Chairman, let me, first, say that we reached
an extraordinary consensus on trade where we gave the President
the ability to negotiate trade agreements that were unamendable,
and where we had limited debate because they were fairly narrow.

They were about external taxes, tariffs, and they were limited to
areas where we so dominate the world, like copyright and patents,
that they were pretty much like the British committing to the prin-
ciple of freedom of the seas when the seas were owned by the Brit-
ish.

Now there is this call to expand this authority into areas like
labor, and the environment, and to other areas. I understand the
reason, but I would like to raise two issues that I would like to ask
my colleagues, as we go through this, to really give some prayerful
deliberation to.

Number one. Do we really want to give this President, or any
President, the ability to negotiate in trade agreements provisions
that become domestic law in labor, the environment, or other areas
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where they cannot be amended, where they cannot be fully de-
bated, and where we have no idea as to what they will be?

So, we need to look at not just our objective of getting our trad-
ing partners to try to promote our standards, we need to look at
the issue of writing domestic law through these trade agreements
in areas that have nothing to do with trade.

Second, we have the problem of international enforcement. Do we
really want to write provisions in a trade law that are outside the
narrow definition of trade that would allow an international dis-
pute resolution or an international tribunal to find that the Con-
gress, through its legislative and constitutional jurisdiction, in
making laws in areas that are not directly related to trade, is vio-
lating trade agreements, and therefore, that the American con-
sumer can be penalized, and the American farmer can be penalized
with tariffs against our goods, or fines imposed on the American
taxpayer?

I think if you can come to grips with that, then we can work out
an agreement here.

The CHAIRMAN. Thank you, Senator.

Senator Conrad?

OPENING STATEMENT OF HON. KENT CONRAD, A U.S.
SENATOR FROM NORTH DAKOTA

Senator CONRAD. Thank you, Mr. Chairman. Thank you very
much for holding this hearing, and this series of hearings, because
I think they really are very important, and you are setting the
stage.

First of all, I want to say I am committed to freer trade. I believe
in it as a principle. But the devil is in the details, and too often
we have seen the details of these agreements fly under the flag of
free trade, when they did not really represent free trade.

I think there are three things that have to be dealt with. One,
is true consultation. In fast track, Senators give up their constitu-
tional role and there is an exchange. The exchange is, we are going
to be consulted fully on these trade agreements. Unfortunately, in
the past, very often it has not happened. So, the first thing is, con-
sultation has got to be real.

The second, is a matter of currency. If I could just put up a quick
chart that shows what happened in NAFTA, where we had nego-
tiated a 10 percent reduction in tariffs, and then the Mexicans
promptly devalued by 50 percent.

We wound up in a less favorable position than before we nego-
tiated the agreement, and we moved from a trade surplus with
Mexico to a %55 billion trade deficit with Mexico. If that is success,
I do not want much more of it.

The final point, is the question of corrections. We have got to
have a means of correcting mistakes that have been made in past
trade agreements. We saw that in the Canadian free trade agree-
ment. They have gone from zero percent of our durum market to
over 20 percent, not because they are more competitive, not be-
cause they are more efficient, but because of deficiencies in the
agreement.

This is what happened after the Canadian free trade agreement.
They went from zero percent of our market to over 20 percent of
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our market because of deficiencies in the agreement. There has got
to be a way correcting things that are wrong.

So the three things I would say must be dealt with in fast track
are the three C’s: consultation, it has got to be real; currency, we
have got to look at the currency of the country with whom we are
negotiating to assure ourselves they are not going to devalue, com-
pletely undermining what we have accomplished at the negotiating
table; and third, a means of correcting mistakes.

The CHAIRMAN. Thank you, Senator, very much.

Senator Breaux?

OPENING STATEMENT OF HON. JOHN BREAUX, A U.S.
SENATOR FROM LOUISIANA

Senator BREAUX. Just briefly, Mr. Chairman. I congratulate you
for putting together these very important hearings. I think that it
is clear that the best way, I think, to improve environment and
labor conditions around the world is to have contact and trade with
countries around the world.

I think the administration is going to have to recognize that
these issues are important to many members, and that they are
going to have to be consulted with in order to get a trade agree-
ment that expands trade.

I think both sides are going to have to realize we are not going
to be able to do it my way or no way, because no way is going to
end up winning. So, there are going to have to be some negotia-
tions between the administration and members in order to get the
things they want on trade.

I support the concept of free trade. I think, as I have said, that
is the best way to address these issues. But if you are going to get
something out of this Senate it is going to have to be also in a ne-
gotiited fashion, otherwise it will not get done, and I think we can

o that.
The CHAIRMAN. Senator Rockefeller?

OPENING STATEMENT OF HON. JOHN D. ROCKEFELLER IV, A
U.S. SENATOR FROM WEST VIRGINIA

Senator ROCKEFELLER. Thanks, Mr. Chairman. This committee,
I guess, last granted the President fast track in 1994. Since that
time, we have negotiated with our trading partners without the
benefit of fast track, so the President has not had that authority.
The question is, has he needed that authority to do that?

What has been the consequence of not having fast track? I am
not declaring a position here, just raising questions I want to ask.
Have there been adverse consequences for the United States by not
having fast track?

China PNTR was tremendously controversial. I voted for that. It
did not have fast track. It had the merits to pass, at least in my
judgment. So I raise that question of, why is the fast track so in-
credibly important, particularly when you need to have people con-
sulted in the Congress?

Then I want to know, what will the administration use fast
track, if it gets it, to achieve? I, for one, am very concerned. There
has been a lot of talk about steel and Section 201. There has been
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a lot of talk about, well, maybe we will do this if you go along with
fast track, or what is your position on fast track.

I just want to say that, if we use our unfair trade laws as bait
and leverage in trade negotiations, that is a very, very big mistake.
Sixty Senators signed a letter saying we do not want that. So, if
that approach is taken, everybody can count on my opposition.

These are just things I want addressed during the course of the
hearing.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Senator.

Senator Hatch?

OPENING STATEMENT OF HON. ORRIN G. HATCH, A U.S.
SENATOR FROM UTAH

Senator HATCH. Thank you, Mr. Chairman.

Let me start by commending the administration, our Trade Rep-
resentative, our Secretary, for their recent decision to initiate a
Section 201 action on steel. I think the President did the right
thing, and I say that as a free trader.

If U.S. firms cannot compete in the global marketplace on even
terms, then our government has no business to try and protect
them or to protect inefficient businesses.

But, on the other hand, the United States cannot, and should
not, look the other way if foreign manufacturers attempt to dump
their products into our country at prices that do not fairly reflect
the true cost of production.

Since 1994, the last time the President of the United States had
trade promotion authority—I would like my colleagues from the ad-
ministration to kind of answer some of these questions, hopefully,
in their remarks today—I would like to know how many trade
agreements have been signed without the participation of the
United States, if you have that information. If you do not, I would
like to have you provide it.

What have been the economic consequences for the United
States? Have you been told directly or indirectly by trade rep-
resentatives from other nations that they will not come to the table
with the United States if the President lacks this trade promotion
authority?

What trade agreements are currently under consideration that
the United States would not participate in if the President lacks
trade promotion authority?

Several of my constituents have expressed a concern that trade
promotion authority removes Congress from their role in negoti-
ating trade agreements. I would like you to respond to that con-
cern, as well.

You have tough jobs. I would like to help you in every way we
possibly can. I think it is for the betterment of our country. We do
need to get back to assisting our President, both of you and others,
in doing this work.

I want to thank you for this time, Mr. Chairman.

The CHAIRMAN. Thank you very much, Senator.

Senator Nickles?
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OPENING STATEMENT OF HON. DON NICKLES, A U.S. SENATOR
FROM OKLAHOMA

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

I am delighted that we have Trade Representative Zoellick and
Commerce Secretary Evans with us. I am pleased to see that they
are pushing trade promotion authority.

I hope the Congress will likewise move aggressively to make this
happen. I am thinking, if we do not—I am afraid if we do not—
other countries around the world are moving ahead and taking our
markets. I think we are missing an opportunity that we in Con-
gress have a chance to help fill that void.

So, Mr. Chairman, I hope that we will move forward and pass
a positive trade promotion authority. I would be cautious, though.
I think there is some language that some people would like to have
added to this that could be very detrimental.

I want to pass a positive, good trade promotion authority to real-
ly promote trade, not promote protectionism in one way or another.
So, hopefully we will move forward and be able to adopt this lan-
guage in a bipartisan way through both Houses of Congress this
summer.

The CHAIRMAN. Thank you.

Senator Lott?

OPENING STATEMENT OF HON. TRENT LOTT, A U.S. SENATOR
FROM MISSISSIPPI

Senator LOoTT. Mr. Chairman, I would like to hear these wit-
nesses testify. I want to thank them for being here. I want to thank
Ambassador Zoellick or the work that he has already been doing.
We had this problem with the European Union on bananas, and
beef, and other issues, and he moved in aggressively and they were
able to get an agreement on bananas.

And when I was in Europe, the Europeans made it clear that it
was the Ambassador’s focus on the issue and willingness to spend
time that caused it to be resolved in only about a month. So, con-
gratulations, Mr. Secretary. We look forward to hearing from you.

Like Senator Hatch, I, too, support what the administration did
on the steel matter. I know that Senator Rockefeller knows that for
quite some time I thought something should be done in the steel
area.

However, there is no connection between the two with me, but
if people that expect us to step right out on steel wind up proposing
trade promotion authority, which the President certainly should
have, that would cause me a lot of concern.

So, while there is no connection, I do not believe between the two
with the administration it would be a factor, in my thinking, if we
cannot have fairness on both sides. So, I just drop that hint in the
process here. I yield the floor.

The CHAIRMAN. I think you dropped it pretty heavily. [Laughter.]
Thank you very much, Senator.

Let us have our two witnesses, Ambassador Zoellick and Sec-
retary Evans. The committee thanks you both very much. I know
busy you are. Often, I am sure you wonder why you have to go to
the Hill for one more hearing, one more time.
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We respect the time that you are taking. Thank you very much
for taking the time. We look forward to your views, because your
views are very important to the subject.

Mr. Secretary, why do you not proceed?

STATEMENT OF HON. DONALD EVANS, SECRETARY OF
COMMERCE, WASHINGTON, DC

Secretary EVANS. Thank you, Mr. Chairman. I am delighted to
be here. I have been looking forward to this. It is not an inconven-
ience to me at all. There is not anything more important to this
country and this world today, in my mind, than what we are here
to talk about today.

So, I am thrilled to be here and look forward to this discussion
this morning, and further discussions through the summer, and
however long it takes to pass trade promotion authority. The ad-
ministration is committed to that, committed to working with you
and this committee, and committed to working with Congress to
pass trade promotion authority. So, I am delighted to be here.

Chairman emeritus Grassley, nice to be with you. I like the ring
of that. It actually sounds pretty good.

Senator GRASSLEY. Sounds too much like retirement, I think.
[Laughter.]

Secretary EVANS. It sounds very distinguished to me, which I
think is appropriate.

Mr. Chairman, Senator Grassley, and members of this com-
mittee, thank you for inviting me here today to testify on trade pro-
motion authority and on the imperative of maintaining America’s
leadership in the global marketplace.

I would like to make a brief opening statement and submit my
written testimony for the record.

The CHAIRMAN. It will be included in the record.

Secretary EVANS. Thank you very much.

Let me begin by emphasizing the economic case for continuing to
open markets. America has always been a trading nation. In purely
economic terms, it is in our Nation’s best interest to pursue free
and open markets. We remain the world’s preeminent exporter of
goods, services, and investment.

We also benefit from the stimulus of foreign competition and the
investments that others make in our country. Trade liberalization
has been a key factor in the longest period of sustained economic
growth in the history of this great country.

It is important to recognize that U.S. exports accounted for near-
ly one-quarter of the economic growth we experienced during the
past decade.

Despite the track record, the critics of open markets argued that
further trade liberalization would destroy U.S. manufacturing, di-
minish the earning power of the American worker, ignite a race to
the bottom that would undermine our labor and environmental
standards, and yield benefits only for larger, multinational corpora-
tions.

Well, what has happened as trade increased around the world in
the past 10 years? Let us look at the hard facts. Since 1995, fol-
lowing the implementation of NAFTA and the Uruguay Round,
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total U.S. private sector productivity has increased 3 percent a
year.

U.S. industrial production was 48 percent higher in 2000 than it
was in 1990. More than 20 million new jobs have been created in
the United States since the early 1990’s. Our goods and services ex-
ports have grown even faster than the U.S. economy, increasing
more than 7 percent a year since 1992.

We estimate that some 12 million U.S. jobs are now supported
by exports. One in every five manufacturing jobs is supported by
exports. These jobs are good jobs, paying up to 18 percent higher
than the average wage in this country. Furthermore, there has
been no race to the bottom. Our labor and environmental laws have
been reinforced, not undercut, during this past decade.

Finally, trade has extended its benefits throughout our economy,
not just the large, multinational corporations. Most American
workers are employed by small- and medium-sized businesses.
These businesses, which account for nearly 98 percent in the
growth in export population, would be among the major bene-
ficiaries of future negotiations that reduce foreign trade barriers.

America’s farmers will also benefit greatly. One in three U.S.
farm acres is planted for export, and 25 percent of gross farm in-
come comes from exports. Trade is an engine of economic growth,
job creation, national competitiveness, and innovation. This results
in a higher standard of living for all.

But trade is not just about economics. As President Bush has
said, it is a moral imperative. Free and open trade is a foundation
for democracy, social freedom, social responsibility, and political
stability. It is about human freedom and a higher quality of life for
all.

One key element in making progress toward that goal is rebuild-
ing a consensus in support of opening markets. The vehicle to do
that in Congress today is to grant trade promotion authority.

Let me emphasize that, regardless of your perspective on what
should go into a trade agreement, it serves no one’s interests to
prevent the President from taking the U.S. seat at the table and
being on the sidelines.

As the President recently observed, free trade agreements are
being negotiated all over the world and we are not a party to them.
There are more than 130 preferential trade agreements in the
world today; the United States is a party to two.

We have to get off the sidelines and back into the game. The
President intends to press forward bilaterally and multilaterally to
expand trade, and the accompanying economic opportunities that it
creates for the American people.

It is often said that we do not need trade promotion authority
until an agreement is concluded and Congress has to vote on its
implementation. The reality is that negotiations in the WTO on
services and agriculture began in 2000, and proposals are on the
table. Trading partners now are asking when we will have trade
promotion authority. Some nations will use the absence of TPA as
an excuse to avoid new talks. We should not give them that excuse.

For some of our Latin American and Caribbean trading partners,
TPA is viewed as a litmus test of our commitment to a Free Trade
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of the Americas. They do not want to have to negotiate twice, once
with the Administration and then once with Congress.

Yet, there are still those who argue that numerous agreements
have been negotiated since TPA expired in 1994, so there is no
need to act now. The fact is, apart from the Jordan FTA, none have
involved reciprocal market opening measures whereby we give and
get access to overseas markets.

This administration is well aware of the fundamental role Con-
gress plays in setting our trade policies under the constitution. In
fact, what trade promotion authority really provides is a vehicle to
ensure that Congress and the President work together, cooperate,
and have agreed on negotiating objectives.

Our intent is to work closely with Congress, not only for the pas-
sage of trade promotion authority, but to rebuild the political con-
sensus necessary for our negotiators to engage with their counter-
parts at the bargaining table.

Congress is an indispensable partner in this enterprise, and I am
here to assure you that we can work together in a partnership
based on mutual trust, respect, and certainty.

Mr. Chairman, securing TPA is essential to successfully imple-
menting the President’s trade agenda, a bipartisan plan that will
benefit all Americans. It includes, first, eliminating tariffs and
other barriers that impede U.S. exports of goods, services, invest-
ments, and ideas.

Second, his agenda will bring a special focus to areas like agri-
culture that have the most profound benefit for American exporters
and for global well-being.

Third, it will keep electronic commerce free from trade barriers.
Fourth, his agenda will preserve our ability to combat unfair trade
practices that limit economic opportunity.

Finally, let me speak to the connection between trade, labor, and
the environment. The President and I believe that the most signifi-
cant impact that trade can make on labor and the environment is
through rising standards of living, and greater social responsibility
for all citizens around the world.

This will lead to demands for improved labor and environmental
standards. Clearly, free trade and the need to promote its advan-
tage through passage of TPA are important to the American people
and to all mankind.

Our ability to promote economic growth and freedom through
trade will depend on how well we communicate the benefits of
trade in every home, on every factory floor, on every farm, and up
and down Main Street of this great Nation.

I am looking forward to working with this committee and all
members of Congress, to build a type of bipartisan coalition on
trade and trade promotion authority, that also brought tax relief to
the American people.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Mr. Secretary.

[The prepared statement of Secretary Evans appears in the ap-
pendix.]

The CHAIRMAN. The Honorable Robert Zoellick, U.S. Trade Rep-
resentative.
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STATEMENT OF HON. ROBERT ZOELLICK, U.S. TRADE
REPRESENTATIVE, WASHINGTON, DC

Ambassador ZOELLICK. Thank you, Mr. Chairman.

I appreciate your thoughtful comments, Mr. Chairman, and those
of your colleagues here. I think the point that Secretary Evans and
I know well, to start, is that the most important part of our job is
to develop a common approach with the Congress.

So, frankly, we thank you for this opportunity to return back to
this committee. I have certainly benefitted from my discussions
with each of you, and appreciate the guidance and suggestions that
you have offered. As it was this morning, sometimes it is just fun
to watch the interchange among true professionals.

I am pleased that one of your first steps, Chairman Baucus, was
to convene this hearing on U.S. trade promotion authority. It is an
encouraging sign of bipartisanship, in accordance with the impres-
sive tradition of this committee, that you are considering sharing
the priority that had been assigned to trade by your predecessor,
Senator Grassley.

Your interest in U.S. trade promotion authority is especially
timely. The administration has been gaining momentum for ex-
panding trade with Europe, with Latin America, East Asia, Africa,
and Australia. Yet, we do need the Congress to act so we can keep
moving ahead. This is a moment that we have to seize together.

As Pascal Lamy, the European Commissioner for Trade has
pointed out with realism: “If trade promotion authority is denied by
the Congress, it would be hard for the U.S. administration to estab-
lish itself as a credible trading partner.”

The failure to seize this moment would hurt American farmers,
ranchers, workers, businesses, and their families.

I just returned a few days ago from my second visit to Europe
within a month. This time led by the President, our aim has been
to reenergize the launch of a new global round of trade negotiations
in the WTO.

Frankly, to answer some of your questions, preparations for the
new global negotiations had been moving, at best, at a snail’s pace.
The repercussions of the failure in Seattle had left many dispirited.

Now, working closely with the European Union and others, in-
cluding some key developing countries, we are now seriously dis-
cussing frameworks for negotiations. But we do not have much
time left before the trade ministers meet in Doha to try to reverse
the damaging economic and political legacy of 2 years ago in Se-
attle.

Two weeks ago I was in Shanghai at an APEC meeting of trade
ministers from across the Pacific. While there, we were able to
build on the work of Ambassador Barshefsky and Secretary Daley
by negotiating a breakthrough on China’s accession to the WTO.

After 15 years of negotiations, we are now well-positioned to
work with other WTO members to bring China and Taiwan into
the WTO this year. Moreover, an important development from my
perspective, the Chinese joined us in sending a clear signal to the
nations of the Asia-Pacific that the train for the launch of the new
WTO round is moving, and that spurred interest in getting aboard.

Two months ago at the Quebec City Summit of the Americas,
President Bush pressed forward with the negotiations for the Free
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Trade Area for the Americas to a new and more defined stage. That
train is moving, too. It was very helpful that Chairman Baucus and
Senator Grassley were with the President in Canada to make a
united case for the United States.

Others, including Senator Graham of Florida, have deepened our
drive for trade liberalization within our own hemisphere by pro-
Xloting the renewal of a more robust Andean Trade Preferences

ct.

So, stepping back, one can see that we are starting to move the
key pieces of the President’s trade strategy into position. We are
advancing trade liberalization and America’s interests globally, re-
gionally, and bilaterally. We are creating a competition in liberal-
ization, with the United States at the center of a network of initia-
tives.

Yet, the executive branch cannot successfully lead alone. We
need a partnership with the Congress to pioneer new markets for
America’s farm products, goods, and services.

We need a partnership with the Congress to break down barriers
to the spread of American entrepreneurship. We need a partner-
ship with the Congress to help us export individual freedom and
the rule of law.

As number of you have mentioned, the Congress enjoys the con-
stitutional authority to regulate commerce with foreign nations,
and therefore we need a partnership with the Congress to restore
America’s leadership on trade.

As I have pledged to this committee previously, we will also en-
force vigorously and with dispatch U.S. trade laws against unfair
practices. We agree with you that this is fundamental to building
public support at home for open trade.

The Bush Administration is committed to the effective and cre-
ative use of statutory safeguards consistent with WTO rules to as-
sist American producers under extraordinary stress from imports.

Used properly, these safeguards, for example, with our Section
201 investigation on steel, could give U.S. producers a vital breath-
ing space while they restructure and regain competitiveness.

It 1s a fact of life in this globalized economy that some industries
and communities critically dependent on them cannot change at
the pace of near-instantaneous capital and information markets.

Our response should be neither to hide these industries behind
costly barriers, nor to abandon businesses, workers, and commu-
nities. Instead, we need to try to use the safeguards in cases of se-
rious injury as part of a comprehensive commitment to try to re-
structure and regain competitive strength.

In sum, the elements of the President’s trade strategy, global, re-
gional, and bilateral negotiations, enforcement and dispute resolu-
tion, action against unfair trade practices, and safeguard and ad-
justment are mutually supportive. We are backing words with ac-
tion. Now, after months of consultations with the Congress, Ameri-
cans need action on the legislative front, too.

I would like to correct a point that I understand may have been
made yesterday. In 1986 when the United States and other nations
launched the Uruguay Round, the President did, indeed, have
trade negotiating authority, the authority we are seeking, that had
been granted by Congress in 1979.
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Since the Congressional grant of authority to negotiate trade
agreements expired in 1994, 7 years ago, America has fallen be-
hind. Today, the European Union has 27 free trade agreements or
special custom agreements around the world, 20 of which were ne-
gotiated in the 1990’s when we have been caught unable to act, and
it is doing 15 more right now.

We have got no one to blame but ourselves for this. Consider this
forecast: if we are unable to overcome the breakdown in Seattle by
launching a new round of global trade negotiations, special trade
agreements will proliferate even more quickly, and most often
without the United States.

The President needs to have negotiating authority to help us
achieve a successful global round and to preserve our trading inter-
ests. If not, American families who are the backbone, the muscle,
and genius of America are going to pay the price.

Together, the two landmark trade agreements of the 1990’s,
NAFTA and the Uruguay Round, have boosted the annual income
and lowered the cost of purchases for an average family of four in
America by between $1,300 and $2,000.

So, the stakes are high for the United States. In less than 20
weeks, ministers from around the globe will gather in Doha to en-
deavor to launch a new multilateral trade liberalization round.
U.S. leadership is vital to its success and we need a united front
on trade.

Now, I know from many consultations with you and other mem-
bers of Congress that there is a substantial bipartisan majority
that does support the trade negotiations we are advancing.

So now is the time for Congress to act. Prior Congresses granted
prior Presidents, five of them, this authority to negotiate trade
agreements. So I urge this committee, with its special tradition of
cooperation on trade, to grant President Bush the same authority
by the end of the year.

I know well that trade promotion authority must be based on a
partnership between the executive branch and the Congress, found-
ed on trust, close consultation, and mutual respect.

This partnership needs to be structured carefully so that the ex-
ecutive branch can negotiate effectively and productively, and Con-
gress can establish its objectives, ensure close consultation at var-
ious stages of the negotiations, review and advise on the work in
progress, and make the ultimate judgment on trade agreements.

Mr. Chairman, the eyes of the world are now on Congress and
on this committee. Wherever I go, whatever I do, I am asked the
same question: will the Congress join the administration in sup-
porting trade?

So I urge this committee to give me an answer of yes by enacting
trade promotion authority we can use to reassert U.S. leadership
on trade.

It is within our grasp to build a post-Cold War world on the foun-
dations of freedom, opportunity, democracy, security, free markets,
and free trade. Together, we can seize this opportunity and set a
course for peace, prosperity, and America’s interests, not just for a
year or two, but for decades.

Thank you, Mr. Chairman.
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[The prepared statement of Ambassador Zoellick appears in the
appendix.]

The CHAIRMAN. Thank you very much, Ambassador, Mr. Sec-
retary. I particularly appreciate those words about cooperation and
of urgency, because I think that both are accurate.

It is also important, I think, for all of us to keep in mind, and
you have referred to it, that it is an extraordinary grant of power
for the Congress to delegate fast track trade promotion authority
to the President to negotiate an agreement that Congress cannot
amend. That is an extraordinary grant of authority.

In return for that grant of authority, clearly, there has to be co-
operation and understanding and delegation under terms that the
Congress thinks is appropriate in this day and these times.

Because the Congress cannot be the negotiator in trade agree-
ments, because only the President, the executive branch—you, Mr.
Zoellick, you, Mr. Evans—are really doing the negotiating, we have
to be careful that, when we delegate and give instructions, if you
will, under the constitution to the President, it is done in a way
that the people of our country want us to. After all, we are rep-
resenting our constituents, the people in the country.

Now, I think it is true that the eyes of the world, and many of
the eyes of this country, are looking to see what the Congress is
going to do. I do not know if it is an entirely accurate statement
to imply that it is only the Congress. Mr. Zoellick, you said the
eyes of the world are on the Congress.

The truth of the matter is,the eyes of the world are really on
both the Congress and the President. It depends on what state-
ments the President makes in this regard. I might say, it is a bit
ambiguous, it is a bit unclear, as to where the President is with
respect to this issue.

I say that, because the President’s statement, the Declaration of
Principles, included language of open trade, “a strong commitment
to protecting the environment and improving labor standards.”

In the recent statements by the President that all those environ-
mentalists are just a bunch of isolationists, I have forgotten the
exact words, but just yesterday, a quote that they are protectionist
and isolationist.

He was not referring to all environmentalists, he said some. But,
still, he did not mention that some are not isolationist. He did not
mention that some are not protectionist. Some are—in fact, most—
are trying to do something that is right here. So, it is unclear.

Mr. Zoellick, you made some very good general statements, but
they have been pretty general. The White House, the President,
has made some statements that undermine, that seem to con-
tradict, the general statements.

So for us to proceed, it is very important for us to hear where
the President is and for us to know that the President is, in fact,
in a position and wants to negotiate, wants to compromise with the
Congress so that the Congress can pass this extraordinary delega-
tion in a way that reflects the views of the American people.

One other signal we get that is a little bit unclear is the Crane
bill. T do not know whether the administration supports the Crane
bill or does not support the Crane bill. That would be helpful for
this committee to know.
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In that bill, there is not one word that refers to labor issues and
environmental issues, not one word. That is a bill which failed to
pass the Congress by 45 votes a few years ago.

It just seems that it is important for this committee to know
where the administration is on that bill. I very much hope it does
not support the Crane bill. I very much hope that it sends a signal
that it wants to deal.

I would like the response of Secretary Evans on that point.
Where is the President? His public words are a little bit contrary
to your words, contrary to the Statement of Principles, contrary to
the statements by Ambassador Zoellick.

It would be very important for this committee to know where the
President is. I very much hope the President’s position is that he
wants to sit down at the table and work out a compromise on these
issues.

Secretary EVANS. Thank you, Mr. Chairman. I made reference in
my remarks to the importance of cooperation and consultation,
working with the Congress on this very important issue.

I understand the process and how it works, and that bills get in-
troduced, then they go to subcommittee for mark-up, then they go
to full committee for mark-up, then they go to the full floor. I am
assuming that there will be a bill introduced on the Senate side,
and it will go through committee.

As I have seen through the years, all through those steps there
is consultation, and there is discussion, and there are changes that
are made to try and bring together a consensus that everybody is
comfortable with, and will lead to ultimate passage of trade pro-
motion authority, in this case.

The President has been very consistent in terms of his desire for
trade promotion authority and free and open trade, because he un-
derstands the power of it around the world. He understands the
power of what free trade can mean for a better environment for the
world, for improving labor standards around the world.

So, the President has been very consistent when it comes to the
goals that he has with respect to the economy, but then specifically
the environment and labor.

Maybe his approach is a little different in how we get there, be-
cause he sees the power of what free and open trade can mean to
economic growth around the world, which means more jobs, which
means a higher standard of living, which means bringing people
the social freedoms and human freedoms that will demand im-
proved labor and environmental conditions for a long-lasting period
of time as opposed to maybe dictating to people.

So I think the end goals are all the same: we all are for pro-
tecting the environment, we are all for improving labor standards
around the world.

The CHAIRMAN. I appreciate that. My main point is, because it
is urgent, passing TPA, we are going to pass it much more quickly
the sooner the President indicates that he wants to deal on these
issues and speaks well of legitimate issues, does not disparage
them. If he speaks well of them, believe me, this committee is going
to operate much more quickly than otherwise might.

Senator Grassley?
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OPENING STATEMENT OF HON. CHARLES E. GRASSLEY, A U.S.
SENATOR FROM IOWA

Senator GRASSLEY. I am going to give my opening statement be-
cause I was voting when the time for opening statements of the
Chairman and Ranking Member took place. I am glad that we are
having this second day of hearings.

The very fact that we are having 2 days of hearings on trade pro-
motion authority make a very important point. That point is that
there is a bipartisan continuity of interests regarding United
States trade policy. Republicans and Democrats both know that we
have to work together so that America can only win when we are
negotiating down barriers to trade.

I strongly believe that we can develop bipartisan legislation to
renew the President’s trade promotion authority, and do it this
year. In fact, we must do it this year.

This legislation will be aimed at maintaining America’s construc-
tive leadership in the international trading regime. There is simply
no question that America’s vital leadership role in trade will be
just as important in this century as it was in the last century.

If we fail this challenge, if we lose the opportunity to grant the
President trade negotiating authority this year, I believe that the
process of opening global markets through global negotiations, and
this is a process that we have championed for over 50 years, may
be set back for years.

I already believe that there is some setting back because the
President previous, as well as this one, have not had this authority
for, now, the last 6 years.

If this all happens, this setback, the future prosperity of millions
of Americans and the future prosperity of many of this Nation’s
anosl‘g competitive businesses, as well as farmers, will be put in

oubt.

That is why 78 agricultural groups representing diverse agricul-
tural interests, such as corn growers, wheat growers, and tens of
thousands of farmers, recently sent a letter that you can see here
to President Bush endorsing his effort to renew trade promotion
authority.

As you can see, this is a very extensive and comprehensive list
of organizations that want the President to have this authority for
the demonstrated good that it has done over the last decades that
the President has exercised it.

Finally, I want to say a word to both Ambassador Zoellick and
to Secretary Evans. I want to publicly acknowledge President
Bush’s outstanding success in resolving two longstanding disputes
that are critically important trade issues.

I also want to publicly commend both of you for carrying out so
successfully President Bush’s most significant trade initiatives to
date. As you know, just a few days ago Ambassador Zoellick and
his team resolved, in Shanghai, a major outstanding bilateral trade
issue that was holding up China’s accession to the World Trade Or-
ganization.

The satisfactory resolution of the outstanding agricultural issues
relating to China’s WTO accession was extremely important to
America’s farmers, and to me personally as Ranking Member of
this committee. Ambassador Zoellick, you and President Bush real-
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1{1 came through for America’s farmers and I want them all to know
that.

This success came on the heels of your successful resolution of
the WTO banana dispute. We should have resolved this dispute a
long, long time ago. These lingering trade disputes are bad for ev-
eryone. They undermine confidence in the World Trade Organiza-
tion and complicate our efforts to pursue new, multilateral trade
initiatives.

Your ingenuity, persistence, and ability to work cooperatively
with Pascal Lamy, EU Trade Commissioner, has paid off. These
are very important accomplishments for a new administration that
has not even been in office 200 days.

They are also causes for hope. The greatest reason for hope, is
that I believe we have a President who is willing to expand the po-
li};cical capital to get these jobs done, including trade promotion au-
thority.

If the United States can successfully resolve complex and politi-
cally sensitive trade issues with both China and the European
Union in the first half of this year, then surely Republicans and
Democrats can come together for the good of our country in the sec-
ond half of this year.

The first question is for Secretary Evans. Many of us in the Sen-
ate believe that the International Labor Organization is the proper
forum in which to address labor issues, not the WTO. I believe the
International Labor Organization is the proper forum to address
these issues and strongly support the mission of the ILO.

This morning, we have heard assertions about the United States’
support for the International Labor Organization. The assertion
was that the United States has cut in half spending on the ILO
and international labor activities.

If you could, Secretary Evans, would you state if that is the case?

Secretary EVANS. First of all, Senator, from what I do know
about the ILO, I agree with you that we should be supportive of
their mission and their effort. It ought to be the leader in dealing
with labor issues around the world. I wish Secretary Chao was
here to give me the exact numbers.

But it is my understanding that what has happened, is from the
years 2000 to 2001 there was a substantial increase in dollar com-
mitment to the International Labor Organization.

What we proposed to do was take it back down to the same level
of commitment that we had in this country in the year 2000. I do
not know the exact number.

Ambassador, do you know the numbers?

Ambassador ZOELLICK. As Secretary Evans said, I am very glad
you raised this point because it has been used, and I think some-
what unfairly. In fiscal year 1998, the spending was $12.1 million.
In fiscal year 2000, it was $70 million. In FY 2001, it was $147.9
million.

Our fiscal year 2002 request is $71.6 million, so that puts it at
the fiscal year 2000 level. I will add that some of that reduction
was the end of a special, 2-year effort with AID dealing with some
basic education with child labor.

I will also add two other points. One, is I know some members
of the business community, including the Chamber of Commerce
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and the Committee on International Trade, have emphasized their
willingness to work on this issue.

I will just put a little bit of this in perspective. That $71.6 mil-
lion that we are giving to the ILO is over twice my budget.

Senator GRASSLEY. Thank you.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you.

Senator Graham?

Senator GRAHAM. Thank you, Mr. Chairman.

One of the parts of building this relationship between the Con-
gress and the administration is acts which develop a sense of com-
mon purpose.

I was pleased, during the administration of President Clinton
and now under President Bush, that the Department of Commerce
has been asked to play a role in coordinating the activities of the
executive branch in terms of implementing various trade agree-
ments, specifically today, the Caribbean Basin Initiative, which
was passed in 2000.

Secretary Evans, I wonder if you could review what your depart-
ment is going to see that that legislation achieves its intended pur-
poses, particularly the purpose of preparing the partnership of U.S.
textile and Caribbean assembly to meet the challenge which will
occur in 2005, when the multifiber agreement expires.

Secretary EVANS. Senator, I have not been briefed on that, and
I apologize for that. But I will get back to you on the specifics that
we are involved in to fully implement the agreement. I am sorry,
I just have not done that yet.

Senator GRAHAM. Ambassador Zoellick, you talked about the re-
lationship between the Congress and the administration. Looking
at the last fast track bill which was the one that expired in 1994,
what changes in that legislation would you recommend for a fast
track or TPA bill of 2001 in the specific area of Congressional con-
sultation?

Ambassador ZOELLICK. Well, in general, Senator, I would be
pretty pleased with that bill. I would be pretty pleased with the bill
that the Senate passed in 1997. I have had some opportunity to
look at the drafts that you and Senator Murkowski have been de-
veloping. They also strike me as very constructive.

Frankly, as I have tried to make the point in my written state-
ment, I think the core here is we need the authority to go ahead
and negotiate, globally, regionally, and bilaterally.

In terms of the processes, I do accord a high degree of respect,
as a number of you have mentioned, about what Congress needs.
I am very open to discussion about particular ways in which that
can be conducted, whether the procedures, as developed in the
past, needed to be executed better or whether we need additional
procedures.

My only concern, Senator, is that now and then I see some ideas
that are floated that look like they are giving you authority, but
with one hand they are giving you authority and with the other
hand they are taking it back. As we go through some of those spe-
cific points, that, I think I would have a caution on.
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But as a number of your colleagues have mentioned, I start out
with a fundamental respect for the constitution, and the constitu-
tional authority belongs with the Congress.

So I do believe that, while the constitution also gives the Presi-
dent authority in foreign affairs, that we have to try to be respon-
sive to your needs and interests in terms of the structure that
works for you.

Senator GRAHAM. On the issue of labor and the environment, I
share the opinion that has been expressed that the International
Labor Organization should be the primary international entity to
help develop standards for labor.

Within a trade agreement, the possibility exists of incorporating,
by reference, those standards that have been established by the
ILO, and also determining what are the appropriate means of en-
forcing those standards.

I understand that in some recent trade agreements between Can-
ada and Chile, they are using a form of fines as a means of enforce-
ment of labor and environmental standards.

I wonder if you could comment, Ambassador Zoellick, on the rela-
tionship of trade negotiations and international organizations such
as the ILO, and the use of trade agreements as a method of achiev-
ing enforcement of those standards.

Ambassador ZOELLICK. I would be pleased to. I think this, in a
Wa3(71, is a follow-up to the point that I think Chairman Baucus
made.

I think the starting point for us is to recognize that the best op-
portunity to improve environment and labor conditions around the
world is by improving growth and openness. We always have to
keep that in mind. If you look historically or look at countries, that
is what has been the key transforming force.

Frankly, the President said during the course of the campaign he
was open to other ideas on this, as long as they are not protec-
tionist.

Chairman, I was at his remarks where he made those points. He
was quite clear in the use of the word “some,” and makes the point
there are some out there—you know it, because you fought them—
that try to use these to try to stop arrangements.

I think all of us are aware there is strong anxiety abroad on
these issues. We have seen it in developing countries. The Presi-
dent often cites the conversation with the president of El Salvador,
he has been doing some pretty impressive things, and his worry
about whether this will be a new form of restraint.

So, frankly, Senator, what we have tried to urge is a broader
base of discussion on approaching these issues. I think the frus-
trating thing is to see that, as soon as environment and labor came
up they got connected with sanctions, so you automatically had dis-
incentives.

Frankly, we are trying to widen that universe a little bit and talk
about possibilities of incentives, talk about possibilities of aid. I
have had a number of meetings with people from the ILO about
how to try to strengthen its role. Frankly, we also try to hope we
can build some credibility on results here.

People talk about concerns of the labor movement. Well, we have
done some things, frankly, using the preferential trade agreements,
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like GSP and others, to make sure that there are protection of core
labor rights.

But in talking about American labor, there are members of this
committee that were pressing for eight years to do what the Presi-
dent decided to do for America’s steelworkers. I hope that counts
somewhat in terms of not just talking about processes, but talking
about doing things for laboring people in this country or abroad.

In terms of processes, we have initiated a review process for en-
vironmental reviews of all of our trade agreements. We have start-
ed them to practically draw in ideas from the environmental com-
munity about what we negotiate.

There are some win-win possibilities here, for example, on agri-
cultural subsidies in the EU which are not good for the environ-
ment. There are some fishing subsidies around the world. So, in a
number of our conversations with environmentalists, we have
looked at that as a joint possibility.

So I think, Senator, there is a rich range here. The real danger
would be if we just let this focus on the negative aspects or how
we block trade.

You mentioned the approach of fines. In the case of the Cana-
dian-Chilean agreement, that was a separate agreement, just as we
have a side agreement with NAFTA that has fines in some aspects
of sanctions.

But having dealt with international affairs for some 20 years
now, I will tell you the key message I take on this. If we are really
concerned about improving environment and labor standards in
these countries, it cannot be seen as imposed by the wealthy coun-
tries on them because they will resist it, and you will really plant
a seed that will never grow. It is better to build on the openness.

When I was in Chile, I met with labor groups and environmental
groups to try to encourage them and see what their interests are.
If we can open these societies, get growth, figure out ways to do
projects together, that is the long-range way in which we are really
going to be successful.

Frankly, that is some of our concern, Chairman, is that there are
some who we know honestly have that view, and we are willing
work with them. There are some that just want to stop. They have
come up with various reasons. You saw them in Seattle. That is a
group we have to stand firm against because they do not stand for
trade, and growth, and openness.

The CHAIRMAN. Senator Breaux?

Senator BREAUX. I do not want to belabor the point, because 1
think you made a fairly clear statement about this environment
and labor issues being associated with fast track authority.

I mean, is the position of the administration that you can ad-
dress, to some degree, labor and environment in the fast track au-
thority, or that you cannot deal with it at all?

Ambassador ZOELLICK. Well, Senator, if you go back and look at
some of these bills, there were various trade and labor objectives
in the 1988 and the 1997 bills. What gets into complications, are
some of the points that Senator Graham was mentioning in terms
of, if you bring back agreements, in what form and how is it re-
lated? When the President sent up his overall trade package on
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May 10, he noted a toolbox of things that could be related to trade
agreements and outside trade agreements.

So I think there is a wide range that we would be willing to work
with the Congress on. But the key point, is not to do anything that
actually sets us back in terms of trade and protectionism.

Senator BREAUX. I am glad to hear you say that. Again, I want
to get something that we can get adopted. That means that both
sides are going to have to give a little, because if both sides just
take the position that we have to have it this way or no way, we
will end up with nothing and I do not think anybody wants to do
that.

So I think the concept of the toolbox, whether it is fines, or sanc-
tions, or what have you, somehow being a part of the things that
you can utilize—do not have to, but can—would be very important
to get some type of an agreement.

Let me ask a couple of parochial things. I think we have hit the
big picture on trade very well. Senator Lincoln and I, I think, both
raised with you the situation with South Africa, the actions that
they took about 7 months ago on chicken parts which they say are
being dumped over there.

It is really interesting. They say chicken parts are being sold in
South Africa more cheaply than the price of the whole chicken, and
therefore that is a dumping activity. That sounds almost comical,
but the implications in trade are enormous around the world.

Can you comment on whether we plan to take action against
that?

Ambassador ZOELLICK. Well, again, I appreciate the opportunity
to have discussed this in the past. You are kind to say it is paro-
chial. Obviously, given the effect on the chicken industry beyond
South Africa, I think it is a bigger issue than that. Frankly, we
share your concern.

We discussed the possibility of a WTO case with the poultry in-
dustry, also with the industry lawyers, Department of Commerce,
some at the ITC as well.

This, as you suggest, relates to issues of cost methodology they
used. Frankly, I am very sympathetic to the points that you have
made.

Here are going to be the difficult parts that we can talk about,
I think, at greater length. The ITC will have interests in these cost
methodologies related to the United States as well.

In a sense, what you are now seeing here is the circle come-back.
It is one of the reasons why we are going to have to be very careful
on how we deal with antidumping laws, which I think we all share
the importance, because now other countries are starting to use
them against us, and the case that you cite is a good one.

You prompted me to just check on this. In 1995-1996, there were
383 antidumping cases around the world. Now, in 1999-2000, there
were 638, nearly double. If you look at the countries that are now
using these, they are a lot of the developing countries that do not
have the procedures, rules, and transparency we have.

So, the fine line that we are going to have to walk here is to
make sure we do not do anything that undermines our ability to
use these laws, but also make sure that, as others use them, they
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do not hurt our exporters. That is an issue that is related some-
what to this case at a technical level.

Senator BREAUX. Is there a time line? I think the industry, cor-
rectly, is concerned that if we continue to do nothing or to express
concern in some fashion, that other countries will be following suit
on this and it could have a real global implication.

Ambassador ZOELLICK. Personally, Senator, I am disposed to try
to take an action. I think the thing is, we have to talk with the
ITC and the Commerce lawyers about the overall context of our
antidumping laws. That is something we may want to talk about
a little bit more, too.

Senator BREAUX. All right. Since I have a couple of more min-
utes, I am going to ask another sort of parochial thing on the mo-
lasses problem which you are very familiar with, with sugar and
what the Canadians are doing by importing sugar from Brazil and
other countries, and putting it in a molasses form and exporting it
into this country. I know Senator Conrad feels very strongly about
this, and others. You are very familiar with it.

Can you tell me if the administration supports the position of the
previous administration and USDA with regard to that being some-
thing that is in contravention of our existing trade laws?

Ambassador ZOELLICK. We share your view on the issue. I made
the point to the Canadians, as you probably know, there was a
changed Customs classification, and obviously we support that clas-
sification. That was challenged in court.

My understanding is, there is still a ruling left in the Federal
Circuit about whether the changed classification that would accom-
plish what we want to accomplish will be upheld. It was not upheld
at the lower level, my recollection was.

Senator BREAUX. Have you decided whether you all would sup-
port what we tried to do legislatively?

Ambassador ZOELLICK. On that, what we need to talk with you
about, Senator, is if we go that route and the case goes against
us—and that is a key point here—then we will be required to offer
compensation. We would have to talk with you about making sure
the legislation had that possibility.

Frankly, before I give something up, I would rather see if we
could win it in court and see if we can get additional progress with
the Canadians. If we cannot, we need to talk about your route, but
we need to get the compensation.

Senator BREAUX. All right. I appreciate it. Thank you very much.
Thank you, Mr. Secretary, too. I was hitting all my questions at
him.

Secretary EVANS. Not a problem. Thank you, Senator. Appreciate
it.

The CHAIRMAN. Senator Gramm, you are next. I apologize, I
overlooked you last time.

Senator GRAMM. I was going to point it out if you did it again,
Mr. Chairman. But I appreciate it. Thank you.

The CHAIRMAN. I knew you were vigilant.

Senator GRAMM. Mr. Chairman, first of all, let me say, with all
due respect, I have got to disagree with you on two things.



86

First of all, if anybody in the world has ever been clear on any-
thing, George Bush has been clear on trade, free trade, and trade
promotion. I think the President’s position is totally clear.

I also think, if anybody has been flexible, that the administration
has been flexible, especially in terms of being willing to consider
the extraordinary expansion of normal trade relations procedures
to environmental and labor provisions, within limits.

Second, let me also say that your proposal in your opening state-
ment about making so-called fast track agreements subject to nor-
mal debate requiring cloture, that is not fast track, that is derail.

Finally, I cannot imagine that this committee would ever give up
its trade authority to some newly-created Congressional Trade Of-
fice. So, let me say where I think a compromise can be found.

It comes as a surprise to nobody that I do not believe that we
ought to have extraneous matters in the bills related to trade. I
think they ought to be very narrowly defined.

I understand the political necessity of some of our colleagues to
have something related to the environment and something related
to labor, even though I support trade because it promotes both of
those things.

But I think where we have got to set limits, is that we cannot
set up a procedure where a President, in trade negotiations, is
writing domestic law. Clearly, no one ever contemplated that.

There has to be some procedure, and perhaps something that
could accommodate part of what you are saying is if the trade
agreement does write domestic law in non-trade areas, maybe that
part of it should not be subject to fast track.

Second, if we are going to write labor and environmental provi-
sions into trade laws, we have got to understand they apply to us
as well as to our potential trading partner.

Not only is that an impediment to getting trade agreements, as
everyone knows, but then are we going to empower an inter-
national dispute resolution mechanism to decide whether Congress,
through its constitutional, legislative action, is not abiding by a
trade agreement?

Are we going to subject American taxpayers or American con-
sumers to penalties imposed by some international tribunal or dis-
pute resolution mechanism based on their interpretation of what
we are doing in terms of our labor, environmental, or any other leg-
islative activity that is not narrowly defined as trade?

I would simply submit that I do not believe America is ready to
turn over enforcement of domestic law in non-trade areas to inter-
national dispute resolution mechanisms or international tribunals.
I do not believe that that will float. I think that that is something
that we should be able to find common ground on.

Second, as much confidence as I have in this President, I would
have to say, in listening to Ambassador Zoellick talk about the im-
portation of molasses, it made me long for the Clinton Administra-
tion. At least they were willing to stand up against raw, rotten pro-
tectionism.

Having said that and feeling better about it—[Laughter.]

Senator GRAMM [continuing]. Let me say that I am not willing
to give any President the ability to write domestic law in non-trade
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aﬁ?as in a trade agreement that is not debatable and not amend-
able.

So, we can deal with it in two ways. One, if we want labor and
environmental standards in the bills that are domestic law, I think
they ought to be treated differently. Maybe your proposal might be
the way to do it.

Second, I do not think we want agreements where we are letting
some world body make a decision that overrides the U.S. Congress
on non-trade areas, and I think there would be a consensus on it.

So, we could either write the agreements so we preserve our sov-
ereignty, so that enforcement is something that the Nation does,
not some international dispute resolution, and where we have got
some special mechanism, point of order, or like a Byrd rule on a
reconciliation, where we have got something so that if domestic law
is being written in a non-trade area, it has a different set of rules.

Or, finally, just write into fast track the principles that are for
labor and environment that do not write domestic law and that do
not have international enforcement, and I think we might agree to
that. But I think, if you go much outside those areas, you are going
to have a very hard time.

The CHAIRMAN. Thank you, Senator.

Senator Rockefeller?

Senator ROCKEFELLER. Thank you, Mr. Chairman.

I just want to go back to what I originally said in my opening
statement, because I did not feel that I got an answer.

I do not want you to draw any conclusions from these questions,
but I do want to get answers to them, and that is about the compel-
ling, absolute need for fast track.

I mean, the WTO round can certainly be launched without it.
Jordan is done without it, will pass without it. Chile will pass with-
out it. Bob Graham and I are discussing an Andean thing which
is more GSP than fast track, but the bill is written and it will pass
without it. Singapore will pass, I think, without it.

Then you have FTAA. I think that is ready to go, and whether
it passes or not, it still will not be a matter of fast track.

So, I would like to get—and you referenced it briefly, Mr. Sec-
retary, in one sentence, which I could not quite digest properly to
get an answer—the need, the compelling need for fast track when
so much is being done without it. I understand the business about
our standing in the world. You made reference to two of a hundred
and something, et cetera.

Secretary EVANS. Right.

Senator ROCKEFELLER. But make the case again why it seems to
be so important.

Secretary EVANS. Senator, I think in large part it is about jobs
in America. I think it is about our economy. When I have business
people from all over America come and talk to me about their fu-
ture, their growth, and where their markets are, and the impor-
tance of opening up those markets, I listen and it gets my atten-
tion.

Look at the technology industry. A third of our growth in the last
5 years has come from technology. When those leaders come and
talk to me and say that our future growth is outside the borders
of the United States—certainly there is some here in the United
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States, but they look to markets outside the United States—to con-
tinue the growth that they have experienced over the last 5 to 10
years.

What those leaders need to know, and what these financial mar-
kets need to know, and what our economy needs to know, is Amer-
ica is going to lead on this issue. We are going to lead when it
comes to free trade.

The whole world needs to know that, and our financial markets
both here in America as well as world financial markets need to
know that. Markets need to have a certainty as to this imperative
that we are going to open up trade around the world and America
is going to lead.

The way decisions are made, is markets are forward-looking,
they are forward-thinking. If we send a signal to markets that, yes,
we are going to lead on opening up trade around the world, then
our financial markets are going to open up and our economy will
make decisions to get ready for that.

If we continue to send mixed signals, we may lead, we might not
lead, we might follow, we are kind of going to be at the table but
we will not have real negotiating authority, there is not a lot of cer-
tainty in that.

If there is one thing that this economy needs and industries
need, it is certainty. It needs the one other thing that I talked
about, leadership. I agree with Senator Graham when he said, ear-
lier, time is not on our side.

We see what is going on in the world and markets in other coun-
tries are entering into trade agreements. If you look at the surplus
we had in just our technology industry 10 years ago and look at
it today, it is shrinking. One of the reasons it is shrinking is be-
cause we are allowing other countries in other parts of the world
to grab our market share.

So, to me it is imperative for America to lead on this issue, and
our economy needs the certainty that we are going to lead on this
issue so that our industries can get prepared for that and continue
to think about that. To me, what that means is more jobs for Amer-
icans, and higher-paying jobs.

So to me, at the end of the day what it gets back to is continuing
economic growth in this country, continuing to increase the number
of jobs in this country, increasing our standard of living in this
country, and increasing the quality of life for everybody.

But I do not think I can put enough emphasis on the fact that
our markets and our businesses are really watching. Are we going
to lead on this issue? To me, the only way we can really show we
are going to lead on it is giving the President the authority that
he needs to negotiate trade agreements.
lkSenator ROCKEFELLER. A quick, one-line response, if you would
ike.

Secretary EVANS. Sure.

Senator ROCKEFELLER. What have we lost over the past 7 years
by not having it?

Secretary EVANS. I am going to defer to Ambassador Zoellick, but
let me say that in the last number of years there are 130 other
preferential trade agreements in the world that we are not a party
to.
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I will give you one example: selling a tractor to Chile. If we man-
ufacture that tractor here in America, the tariff is $25,000. If we
manufacture the tractor in Brazil with one of our American plants,
the tariff is $15,000.

If Canada manufactures the tractor, the tariff is zero. The reason
it is zero, is because Canada has entered into a trade agreement
with Chile. So would it have moved quicker? I do not know. That
is one example.

I am sure Ambassador Zoellick would like to respond.

Ambassador ZOELLICK. If T could just ask the Chair’s indulgence,
as a negotiator, to give you a sense of this. First, Senator, I think
it is important to distinguish different things the Congress has
done in the trade area.

So, for example, the preference agreements, like the Andean
trade preference, the GSP, the Caribbean, the African, all very use-
ful, are one way. We grant preferences, we are not negotiating. It
is because they are developing countries.

So the Congress, by statute, has said, you can do this if countries
meet various standards, but it is not a two-way negotiation.

The China NTR was, again, China agreeing to a whole set of
steps to open up, and in return, the action of the United States was
to agree that they could come into the WTO and take action on the
annual NTR review. So, we did not change our markets in any-
thing.

That is the key part here. Once we start to get into two-way
agreements where we give and they give, then you get into the
problems you would run into in negotiation if you do not have a
united front.

You mentioned Jordan. Jordan is a foreign policy and national
security agreement, and we all know it. The amount of trade we
have with Jordan is minuscule. There are some good things there
in terms of setting patterns for others in the region, but it is not
going to fundamentally affect economic interests in this country.

The CHAIRMAN. Then why do we not just pass it?

Ambassador ZOELLICK. I support it, and so does the President.

y The CHAIRMAN. The administration supports it as is? Just so I
now.

Ambassador ZOELLICK. We have supported the overall agree-
ment. If I could answer this question, then I will come to yours,
Chairman. I would be pleased to. But I think this is an important
one.

When it comes back time to negotiating leverage, once we strike
a deal, it is absolutely critical, if you are sitting across from some-
one at the table, that they know it will be taken as a deal. That
does not mean that the U.S. Congress will necessarily accept it;
you have the up or down vote.

But you could understand as a negotiator, if they are sitting on
the other side and they are being asked to deal with something
that is very politically sensitive, something very difficult on their
side, we are trying to get to that real core bottom line and they
think the whole process is open to amendment and unraveling
here, we are not going to get to that core bottom line.

You asked what effect it had. I do believe this also affected Se-
attle. Seattle, in my view, is a debacle. If we do not reverse it, this
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country and the international trading system is going to be in seri-
ous trouble.

You asked whether we need it for Doha. I do not know for sure,
but a lot of countries that I am going to be pressing to say we have
to go forward are going to ask me, do you have your country behind
you in going forward?

FTAA was launched by President Clinton in 1994. It really was
not going much of anywhere until we pushed it back again. Frank-
ly, on all these issues the reason why I emphasized that the time
is now, is if we cannot work this out together and get a sense of
the Congress and the executive branch working together, we are
going to lose this momentum that we have started to generate.

I will give you one last example from a sector you know well,
union negotiations. When union contracts are made, it comes back
to the membership for an up or down vote. They do not allow an
amendment on this pension plan, or on this aspect of wages, or
these hours. It is seen as a unified package.

The key part on that is, when we are dealing with big agree-
ments, it is a question of the national interest. We all know that
there are various points of view that have to be represented. At the
end of the day, the package has to represent the national interest.

So, I know this topic comes up and I am really pleased that you
asked the question. As a negotiator on the front line, these are the
questions that I get and I do worry if we do not have this author-
ity. Thank you.

Senator ROCKEFELLER. Thank you, gentlemen.

The CHAIRMAN. Senator Snowe?

Senator SNOWE. Thank you, Mr. Chairman. I want to welcome
both of our witnesses here today. Obviously this is a complex and
multi-faceted issue.

Obviously, we have to reconcile some of the differences as well
as, I think, acknowledging some of the realities that now exist with
respect to our trade agreements, and even some of the barriers that
continue to persist with other countries, countries that have re-
fused to open up their markets.

I know my State of Maine has been the victim of a significant
loss of manufacturing industries and jobs as imports displace them
and because other countries refuse to open up their markets. But
we are where we are today.

The question is, what kind of consensus can evolve so that we
can perhaps proceed to grant the President the authority that he
needs to negotiate agreements?

Obviously, there is a strong feeling in this country about the
standards of labor and environment. What can we do to bring
about that cooperation with other countries?

Now, I know the President has made in his announcement a se-
ries, a toolbox, of actions. I would be interested in hearing from
both of you this morning as to how you think that could help, in
combination with trade negotiations, that would encourage change
in the countries with whom we will try to seek trade agreements.
Many of these actions, as I understand, are based on elements of
current U.S. trade laws, such as the generalized system of pref-
erences.
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Now, they lack enforcement mechanisms, obviously. So how do
you think the President’s suggested actions, within this toolbox,
will be helpful?

Ambassador ZOELLICK. Well, Senator, I think you hit the nail
right on the head. What we are trying to do with the toolbox is to
take this controversial and sensitive topic of environment and labor
and say, let us look at an agenda of things that can be used.

Some of them are in law now, some of them we are suggesting
there could be adaptations. For example, last year the Congress
added to these preferential trade agreements some child labor
standards, which obviously are important, we support.

In fact, I have already used these in a GSP review with countries
to try to improve their use of the core labor standards. So part of
it is implementation, part of it is how those laws are used more
generally.

There has been discussion of how we could strengthen the ILO.
The ILO, at present, has a certain role in terms of developing these
core labor standards, trying to get other countries to put them in
their domestic legislation, as many members here have mentioned.
In many cases they have done so, and now it is a question of en-
forcement.

So to give you an example, in the case of Cambodia, and also in
Guatemala, we worked to have the ILO send a team to actually
help them in terms of the implementation. This goes to the point
that I was trying to make before about, let us try to get some re-
sults on the ground in these areas.

The environmental one is an interesting one because it actually
cuts across some of the lines you heard here about sovereignty. As
Senator Gramm would point out, one of his strong concerns, and
our strong concerns, is protecting America’s sovereignty in terms of
its laws in environment and labor areas.

But, interestingly enough, a number of environmental groups are
also sensitive to the fact that they do not want the WTO inter-
fering with their international environmental agreements.

We were just very pleased to win a case that dealt with this with
domestic law dealing with sea turtles and the effect on shrimp, and
there is another one dealing with tuna and dolphin. So, there is a
range of things that can include incentives.

Our aid programs can support this. I talked to Jim Wolfenson of
the World Bank of ways in which they can include some of their
financial support in these efforts for both core labor standards and
the environment.

If we went through that whole list, our point was, these are ex-
amples of ideas that may or may not be formally with trade agree-
ments. They may be associated with them at a similar time to try
to deal with real problems.

We mentioned in there debt-for-nature swaps. Back in the 1980’s,
Secretary Baker and I were able to put forward this innovation to
be able to not only reduce debt in other countries, but get the
money devoted to the environment. That is not part of anybody’s
trade agreement. But when I was down in Chile, I was struck with
the progress that it had made.

So, we are partly trying to say, let us broaden the discussion
here. Congress can best decide how it wants to relate that to any
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grant of authority that it is fit to give. But let us not rush to just
the negative, and how do we stop trade, because I think all of us
in our heart realize that, if you stop trade, it is not going to help
the environment or labor.

Senator SNOWE. I think what we need to know, is where we have
been effective in the past when we have granted fast track author-
ity to a President on some of these issues. I think the feeling is
that progress has not been made, or at least in a substantial way.

I agree that we cannot dictate to other countries and you have
to work with them, but on the other hand, at what point do you
make a decision that clearly the status quo has not been working
and has not been effective?

I mean, could there be the use of fines, for example, other ways
in which to bring about some of the changes so that it levels the
playing field for our companies and for our workers here in Amer-
ica vis-a-vis other countries that obviously do not adopt the same
high standards?

Ambassador ZOELLICK. Just further on that point, we do have
some examples in our own experience with the NAFTA side agree-
ments that did have fines. As others mentioned here, there is the
Chilean-Canadian agreement with fines.

But I would just hesitate to mention this. People easily say, well,
other things have not worked. Actually, if you look at what has
happened in terms of environment and labor conditions around the
world over the past 10 or 20 years with the opening up, there is
significant improvement in countries.

Now, it is not up to our level yet, but I really think we should
not lose sight that the combination of openness and growth in some
of these tools has made a difference.

That is not saying that it necessarily is enough, but we also
should not ignore that some of these things, I think, have worked
and we need to just keep using them as countries grow.

Senator SNOWE. I think it would be helpful to have that docu-
mentation, frankly, of some good examples of where it has worked.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you very much, Senator.

Senator Lincoln?

Senator LINCOLN. Thank you, Mr. Chairman.

I would echo the words of Senator Snowe, that it would be help-
ful to have documentation of those productive areas where we could
reflect on them.

Thank you, Secretary Evans and Ambassador Zoellick, for shar-
ing your wisdom and experience with us here today. You have both
made the point that the time to act is now, lest we fall behind and
lose our leadership role. I wholeheartedly agree.

I have had the pleasure and good fortune to be working with my
colleague Senator Graham from Florida, and some other new
Democratic colleagues, to outline a plan that I think encompasses
the essential ingredients of a realistic and pragmatic approach.

We appreciate, Ambassador Zoellick, your involvement and wis-
dom and coaching on some of that, in many ways. We appreciate,
at least, your input.
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But this is an approach that I think can garner bipartisan sup-
port and an approach by which we can give to you and the admin-
istration the trade promotion authority that you need.

I have supported this plan and continued to work with my col-
leagues on it in the extension of TPA because it is the right thing
to do, not only for the farmers, for the industries, as well as the
workers in my State, and I think across our Nation.

But for freer trade to serve the lofty goals that we have envi-
sioned in these principles and that we have talked about in this
hearing, it must also be fair trade. That is simple to say, often-
times difficult to implement, and I think it important for us to set
the guidelines for ourselves.

Just two quick, specific questions, if I may. One, is a problem
that, Ambassador Zoellick, I know you are aware of—we have
talked about it many times—from the standpoint of my catfish
farmers in Arkansas, what they are dealing with.

It is the import of the mislabeled fish from Vietnam. You have
been gracious in listening to my questions and comments. You have
replied in many ways. These fish are imported with misleading la-
bels and in packaging that is designed to look like catfish, farm-
raised and grown in the United States. This is a problem that we
really need to resolve.

I understand, to the extent that the Vietnam agreement has al-
ready gone to, but would really like to hear from you what you will
do to help our catfish growers deal with this problem with Viet-
nam, and what you will do to ensure that we do not encounter
these similar types of problems in the future, not only to the effect
of what we have done in the past, but what we really intend to do
in the future, with trading partners in Latin America, perhaps.

The second question, Senator Breaux touched on. I did not want
to waste your time trying to call you about it. I knew you were
going to be here today, so I would certainly bring up my concern
that our farmers are facing with all kinds of trade barriers, but
particularly our chicken exporters that are fighting an anti-
dumping action in South Africa.

I am so sorry that I was excused for a moment when Senator
Breaux asked that question, and I would just certainly like to have
you response.

The South African government, in our opinion, is abusing WTO
Article 6 to assess the unfair duties and we are just anxious to
hear your perspective on whether or not we will see the U.S. insti-
tute a challenge before the WTO on behalf of our chicken industries
and exporters.

Ambassador ZOELLICK. Well, thank you, Senator, both for your
words of support, which I appreciate, and your efforts. I am always
delighted to work with you on issues big and small.

On the catfish, let me mention, again, I want to compliment your
leading role on this. You are not the only person, obviously, but you
have been, I think, the strongest in terms of bring it to my atten-
tion.

I have done a couple of things. One, is I raised this with Minister
Luqua when I met him at the APEC meeting and said that this
was a problem, it was a problem with a number of people in the
Congress, and I urged him to work with us to try to see how we
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could best resolve it. I also asked our embassy to see what they
could track.

As you may know, we have also worked with the FDA an they
have issued an alert on the labeling issue. As you have properly
pointed out, some of the fish that is coming in is not catfish and,
therefore, the FDA has taken this step to make sure that there is
proper labeling, and we can work with them to make sure that is
implemented and enforced.

I know we have also talked with the industry a little bit about
safety standards, and the industry has done some of their own test-
ing on that. We would be pleased to work with them on that ele-
ment.

Beyond that, we have talked with the industry about other alter-
natives, depending on the progress. I have learned that this is an
industry that has had some substantial growth, about 15 percent
a year, and it came down a little bit last year.

So, obviously, it is a growing market. I think the Vietnamese
share is now about 2 percent, but there is some sense it might have
affected price. So, my suggestion is that we hone in, particularly
on the implementation on this labeling issue, so it is not affecting
the U.S. catfish, if it is a different product.

Then I am pleased to work with you and your colleagues as we
go through this process. As I mentioned, I did alert my Vietnamese
counterpart about it.

On the issue of South African poultry, frankly, I share your con-
cern. I talked about it in the context of how I know the poultry in-
dustry is actually trying to desegregate the product, sells the white
meat or the breasts here, then it sells the other products out. This
goes to a question of the cost calculations done within the anti-
dumping suit in South Africa.

I am sympathetic to your judgment that this was not a proper
ruling. In terms of taking it to the WTO, what I mentioned to Sen-
ator Breaux is that we have to work closely with the people at
Commerce and the ITC because some of these cost calculation
methods are used more broadly, and there are defensive issues
here with the United States on other matters.

So, what I would be pleased to talk with you about after working
out with the various lawyers here, is that, frankly, I have a lean
towards going forward on this, but I think we all need to know how
we go forward has effects on other things.

Senator LINCOLN. Absolutely. I appreciate very much your will-
ingness to work with us on both of these issues. I would just say
to the last issue, one of our other big concerns in regard to that
is the precedent that it sets with other nations.

Those other nations have indicated that if we do not take action,
or if we do not at least stand up in some regard to what is hap-
pening in South Africa, that they intend to take the same action.
We would certainly hate for it to get blown out of proportion, I
think, with other nations in an industry that is very important to
us.

To the aquaculture industry, and agriculture, it is an unbeliev-
able opportunity for this Nation in terms of job creation and in ex-
ports. So, I appreciate your recognition of that. Thank you very
much for your hard work.
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Thanks, Mr. Chairman.

The CHAIRMAN. Thank you very much, Senator.

Senator Murkowski?

Senator MURKOWSKI. I want to compliment both of you on your
presence here. I think you have identified pretty much for the
panel and many Americans who are watching the necessity of hav-
ing trade promotion authority at this time. There are a lot of folks
that have said there is no urgency; some of that has been expressed
here today. Some say the trading system is working pretty well
right now.

I think your explanation, Mr. Secretary, on the tractors, speaks
for itself. There are numerous duplications of that and, unless we
address this matter with trade legislation, that is going to con-
tinue. It is not in the best interests of the United States or United
States jobs.

I think you heard from Phil Gramm pretty much an expression,
and I would join with him, that Congress should retain control over
America’s participation in the global trading system, certainly.
Your comments relative to Seattle, I think, deserve some examina-
tion.

Some suggest that the debate out there on trade has changed,
the mentality, and we perhaps need to respond to that. On the
other hand, if you look at what happened out there, it was hardly
a debate. You do not debate with gas masks or molotov cocktails.
That was almost a riot.

I think we would all agree, the reality is that the global trading
system probably cannot handle another Seattle, and we have to
make sure that we have a definitive policy. I think you gentlemen
represent that, and the administration obviously is directed in that
vein.

But we do have an assault on the global trading system, no ques-
tion about that. The surest way to ensure that it fails, is for the
United States to simply stay on the sidelines or have less than a
leadership role. I think what we have here is a willingness and a
commitment to exert that leadership.

You cannot do it, as evidenced by your testimony, without trade
promotion authority because you simply cannot take the leadership
without it. So, I think that is basically the justification for the Fi-
nance Committee to resolve this, and other legitimate issues that
we could debate, and I hope which would clarify some of the con-
cern over the issues that divide us on trade promotion authority.

I think we can all agree that trade promotes economic growth,
promotes jobs. But I would like to suggest that we can also agree
on means to address the unintended consequences of that growth.

As you have indicated, Ambassador Zoellick, Senator Graham
and I, have been working with a number of colleagues on both
sides to reach a bipartisan TPA bill. I want to commend Senator
Graham for his contribution in that regard, and our professional
staffs that have worked together on this.

We believe that this approach will promote meaningful new trade
agreements that are workable for you gentlemen, but will not allow
trade to be used as an excuse to downgrade social standards in
other countries. Certainly, trade is not a partisan issue. Trade is
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an issue reflecting American leadership. opportunities, and Amer-
ican values.

But to give you just an example of the other side of the coin rel-
ative to some of the problems we could get into, as part chairman
of the Energy and Natural Resources Committee we have oversight
on the trust territories.

The Virgin Islands fall into that category. We had a situation in
April, where I met with Charles Turnbull, Governor of the U.S.
Virgin Islands. He was very concerned about an action taken by
the previous administration where, by executive order, there were
about 12,700 acres set aside from the Virgin Islands National Park,
for the creation of a national monument, and expanded the area of
Buck Island National Monument by about 18,000 acres. There was
no consultation with the Governor of the Virgin Islands or the dele-
gate, Donna Christensen. It was just an executive action.

In the process of creating and expanding this monument, the
consequence was the elimination of the commercial fishing industry
for the territory of the Virgin Islands. The impact of that, the one
that the Governor was faced with, was here we have a situation
where American citizens, really, do not have a voice.

In light of this, it is difficult for me to understand what other na-
tions must be thinking about when they hear the United States
would unilaterally insist upon placing labor or environmental poli-
cies and standards on a negotiating table in order to reach a trade
agreement.

I do not know if either of you have any comments, but that is
a factual reality. Here is the Governor of a small territory, faced
with a dilemma that happened overnight without his participation
or accord. That is the kind of exposure that we potentially could
see if, indeed, we mandated environmental mandates in trade
agreements, as an example.

Any comments?

Ambassador ZOELLICK. I think you are exactly right, Senator.
From talking with people around the world, the real anxiety out
there is that a lot of countries are finally moving to market sys-
tems, they are moving to democracies, they are fragile, they need
growth.

They want to have access to the international system. We are fi-
nally getting them off aid, we are getting them into trade. Then
they look at us and we say, well, now if we trade you have to have
this, that, or the other thing that goes beyond.

The truth is, these countries want to have better environmental
and labor conditions. They want to make life better for their own
people. I sincerely worry that, if we approach this in an adversarial
fc‘ontext, we are trying to force this down their throat, it will back-
ire.

That goes back to my point to Senator Snowe. There are a whole
set of opportunities which you and others are exploring here in
terms of ways we can promote standards, living conditions, envi-
ronmental conditions in a more cooperative fashion. I just think
that is going to be much more successful.

But I will tell you, with a lot of countries, particularly if we get
to any bigger agreement, they will just say no and they will go
ahead with others that do not require this.
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Senator MURKOWSKI. In conclusion, let me remind you, relative
to catfish, we have an awful lot of salmon in Alaska. Our salmon
are all wild. There is an awful lot of farmed salmon taking place
all over the world. We think there is a distinction between wild and
farm-raised salmon, and we think it should be marketed as such.

But we are having great difficulty because those countries that
foster farm salmon do not want us to try and distinguish between
our wild salmon, which of course is fresh, and only seasonal. I just
wanted to make sure you recognized that in your negotiations.
Farm salmon is not nearly as good as the wild salmon.

Ambassador ZOELLICK. Sometime if I have a chance to go out and
look at the wild salmon closely, I might have a better sense of the
nature of it. [Laughter.]

Senator MURKOWSKI. When would you like to go? [Laughter.]

Ambassador ZOELLICK. I am already committed to Iowa in Au-
gust with Senator Grassley.

Senator MURKOWSKI. All right. Well, I do not know what Iowa
is going to do for salmon. [Laughter.] They are pretty heavy on eth-
anol right now.

The CHAIRMAN. Thank you. Thank you very much, Senator.

Senator Torricelli?

Senator TORRICELLI. Thank you, Mr. Chairman.

After we have discussed catfish and salmon, there is only one
logical subject to follow, and that is jet engines in New Jersey.

Senator MURKOWSKI. There you go.

Senator TORRICELLI. I have generally been supportive of inter-
national trade accords. I certainly have an open mind now on giv-
ing this authority.

But you can imagine, if you represent a State with a major com-
pany that goes abroad and seeks fairness in a merger or an acqui-
sition, to have the trade laws of a foreign entity used for obvious
political or competitive purposes, it does not give one confidence to
continue with this regime. I am speaking, of course, of Honeywell
and General Electric.

The opposition of the European Commission is irrational, it has
no basis in fact or law, and it is going to have repercussions.

The three principal customers that would be affected by a Honey-
well and General Electric combination are Boeing, Airbus, and
probably the U.S. Government.

Boeing and Airbus have already made clear they have no opposi-
tion to this combination. President Bush made it very clear, not
only does he not have opposition, he is supportive of it for the U.S.
Government.

This is a combination that makes sense. It saves money, it adds
efficiency, it helps the research base. I have not seen any basis in
law to resist this combination.

Now, if, indeed, there are some ancillary matters where a com-
bination of the company causes some divestiture, that is under-
standable. Indeed, the Canadian government and the U.S. Govern-
ment, having looked at this, there are some recommendations. I
would understand if the Europeans had some recommendations.

But their position goes far beyond asking for some ancillary
change of the relationship to enhance competition. They, indeed,
would force Honeywell to divest itself, and General Electric, of
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major competitive components of the company and abandon major
industries. It is not fair and it is not right.

I was heartened by President Bush raising this issue when he
was in Europe. But now the question is, where do we go from here,
particularly with the Europeans, who are important trading part-
ners? In the laws of the United States one does not mention ret-
ributilon easily or lightly. That is not a path any of us wants to
travel.

But if, indeed, these laws are going to be misused and the bar
is going to be raised so high, then I will tell you, clearly, if this
is to happen to a company based in New Jersey, as Honeywell is
with many of its operations, and General Electric in our neighbor
of Connecticut, I will tell you, we are lying in wait. There will be
a moment when European companies are going to arrive on this
shore and ask for the same consideration.

I believe in these fair trade laws. I believe in this expansion. But
none of us can be idle if major American industries are going to
be abused in this fashion. This should take place.

Now, the question is, how do you come to the Senate and ask us
to give authority for further trade liberalization if the interests of
our companies cannot be defended under the current regime? That
is the general question. Here is the specific question. Now that
President Bush has spoken, there is no apparent change in the Eu-
ropeans. What are we going to do next?

Secretary EVANS. Senator, let me start with GE and Honeywell.
Let me start from the position of that merger, and the possibility
of that merger, and the impact it would have on trade around the
world, and the importance of a transaction like that going forward.

I believe, as we continue to open up this world to trade, bringing
efficiencies to corporations is very, very important in a global mar-
ket. Certainly that combination of GE and Honeywell would pro-
vide some greater efficiencies, which would deliver lower-cost goods
and services to people all over the world.

I also spoke in support of the merger when I was in Europe last
week. I think it is the right thing. I think it would be important
for it to go forward.

But in the overall context of trade, and you think about the im-
pact that it is having on the world in terms of spreading democracy
and continuing to improve economic growth and quality of life all
around the world, I think we have to be careful not to overreact.
I think it sends a disturbing signal. It is something that, if it does
not go forward, we are going to have to step back and understand
why it did not go forward, why the big disparity.

We looked at it and said, divest yourself of $200 million worth
of assets. They looked at it and said, $5 billion worth of assets. I
have to agree with you, I do not see the relationship there at all.

So, it is very troubling that we would look at it, and, quite frank-
ly, other countries in the world would look at it, including Canada,
and be comfortable with the U.S. position. The European Commis-
sion figure was 25 times what we said should be divested. So, that
is very, very troubling, and something that I think we need to step
back and take a look at.

But as I look at the total picture of trade that goes on around
the world and look at these disputes relative to the total trade that
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we see in the world, I say we do not want to overreact to this and
say, because this agreement was not made, that means we do not
want to lead the world in trade, we do not want to push ahead with
trade promotion authority.

As 1 see it, the benefits that we will enjoy in this world from con-
tinuing to expand trade and liberalizing trade far outweigh what
I think is a very disturbing situation here that needs to be ad-
dressed, and we need to look at it, and we need to sit down and
talk.

Why are we so far apart? Why would the EC say, Honeywell, you
need to divest yourself of $5 billion worth of assets and we in
America say $200 million? So is it disturbing? Yes, it is. Do I think
it should go forward? Absolutely, I do. But do I think it rises to the
level of saying that we should not move forward with trade liberal-
ization around the world? No, I do not.

Senator TORRICELLI. Mr. Chairman, if I could just follow up.

I have not reached that conclusion, either. I am only telling you
that it would be natural to look with suspicion upon further liberal-
ization if we feel that our companies and our people are not treated
fairly. I have that suspicion, not a conclusion, not an opposition.
Justice has created doubt.

This is not an ancillary American industry. Its aerospace and
power generation systems are central to our industrial economy.
This combination would add efficiencies of $3 billion to an impor-
tant competitive American export industry. This is not a matter
that can simply be forgotten, then we move on to the next issue.
I am simply requesting the administration insist on its position
and maintain the President’s, and your own, current views.

Ambassador ZOELLICK. Senator, can I just add a thought on this?
Since this is an ongoing deal, I am going to approach this with a
little sensitivity. As you well know, there are different degrees of
interest in the deal at this point. But I think one distinction I
would wish to draw, is that these deal with the competition laws
as opposed to the trade laws.

As you know, our predecessors in the Clinton Administration ac-
tually were able to work out some pretty good arrangements with
the EU on a lot of these competition laws.

Now, this is one where, frankly, as you pointed out, our antitrust
authority is coming to a very different conclusion. My own sense,
is that the European theologians on this are relying on some old
concepts that most of the people in our economics profession have
given up a long time ago, and it goes to this core issue of the com-
petition versus the customers, and how do you try to create an
overall improvement in the marketplace.

I think the bottom-line answer for us at this point, is how can
we be most effective on this topic? It pushes me in the direction,
frankly, of saying we are going to need more contact with their
competition authorities, whether it be related to the trade system
or others, to point out the risks and dangers of this, and also the
effects. We have pointed out to the Europeans the exact point that
you made in terms of, whatever category it is in, it has that harm-
ful effect.

But the last point, I would just say, is I think if you talk to the
companies involved and you ask them the question about the over-
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%ﬂ lt;rade promotion authority, I think they would still very much
ack us.

The CHAIRMAN. I might add, though, this is, I fear, going to be
a growing problem. I think it is important for the administration
to begin to think about how to address it. Maybe that is on down
the road a little bit, but it is still extremely important. The U.S.
competition policy, as you say, is based on what is best for con-
sumers, essentially, whereas, in the EU, it is more what is best for
the companies or the arrangement over there. It is a whole dif-
ferent attitude, different approach. Decision makers over there are
less representative in the sense that they are less elected than over
here. It is a big problem and it does affect trade, even though we
are talking about a competition policy.

So, I urge the administration to start thinking, all together, joint-
ly. Maybe it moves towards more harmonization, competition pol-
icy, which is a big bunch to bite off, but I think it is coming and
I would think earlier, rather than later.

Senator GRASSLEY. Mr. Chairman, could I have 30 seconds?

The CHAIRMAN. Sure, Senator.

Senator GRASSLEY. I would like to suggest an additional answer,
Ambassador Zoellick, to the answer that you gave to Senator
Snowe’s last question. It seems to me that it is so obvious what
trade has done over the 50 years of the regime that we are using
now, GATT, and now WTO. If you would remember the ministerial
statement launching the Kennedy Round, Japan was listed as a de-
veloping nation.

So, take Japan, South Korea, other places that were basket cases
at the end of World War II, and see how they are so prosperous,
with a middle class, now. It is obvious what trade does.

Then, in addition, this is what we want for the remaining devel-
oping nations. They can have what Japan, Taiwan, South Korea,
Thailand, and a lot of other countries have now that they did not
have 50 years ago.

The CHAIRMAN. All right. This has been a good start. Again, I
just urge the administration to specifically come forth with some
compromise ideas so we can address the sense of urgency.

Second, I might ask where the administration is on the Jordan
FTA. Can you tell me, Ambassador Zoellick?

Ambassador ZOELLICK. Yes. As I mentioned, we, like you, are
very interested in trying to get this done rapidly. As I have told
you and I have told your colleagues, we support the agreement as
it is. As you know, there is a lot of sensitivity about some of the
terms in that agreement.

We have also, as I have discussed with you, suggested that we
are willing to try to work with people on other things that we can
do, separate from changing the agreement, to be able to try to ad-
dress those concerns.

This goes fundamentally to the question of, at the end of the day
when the agreement talks about commensurate and appropriate ac-
tion if there is some disagreement on trade or labor and environ-
ment topics, how you deal with that.

It is my view that this is never going to end up in sanctions be-
cause of the nature of the pattern in trade. You have had an agree-
ment with Israel since 1985, and I think you have had one case go



101

to dispute resolution, and it did not even go all the way through.
But I think we share a common interest in terms of getting Jordan
done.

The CHAIRMAN. Good. I will have questions, and other Senators
will, too. But thank you, both, very much for taking the time.

The committee will now stand in recess.

[Whereupon, at 12:11 p.m., the hearing was adjourned.]
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PREPARED STATEMENT OF HON. MAX BAUCUS

Secretary Evans and Ambassador Zoellick, let me start by thanking both of you
for joining us today on this important topic.

Yesterday I spoke about the changing range of issues for trade negotiations. As
the range of issues evolves to cover increasingly complex and sensitive issues intel-
lectual property, labor rights, and health and safety standards—the political con-
sensus on trade becomes increasingly difficult to hold together. Establishing a con-
sensus on cutting tariffs or eliminating quotas was relatively easy. Internationally,
there is at least a grudging consensus that these steps are desirable. At home,
Presidents and Congress have generally seen eye-to-eye on these issues.

But it is substantially harder to define and enforce standards for protection of
drug patents or computer software. Internationally, these intellectual property
standards have been enormously controversial. Even domestically, as we have seen
in the recent debate over availability of AIDS drugs and importation of pharma-
ceuticals from Canada, there are still points of substantial controversy.

Yet, we managed to establish a consensus and forge trade agreements on this dif-
ficult topic. On labor and environment issues, consensus is also hard to achieve. But
just because a problem is hard does not mean it can be ignored. Just because we
will likely struggle for some time with the appropriate role for labor rights and envi-
ronmental issues does not mean they can be left off the trade agenda. I suspect we
all know that Congress simply will not approve fast track until labor rights and en-
vironment standards are meaningfully addressed. In that spirit, I plan today to put
forward some specific ideas for addressing those problems.

On environmental issues, several approaches are promising. In new agreements
following on the model of the United States-Jordan agreement and NAFTA, we must
discourage countries from lowering environmental standards to distort trade or in-
vestment.

In the WTO, we must ensure that the world trading system does not become a
barrier to enforcing vital Multilateral Environmental Agreements. We must also
strive to construct a dispute settlement system in current and future agreements
that does not inhibit legitimate environmental measures, while allowing action
against true protectionism.

On the labor front, the five core principles of the ILO are already generally ac-
cepted around the world. These principles along with assurance that labor stand-
ards will not be weakened to distort trade can guide us in future trade negotiations.

In its tool box, the Administration suggested a number of steps that can be taken
outside of trade agreements on these issues. That’s a fine start but labor and envi-
ronment must also be at the core of trade negotiations if we are truly going to level
the playing field.

Many have questioned the Administration’s credibility here a true commitment to
improve international labor standards cannot begin with a decision to cut in half
U.S. spending on the ILO and international labor activities. In order to establish
credibility needed to pass fast track, I urge the President to immediately restore
this funding and begin taking substantive steps to address labor and environmental
issues in other forums.

Indeed, the simple reality is that international trade negotiations are only pos-
sible if there is political support. Opinion polls indicate that the public harbors deep
reservations about trade. In addition to indicating broad support for addressing
labor and environmental issues, those polls underline that the public will only sup-
port free trade if they also perceive it as fair trade.

(103)
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Thus, U.S. trade remedy laws are critical to retaining public support for trade.
Recent international agreements have already unduly restricted these laws; any fur-
ther restrictions threaten to compromise the very core of these statutes.

There are also strong public policy reasons for these laws. But let me make this
point absolutely clear: There is no political support for weakening U.S. trade
laws. Any agreement that compromises these laws will not pass Congress. This is
a point that our trading partners and trade negotiators would do well to bear in
mind.

In addition to the substance of negotiating authority, we must take a hard look
at the process itself. As my good friend, former Senator John Danforth noted many
times, the Constitution assigns Congress—not the President—primary authority
over international trade matters. Through fast track and other devices, the Con-
gress has ceded a breathtaking amount of its authority to the President. It is time
to seek to re-balance this relationship.

First, in the Senate, I believe fast-tracked agreements should be subject to normal
debate time limits. On highly controversial agreements, this would require cloture
to be invoked to pass the agreement. This would give Congress more control over
the direction of negotiations without unduly raising the bar. I note that all recent
agreements have passed the Senate with more than 60 votes.

Second, the President should not be able to decide unilaterally if an agreement
meets negotiating objectives—and is thus qualified for fast track consideration. Per-
haps a specially constituted joint Committee of Congress should be required to con-
cur with this judgment for a proposed agreement to earn fast track consideration.

Finally, I am working with Senator Byrd on a proposal for a Congressional Trade
Office, which was also endorsed by the Trade Deficit Review Commission. I believe
this is necessary to give the Congress the information it needs to function as a true
partner in trade agreement negotiations.

Let me conclude with a challenge. I know this Administration wants to move
quickly on fast track. But moving quickly means finding consensus. Refusing to ad-
dress key issues sets the stage for deadlock.

I will continue to do my part. I hope to move swiftly to pass the Vietnam and
Jordan agreements. Both agreements were on the Administration’s trade agenda. In
the spirit of moving forward in a bipartisan fashion, I want to call upon Secretary
Evans and Ambassador Zoellick today to endorse the swift passage of these agree-
ments without amendments.

I also urge the Administration to come forward with ideas. It is not enough to
just sit back and hope that Congress works this out. I offered a number of construc-
tive proposals that I believe will help us meet in the middle. Today, I challenge the
Administration to do the same.

Thank you.

PREPARED STATEMENT OF HON. JEFF BINGAMAN

Thank you Mr. Chairman, and let me welcome Secretary Evans and Ambassador
Zoellick. I look forward to your testimony today on what is a very timely and impor-
tant issue.

Let me make some quick comments to frame the issue as I see it. First, it is clear
to me that the context within which we are making this decision has changed re-
markably in the last decade. Globalization is now a reality that has tangible impli-
cations—both positive and negative—for the United States and all the countries of
the world. I am convinced that globalization does offer real advantages to Americans
and is ultimately in our national interest. Our task is to pursue policies that make
it work for both Americans and the rest of the world. As a group, those of us in
this room must think hard about how to create innovative institutional mechanisms
that temper market outcomes in socially acceptable ways. We must find a way to
maintain the dynamism and fluidity of the market economy, but simultaneously
ease the fluctuations and failures that cause social, political, and economic distress.
I agree with those that say trade should not be considered an end unto itself, but
ratheir a means to an end of political stability, economic development, and social
equality.

There is much at stake at this time in the international economic system. There
are disturbing inequities that must be addressed. The danger of a world divided into
rich and poor is real. A new WTO round could and should address the concerns of
both the developed and developing countries, and do so in a way that is advan-
tageous to both. I think that as our discussion on various trade issues continue this
session, we must be very cognizant of what the alternative is to inaction. Like it
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or not, what we do and say in the United States sends a signal to the rest of the
world about our collective future.

Let me make a second point. It is clear to me that there is some disagreement
among my colleagues on how we should address the key issues related to trade pro-
motion authority legislation, be they concerns about national sovereignty, trade rem-
edy and enforcement mechanisms, or labor and the environment.

I am of the view that it is important that the Administration have trade pro-
motion authority as they move forward in trade negotiations with other countries,
especially in the multilateral context. I am not sure it is essential, because I am
not entirely convinced that trade agreements cannot be reached without it. I would
argue that the Administration has to make a better case of what life would be like
without trade promotion authority, and what trade promotion authority would be
used to actually achieve. I would like some concrete ideas about where the Adminis-
tration intends to go as it negotiates in a bilateral, regional, and multilateral con-
text. I am afraid there are some mixed messages about trade priorities coming from
the Administration these days, and it would be helpful to see everyone on the same
page in terms of what is and is not important.

Make no mistake about it, the provision of trade promotion authority is a special
and unique action taken by Congress. We need to be very careful of the terms under
which this action will be taken. I am not saying explicit language has to be included
in legislation, but I want the Administration to give some assurances that our con-
cerns will be addressed. I want to make sure that intensive consultation mecha-
nisms are in place as trade negotiations are conducted so we ensure that Congress
has input into the process. I want to see the issues that I have mentioned pre-
viously—national sovereignty, trade remedy and enforcement mechanisms, or labor
and the environment, among others—are handled in a way satisfies our national in-
terest. But that said, I also want to make sure that we do not impose conditions
on developing countries that constrain their potential growth. I am open to creative
suggestions on how this might occur, and I have to say I am intrigued by some of
the ideas on the table now about economic incentives that would complement and
enhance our traditional trade policy tools.

I want to end there, but let me say in conclusion that if trade promotion authority
legislation is passed, it will, no doubt, require a considerable amount of effort from
all those involved to find innovative compromise language. I would like to commend
my colleagues on the Finance Committee—Senators Graham and Murkowski—in
that they have made a very serious attempt to cross the divisions that exist between
those who want very different provisions in legislation. From my perspective, what
is needed now is a very tangible and substantial commitment on the part of the Ad-
ministration that indicates that trade promotion authority will be used in a manner
compatible with Congressional concerns. I look forward to hearing your thoughts on
this matter today.

PREPARED STATEMENT OF HON. PHILIP CRANE

Good Morning, it is a pleasure to be here to discuss what I believe is urgent legis-
lation to empower the President with authority to negotiate trade agreements in the
economic and national security interest of the American people. My message is one
that most of us in this room should appreciate. The United States is losing out. As
each month passes, our economic potential is compromised further. After decades
where Americans set the pace, other countries are writing the new rules for inter-
national trade, as our President stands by, essentially crippled in his ability to par-
ticipate.

The sheer number of free trade agreements in force around the world—134—is
as startling as it is disturbing. The United States is party to just two FTAs, covering
about 11 percent of world trade. Europe, for its part, participates in FTAs with 27
countries and is now moving into our hemisphere, most recently concluding an
agreement with Mexico and seeking expanded trade ties with MERCOSUR nations
right in our backyard!

The activity of our two closest trading partners, Canada and Mexico, is instruc-
tive. Since implementation of the historic NAFTA agreement in 1994, Canada has
gone on to negotiate FTAs with Chile and Costa Rica. Currently, Canada is con-
ducting talks with Japan, Singapore, and the four countries in Central America.
Likewise, Mexico has concluded trade agreements with 31 countries and is now in
talks with Japan, Korea, and others.

It is obvious to anyone paying attention that our exporters are being squeezed by
their international competitors. Our competitors are enjoying the benefits of their
government’s aggressive pursuit of FTAs. As trade barriers continue to fall for our
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competitors, America’s exporters and workers face higher tariff differentials, and
more and more discriminatory rules, unfamiliar product standards, and unnecessary
threats to their investments.

I hope that your series of hearings spells clearly the direct connection that exists
between increasing international trade and creating jobs and economic activity at
home. Fully one-third of the economic growth that has occurred in the United States
since 1994 is directly attributable to expanding imports and exports. It’s essential
that this key engine of economic growth keep on running.

Because future trade agreements will offer vital opportunities to expand and en-
sure the success of U.S. businesses and workers in the marketplace of the twenty-
first century, we must do all we can to remedy the current situation and reach
prompt agreement on the specifics of trade promotion authority (TPA) legislation.

Last week, the House Republican Leadership and 57 cosponsors joined me in in-
troducing H.R. 2149, The Trade Promotion Authority Act of 2001, which is attract-
ing 5 or 6 more cosponsors daily, and we are now up to 80. Our effort is broadly
supported among House Republicans who are largely united in their view that TPA
is an exception to normal legislative procedures that must be well-defined and not
open-ended in what the President is permitted to negotiate. Only those matters that
are directly related to trade should be included in an implementing bill qualifying
for TPA procedures. My legislation gives the Administration the authority and flexi-
bility to negotiate and bring back to Congress the best deal possible, addressing
goods, services, agriculture, intellectual property, investment, and e-commerce. It al-
lows use of TPA for issues not included in the negotiating objectives of the bill as
long as the negotiating priority: (1) is directly related to trade; (2) is consistent with
U.S. sovereignty; (3) is trade expanding and not protectionist; and (4) does not affect
a country’s ability to make changes to its laws that are consistent with sound mac-
roeconomic development.

This legislation leaves the President free to use his executive authorities to nego-
tiate issues that don’t meet these tests. However, the President should use his reg-
ular legisl