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(1)

NOMINATION OF ROBERT ZOELLICK TO BE
U.S. TRADE REPRESENTATIVE

TUESDAY, JANUARY 30, 2001

U.S. SENATE,
COMMITTEE ON FINANCE,

Washington, DC.
The hearing was convened, pursuant to notice, at 10:05 a.m., in

room 106, Dirksen Senate Office Building, Hon. Chuck Grassley
(chairman of the committee) presiding.

Also present: Senators Hatch, Murkowski, Gramm, Lott, Snowe,
Kyl, Baucus, Rockefeller, Breaux, Conrad, Graham, Bingaman,
Kerry, and Lincoln.

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

Senator MURKOWSKI. Good morning, ladies and gentlemen. I
would call the meeting of the Finance Committee to order.

You will note that I do not look at all like Chuck Grassley. At
least, I do not think I do. But Senator Grassley is detained at an-
other meeting that was called by a higher calling than those of us
at the podium, and he will be joining us very soon.

What I would like to do, is advise the members that the two
Leaders, Senator Grassley and Senator Baucus, have come to an
agreement on opening statements which suggests they be limited
to the chair and vice chair, or co-chair, or whatever the term that
we are currently using around here.

But if there are those that have profound statements to make,
why, we would hear them, but we will measure the area of pro-
foundness after the fact. I do want to acknowledge my colleagues
who are here.

I want to acknowledge those that are going to introduce Mr.
Zoellick, Senator Warner, Senator Allen, and Representative
Moran.

It is a pleasure to chair the hearing today on behalf of the chair-
man, Chairman Grassley. As I indicated, he is on other urgent
business downtown.

I am pleased to have the opportunity to greet Mr. Zoellick, Presi-
dent Bush’s nominee for the position of U.S. Trade Representative,
and to welcome our colleagues that are going to introduce him
today.

I do not think there is any question this is a critical juncture in
America’s trade policy. For the better part of 50 years, this Nation
has operated under the widely-held consensus that developing free
trade is in the national interest.
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Opening doors between the U.S. and other countries has cer-
tainly created new jobs in this country, it has increased the na-
tional wealth, and it has helped to foster a healthy interaction
among the family of trading nations.

Free trade, however, as we know, has its consequences. That has
never been a secret. Opening the door to overseas competition in-
jects a certain uncertainty into previously complacent markets.
Trade liberalization can be downright unpleasant in the short
term.

In the longer term, however, its benefits are unquestionable.
This, at least, is, and has been, the overwhelming consensus of this
country and this committee for as long as I can remember, and
that is a little over 20 years now.

However, that consensus is under attack in this country today.
Opponents of change and critics of the global marketplace have
united to challenge the basic tenets of trade policy as we have
known them since the end of the second World War.

Suddenly, we see barriers back in vogue. The old protectionist
crowd is working feverishly to shore up existing economic barriers,
even as a new crowd works to erect new political and social bar-
riers to trade.

So here we are at a crossroads in trade policy, facing once again
the fundamental oft-answered questions, should we tear down
those walls; can trade bring people on either side of the walls to-
gether or should we continue to restrict their interaction? Against
this backdrop, President Bush has nominated Mr. Zoellick to imple-
ment his decidedly pro-free trade agenda.

During the previous Bush Administration, Mr. Zoellick helped to
unify Germany after the fall of the Berlin Wall, so he is no strang-
er to dismantling barriers and bringing people together on either
sides of the wall.

At USTR, he will clearly need all of the diplomatic skills he has
garnered from that and other experiences from his distinguished
career, including, perhaps, not simply dismantling trade barriers,
but also helping some of us to mend fences over trade issues which
threaten to divide us.

We need to regain the consensus that has united us in the past
if we are to successfully confront and resolve the issues facing us
in the future. In particular, we face a decision of granting fast
track negotiating authority to our President, President Bush.

We face questions over how to reassert American leadership in
the World Trade Organization, and work with both developed and
developing countries to establish workable priorities for the coming
years.

We face outstanding questions on a number of trade agreements
negotiated, in whole or part, by the prior administration. We face
the critical questions over China’s perceived back-tracking on com-
mitments made prior to and in the bilateral trade agreements in
November of 1999.

In short, Mr. Zoellick, your plate is full. The trade agenda seems
to have become a bit of a thicket, a forest in which the individual
trees are tough to make out. I agree with you that that is unfortu-
nate, but that seems to be the way it is.
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Even the individual trade agreements on your plate, whether the
bilateral agreement negotiated with Vietnam, the free trade agree-
ment with Jordan, or other agreements proposed for Singapore and
Chile, have uniquely different merits, rationales, and challenges. It
would be a mistake to treat them as if they were identical, or even
as if one was a precedent for any of the others.

Regrettably, the same forces which aim to chip away at our con-
sensus seem to be campaigning to blur the distinct lines between
these agreements in order to further cloud the trade agenda. I am
certainly pleased that President Bush has nominated someone fully
qualified and up to the task at hand.

Your experience and reputation as a patient and pragmatic nego-
tiator will, I am sure, serve you well, as well as this country, as
the U.S. Trade Representative. I certainly welcome the opportunity
to hear your opinions on these issues, and answers to the questions
which members of this committee will be asking you today.

Senator Baucus?

OPENING STATEMENT OF HON. MAX BAUCUS, A U.S. SENATOR
FROM MONTANA

Senator BAUCUS. Thank you very much, Mr. Chairman.
Mr. Zoellick, let me join Senator Murkowski in welcoming you to

the Finance Committee. I congratulate you on the appointment,
and I congratulate the President, frankly, on making the selection.

I think you will be a very hardworking, very bright, very effec-
tive USTR, and we all, I know on this committee and in the Con-
gress, look forward to working with you to make that happen.

I look forward to your very frequent appearances before this com-
mittee. I expect there will be several. We will ask questions, con-
sult, and confer so we are more in sync on trade policy than other-
wise would be the case. I also look forward to visiting you, not only
in formal sessions like this, but in informal sessions.

Your predecessors did a very good job in meeting frequently with
members of this committee and the Ways and Means Committee,
and with other relevant committees, for that matter. I know that
it helps build a stronger trade policy, and I know you will do the
same.

Before I proceed, I want to comment on the recent dust-up over
whether the position of USTR would be downgraded in this admin-
istration. I objected very seriously to that proposal; others in Con-
gress in industry did as well.

I am very happy to see that it was just an ill-founded rumor,
that your position will be as strong and not be downgraded, that
is, just to remain in the cabinet and have direct access to the Presi-
dent.

I think that is very important, particularly as the world becomes
more complicated and as the forces of globalization become even
more complex. The U.S. Trade Representative, in my judgment,
should have even higher status, higher priority, than he or she has
had in the past. It has been good, but because of the nature of the
global changes and the economic changes of the world, it would be
my hope that you would step even more in the forefront.

Along with other members of this committee, I believe Senator
Murkowski has said it, others will, we must continue to make
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progress on trade liberalization and open markets. That is going to
take a lot of work.

Just to review the bidding, last year the Congress and the ad-
ministration worked very successfully together on trade policy in
many areas. One that comes to my mind, one of the most impor-
tant, is passing PNTR, a monumental achievement. I think that is
going to go down in history as one of the greatest achievements of
this Congress in a decade, working with President Clinton.

We also passed legislation on trade with Africa and enhanced
Caribbean Basin Initiative program. We changed the Foreign Sales
Corporation, FSC. We have got more work to do, perhaps, on that,
but the Congress did act to help make that more workable with
Europe; the U.S.-Jordan Free Trade Agreement and the U.S.-Viet-
nam Bilateral Trade Agreement that was signed, but both are wait-
ing Congressional approval.

Adding trade, goods, and services is just clearly necessary to
drive our economy and make good progress. But trade liberaliza-
tion must be done, as we both know, in the correct way, and that
is, very sensitive to a vast number of components in American soci-
ety. That means rebuilding the consensus on trade in this country.
It has faltered a bit.

I think further progress on trade liberalization and opening mar-
kets requires a political consensus, a greater political consensus
that does not exist, and that requires a public consensus. After all,
we in the Congress and the executive branch cannot do much with-
out public support.

This means demonstrating to all of our citizens that trade does,
in fact, contribute to their prosperity and to a better life. That is
not an article of faith with a lot of Americans today.

It means addressing legitimate labor and environmental concerns
in trade agreements. It means enforcing our trade laws. Sometimes
we pass laws, but do not spend as much time as we should enforc-
ing them. It means fixing the Trade Adjustment Assistance pro-
gram so we can provide real assistance to displaced workers.

Let me state my view clearly. During the Presidential campaign,
you and others made strong comments that it was inappropriate to
address environmental and labor concerns in trade agreements.
This is not a political issue, this is a substantive issue of impor-
tance to many members of Congress, including me.

I have outlined in countless speeches why I think we need to
deal with legitimate labor and environmental concerns in the con-
text of trade policy. It is here. We cannot avoid it, and we should
not avoid it. It must be done in the context of trade policy.

So I will just state that, if legitimate labor and environmental
concerns are not incorporated into fast track legislation, I will pose
that legislation, and I will work hard for its defeat.

I believe we must rebuild the consensus on trade before we can
move much further with trade liberalization. It is going to take
time, a lot of effort, and a lot of cooperation on the part of lots of
people on all sides, and I hope this administration will work closely
with all of us in the Congress to ensure that we have the proper
environment necessary to make this progress come true.

Turning to the first months of the year, I see five major and spe-
cific items. First, the U.S.-Jordan Free Trade Agreement. Jordan is
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a critical partner in our quest for lasting peace in the Mideast. This
agreement will help bind our two nations together. The agreement
also recognizes that labor and environment issues can have a place
in trade agreements. We should move quickly to put this FTA with
Jordan into effect.

Second, the administration should send the U.S.-Vietnam Bilat-
eral to Congress soon. This agreement builds on the significant
progress we have made in our economic and political relationship
with Vietnam over the past decade.

It requires a major change in Vietnam’s own economic and trade
structure, serves as a precursor for their ultimate application to
join the WTO, and it will provide American business and agri-
culture with predictability and civility in the Vietnamese market.
We need to put it into effect and we should look at how to deal
with legitimate labor and environmental issues in that context as
well.

Third, President Bush will attend the Summit of the Americas
in Quebec in April. The major topic will be the Free Trade Area
of the Americas, the FTAA. President Bush has proposed comple-
tion by the end of 2003. I support trade liberalization in this hemi-
sphere as long as it is done in a proper way.

I urge the President to tell the assembled leaders in Quebec that
he plans to work closely this year with Congress and interested
groups throughout our society so that he can offer a fast track bill
for the FTAA that will receive wide support.

Fourth, America’s steel industry is in crisis. We all need to work
together in the coming months on a lasting solution, using all the
tools, including trade tools, that we have at our command. We
must move quickly if we are to prevent irreparable damage to this
sector of our economy.

Fifth, monitoring and compliance of trade agreements. This is a
problem with many trading partners. Once China enters the WTO,
our ability to ensure compliance will be challenged even more. We
need an early assessment of monitoring capabilities in the execu-
tive branch, and I hope you initiate such a review and report back
to this committee.

We all want to maximize the advantages to our country and to
the world that expanding trade brings. The agenda I have outlined,
I think, will ensure that.

I look very much forward to working with you, Mr. Zoellick, and
good luck.

Mr. ZOELLICK. Thank you.
Senator MURKOWSKI. Thank you very much, Senator Baucus.
I have been again reminded of the arrangements that were met

by the Chairman, Senator Grassley, and Senator Baucus with re-
gard to opening statements. As a consequence, with those that are
going to introduce the nominee, I would encourage anybody that
has to speak to be very, very succinct. I am told that many of the
senior members have already said, let us hear the nominee.

So if there is anyone that feels compelled—
[No response.]
Senator MURKOWSKI. Since there is no one that is compelled, we

got over that hurdle.
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I would call on Senator Warner, the senior member. Then I think
we will refer to the House. Mr. Moran has been around for quite
a while, and George, you have been around in a little different ca-
pacity.

So, Senator Warner, please proceed with your introduction.

STATEMENT OF HON. JOHN WARNER, A U.S. SENATOR FROM
VIRGINIA

Senator WARNER. Mr. Chairman, out of deference to the skilled
manner in which you handled the opening statements, I will make
mine very brief and ask unanimous consent that it be placed and
made a part of today’s record.

Senator MURKOWSKI. Without objection.
[The prepared statement of Senator Warner appears in the ap-

pendix.]
Senator WARNER. I commend you, Mr. Chairman, and the distin-

guished Ranking Member for a very thorough analysis in your
opening statements. Consequently, I shall be very brief.

Mr. Chairman, my statement is probably not profound, but what
is profound is the nominee by the President to take on this very
challenging responsibility.

As I look over this biography which I attached to my record,
there is only one word that can describe it: awesome. This man has
achieved many, many goals in his lifetime, in many, many sectors,
whether it is government, private, philanthropic, or otherwise.

I have come to know him so well in the Aspen Institute where,
this summer, I attended a seminar with some, I think, 50 mem-
bers, and he was the presiding officer. With great skill, over a pe-
riod of 5 days, he was able to direct that seminar and we reached,
I think, very important conclusions. That is just one of many exam-
ples of his accomplishments.

I am proud, as a Virginian, to say that he is from our State, and
offers himself once again for public service. I commend our Presi-
dent for selecting this able individual.

I draw your attention to but one paragraph in this biography,
and it reads as follows. In a very subtle way, it says the following:
‘‘Raised in Naperville, IL, Mr. Zoellick received a J.D. magna cum
laude from Harvard Law School and a Master of Public Policy de-
gree from Harvard University’s Kennedy School of Government in
1981. He graduated Phi Beta Kappa from Swarthmore College in
1975.’’

Mr. Chairman, I could not even get in those schools, much less
receive a Phi Beta Kappa or the other honorary degree, so you are
on your own, Bob. Good luck. [Laughter.]

Senator MURKOWSKI. Well, I venture to say that the senior Sen-
ator from Virginia could probably get in today if he cared to re-
apply. [Laughter.]

Senator WARNER. Well, I doubt it. [Laughter.]
Senator MURKOWSKI. That is all right, John. You do the best you

can around here.
Representative Moran, it is a pleasure to have you with us this

morning.
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STATEMENT OF HON. JIM MORAN, A U.S. REPRESENTATIVE
FROM VIRGINIA

Representative MORAN. Thank you very much, Mr. Chairman. It
is a pleasure to be here, and particularly to be introducing Bob
Zoellick to Ranking Member Baucus and the rest of the members
of the committee.

This is an honor because I believe that Mr. Zoellick believes in
the principles that are best for the long-term interests of the
United States. To some, it may seem unusual that a Democrat is
introducing a Republican for the post of U.S. Trade Representative,
but trade is, and must be, a bipartisan priority for this country. It
has become clear over the years that no substantive trade legisla-
tion is going to get through the Congress without bipartisan sup-
port.

This bipartisan spirit was particularly evident, as Mr. Baucus
mentioned, during the 106th Congress, and particularly with last
year’s approval of legislation to grant permanent normal trade rela-
tions with China, which I think was a watershed legislative
achievement.

As a father and co-chair of the House New Democrat Coalition,
a group that is committed to promoting trade and technology—I
know Senator Breaux is more than familiar with our description,
since he has been a leader of our group—we believe that the more
jobs and the better jobs, the better we are serving our constituents.
So, we are committed to promoting trade and technology and other
pro-business initiatives.

What we have had to do, is to obviously invest our efforts in
forming a majority in the middle between isolationism on the right
and protectionism on the left. I expect that Bob Zoellick is going
to bring the same bipartisan approach to his work as our U.S.
Trade Representative.

The cause of free trade is one of that many of our colleagues have
embraced, and I know we will champion throughout the 107th Con-
gress. Whether it is fast trade, Free Trade for the Americas, CBI
parity for Colombia, Jordan, Singapore, Chile, we have a number
of opportunities to do the right thing for future generations because
it is in the best interests of our consumers and our businesses, and
certainly for the people in the businesses who work in the countries
with which we trade.

Mr. Chairman, it is encouraging that the administration has cho-
sen to maintain the cabinet-level status of the USTR, as you have
mentioned. It does send the right signal to our trading partners
about the importance of trade to our government.

In addition to recognizing the fact that this country cannot pos-
sibly consume what we are capable of producing, therefore, the
support of new and expanded markets around the world by raising
their purchasing power and standard of living is clearly in our best
interests.

Many of us also believe that economic engagement is an insur-
ance policy that limits the need for more costly U.S. military inter-
vention abroad. I had the pleasure of meeting Bob Zoellick last
year when I testified at a hearing—I know Senator Gramm was
there as well—before the Trade Deficit Review Commission on
which he served regarding the posture of our Nation’s balance of
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trade. His command of trade policy and the respect with which he
is held by his peers, I know, impressed everyone.

So I am confident that Bob Zoellick will bring strong leadership
and expertise to this position. He has had a distinguished career
of service to our country, both in the public and the private sectors,
and will certainly continue this record as U.S. Trade Representa-
tive.

So, it is with optimism and a great deal of respect that I am
pleased to introduce soon-to-be Ambassador Zoellick.

Thank you, Mr. Chairman.
Senator MURKOWSKI. Thank you very much, Representative

Moran.
I would next call on Hon. George Allen, the junior Senator from

Virginia. Please proceed.

STATEMENT OF HON. GEORGE ALLEN, A U.S. SENATOR FROM
VIRGINIA

Senator ALLEN. Thank you, Mr. Chairman and members of the
esteemed Finance Committee. It is a pleasure to be with you today
for your consideration of U.S. Trade Representative Bob Zoellick.

It is my pleasure to be with Senator Warner and Congressman
Moran in extolling the virtues of the next U.S. Trade Representa-
tive.

I think that when you look at this gentleman’s resume, his
record of performance, you see that the Bush Administration, once
again, has sought and found top-quality individuals to lead this ad-
ministration.

When we think of General Colin Powell as Secretary of State,
Condalisa Rice, Secretary Runsfeld, and others, it is just going to
be a wonderful team leading the interests of our country.

Senator Warner has put in Mr. Zoellick’s resume, so I will not
go through that whole resume, other than to say it is great to have
been from Naperville, IL. It is a shame he went to the second-old-
est university in the country as opposed to William and Mary,
which is the oldest.

But, nevertheless, not withstanding all of that, I think what is
most important when you look at this gentleman’s record of accom-
plishment and performance over the years, I would like to focus on
the attributes and capabilities which best indicate what an out-
standing job he will do as our trade representative for this country,
and in particular the issues and thickets that the Chairman
brought up, and the challenges, as well as those that were brought
up by Senator Baucus, the Ranking Member, in their opening re-
marks.

Mr. Zoellick served as Under Secretary of State for Economic and
Agricultural Affairs in President George H.W. Bush’s administra-
tion. Obviously, in trade areas from our farmers and agriculture in-
terests, it is great that you have that perspective. That is one
group of people who are very, very positive about opening new mar-
kets for our food and fiber from our country.

Mr. Zoellick also was the lead State Department official on the
North American Free Trade Agreement negotiations and served as
a special channel of contact to the President of Mexico.
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We can learn from NAFTA. Senator Baucus brought up some of
the positives, and there are very many positives from free trade.
There are some negatives for good, hardworking families and indi-
viduals who may lose jobs because of international competition.
What we can do to make these trade agreements better is to learn
from that and improve some of those transitional assistance pro-
grams that can help those families making a transition from loss
of jobs from international competition.

In addition, from that position, Mr. Zoellick helped establish the
Asia Pacific Economic Council, or APEC, which has developed into
an annual heads of states conference which is on par with the G–
7 conference.

Finally, I am sure that Mr. Zoellick has learned how to deal with
a President in international negotiations, serving as, how he calls
it, as I understand it, the President’s sherpa for two G–7 economic
summits. Well, that is fine that you are a sherpa, and I am sure
you will find plenty of sherpas that are capable and qualified to
help you out as well.

Having served in the State Department, he served also in the
Treasury Department, the Justice Department, as well as the
White House as Deputy Chief of Staff, Mr. Zoellick possesses, in
my opinion, the depth and breadth of experience that is necessary
to navigate the United States through the complex process of trade
negotiations, which will, of course, continue into Chile and Latin
American countries, as well as the enforcements of existing agree-
ments and making sure that the intellectual property of our compa-
nies here in our country are protected elsewhere.

I am particularly impressed at how widely known Mr. Zoellick is
in the international community. It is important to be well known
because that means you can negotiate better. Indeed, it is outside
of the usual tottery of trade specialists.

His work as lead U.S. official in the 2+4 negotiations for the re-
unification of Germany, the German Government awarded him the
Knight Commander’s cross by Germany. He was also a key player
in securing an effective peace process in both El Salvador and Nica-
ragua, as well as reducing the number of nuclear weapons in the
former Soviet Union.

And Senator Baucus, alluding to some of your comments, I un-
derstand that Mr. Zoellick has developed a deep appreciation of the
interrelationship of trade issues with environmental and social
issues with his work on the Rio Climate Change Treaty and the
bans on the trade of elephant ivory, and the devastating practices
of drift-net fishing.

So, Mr. Chairman and members of the committee, these specific
accomplishments are simply indicative of, once again, how success-
ful this administration has been in choosing the very best can-
didates to serve our government.

I am confident that, with Mr. Zoellick’s experience and dedica-
tion, it will enable him to continue his positive record for our coun-
try and, by doing so, help the opportunities for people all around
the world.

So, Mr. Chairman and members of the committee, it is my pleas-
ure to endorse and present to you an outstanding man of great cre-
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dentials, capabilities, and vision, and who will do an outstanding
job for our country, Mr. Robert Zoellick.

Senator MURKOWSKI. Thank you very much, Senator Allen.
Let me acknowledge Senator Warner, Congressman Moran, Sen-

ator Allen. I am sure that you probably have things to do and
places to go, so you may certainly be excused, if you wish. You may
stay, if you do not.

Mr. Zoellick, the rules of this committee require that you take an
oath. Would you stand, please?

[Whereupon, Mr. Zoellick was duly sworn.]
Senator MURKOWSKI. Please be seated.
The committee has three standard questions that we ask all

nominees before the Finance Committee.
The first is, is there anything you are aware of in your back-

ground that might present a conflict of interest with the duties of
the office to which you have been nominated?

Mr. ZOELLICK. No, sir.
Senator MURKOWSKI. Do you know of any reason, personal or

otherwise, that would in any way prevent you from fully and hon-
orably discharging the responsibilities of the office to which you
have been nominated?

Mr. ZOELLICK. No.
Senator MURKOWSKI. Finally, do you agree without reservation to

respond to any reasonable summons to appear and testify before
any duly-constituted committee of Congress, including the Finance
Committee, if you are confirmed?

Mr. ZOELLICK. Yes.
Senator MURKOWSKI. All right. I think that concludes the mate-

rial. You may proceed with your opening statement.
I would advise members that the rules of the committee suggest

that each member be given 5 minutes for questions to the nominee,
and we will proceed in the order that you appeared at the com-
mittee hearing.

Please proceed, Mr. Zoellick, and we look forward to hearing your
statement.

STATEMENT OF ROBERT ZOELLICK, NOMINATED TO BE U.S.
TRADE REPRESENTATIVE

Mr. ZOELLICK. Thank you very much, Mr. Chairman, Senator
Baucus, and members of the committee.

I would, first, like to thank Senator Warner, Senator Allen, and
my Congressman, Jim Moran, for what were exceptionally gracious
introductions, for which I am very appreciative.

I would ask, Mr. Chairman, that my full statement be entered
into the record.

Senator MURKOWSKI. Without objection.
[The prepared statement of Mr. Zoellick appears in the appen-

dix.]
Mr. ZOELLICK. I would like to thank each of you for taking time

during what I know has been a very hectic period to talk with me
individually. Our discussions have held me gain a better under-
standing of your ideas and your concerns.

As a number of you have said, frequent and substantive con-
sultation with this committee is going to be enormously important
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to me, so if confirmed I do look forward to working very closely
with you.

I am honored and deeply appreciative of the President’s nomina-
tion to this post. I know the importance that the President assigns
to trade policy as part of his overall international and domestic
agenda.

Two of the five priorities that the President identified in his
major international address at the Reagan Library stressed the
vital role of open trade: promoting a fully democratic western hemi-
sphere, bound together by free trade, and leading toward a world
that trades in freedom.

In undertaking this charge, I know well that the Constitution
vests Congress with the authority to regulate commerce with for-
eign nations. Indeed, the history books recount almost 150 years of
contentious Congressional debates over tariff bills, some even lead-
ing to movements for nullification and secession.

But the disastrous experience of setting protectionist tariffs for
over 20,000 individual items in the Smoot-Hawley bill of 1930 led
Congress, 4 years later, to try a different approach: a partnership
with the executive to try to negotiate lower barriers to trade
around the world.

This partnership between Congress and the executive became a
bipartisan cause, as many of you mentioned, and eventually pro-
duced prosperity, opportunity, and even liberty beyond the greatest
expectations of its supporters.

Federal Reserve Chairman Alan Greenspan put this success in
historical perspective by pointing out that growth in trade as a
share of the world economy over the past 50 years has finally man-
aged to reverse the losses from the calamities of the earlier twen-
tieth century.

So today, just like Americans at the turn of the last century, we
face very critical decisions about the future course of our country,
trade, and the world.

Just as the World War II generation forged a bipartisan con-
sensus that sustained successful trade expansion throughout the
Cold War, we must build a new consensus and promote open mar-
kets in trade in the decades to come.

I know that new ideas are being advanced from many quarters,
and I want to work with you with a very open mind to try to mobi-
lize broad support for freer trade.

I am sure we will have many opportunities, including, I suspect,
today, to discuss important particulars of trade. But I would like
to step back just a moment to touch on the importance of global
trade to the American people.

First, expanded trade, imports as well as exports, improves the
well-being of Americans, it leads to better jobs with bigger pay-
checks in more competitive businesses, as well as to more choices
of goods and inputs with lower prices for hardworking families and
hard-driving entrepreneurs.

I appreciate that votes for agreements like NAFTA and the Uru-
guay Round, and the PNTR that a number of you mentioned may
not have been easy to cast, yet those agreements contributed to the
longest period of economic growth in U.S. history, with levels of full
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employment without inflationary pressures beyond the forecast of
any economist.

Expanding global trade and the expanding economic growth in
the United States are not coincidental, they are achieved in con-
cert. One strengthens and reinforces the other. Moreover, restric-
tions on trade have victims: farmers, schoolteachers, factory and of-
fice workers, small business people, and many others who have to
pay more for clothing, or food, or homes, or equipment because of
visible and invisible taxes on trade.

Second, as President Bush has stated, free trade is about free-
dom. Economic freedom creates habits of liberty, and habits of lib-
erty create expectations of democracy.

In 2 weeks, President Bush will make an historic visit to Mexico,
where he will meet with Vicente Fox, the first Mexican president
since that Nation’s revolution to have been elected from the opposi-
tion. It is not an accident that, after Mexico embraced the opening
of its economic system as embodied in NAFTA, it was drawn to a
democratic opening as well.

Third, expanded trade affects our Nation’s security. The crises of
the first 45 years of the last century, the economic retrogression
that Chairman Greenspan referred to, were inextricably linked
with hostile protectionism and national socialism.

Or take an example from today. Colombia is waging a battle to
defend the rule of law against murderers and drug traffickers from
both extremes who finance their terror through drug trafficking.

One of the tools that Colombia needs is a renewed Andean Trade
Preferences Act, so there are economic opportunities and reasons
for hope.

I recognize, however, that these benefits of open trade can only
be achieved if we build public support for trade at home. To do so,
we must enforce, vigorously and with dispatch, our trade laws
against unfair practices. In the world of global economics, justice
delayed can become justice lost.

We also need to do a better job of monitoring compliance with
trade agreements and insisting on performance by our trade part-
ners. I will not hesitate to use the full power of U.S. law to defend
American businesses and workers against unfair trading practices.

Even if we do our jobs well, I appreciate that change can be very
difficult, even frightening. We need to help people to adapt and to
benefit from change. I have learned that the economies of all of
your states are transforming, too.

Many of your new businesses and employers are linked to the
global economy, so Secretary Evans and I want to work with you
to try to tap their support for open trade. In turn, we will try our
best to deliver for America’s farmers, service providers, high-tech
community and intellectual property providers, small businesses,
and highly productive manufacturing industries.

To strengthen and speed America’s trade and economic policy we
will have to reestablish the bipartisan Congressional executive ne-
gotiating partners that had delivered so much.

Therefore, if confirmed, I will promptly follow up with this com-
mittee and the House Ways and Means Committee to consider how
to reestablish trade promotion authority for the President, based on
the fast track precedent and the broadest possible support.
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In the absence of this authority, other countries have been mov-
ing forward with trade agreements while America has stalled. We
cannot afford to stand still or be mired in partisan division while
other nations seize the mantle of leadership of trade from the
United States. This would be a missed opportunity, indeed, an his-
toric mistake.

Given the size of the U.S. economy and the reach, creativity, and
influence of our private sector, we should be, and can be, shaping
the rules for the international economic system for the new cen-
tury.

American openness is high and our trade barriers are low, so
when we negotiate free trade agreements with our counterparts we
almost always open other markets more than we must change our
own.

In considering this grant of trade promotion authority, I also
urge you to give the President more leverage by broadening our op-
tions. I want to be able to tell my counterparts that we are willing
to negotiate if they are serious about eliminating barriers, and also
make clear that America will look elsewhere if they delay, that the
United States will move forward and it is up to them to decide to
join us or be left behind.

On April 20, President Bush will attend the Summit of the
Americas meeting in Quebec City, the hemispheric assembly
launched by President Clinton. President Bush has emphasized
that to set a new course for this hemisphere, he needs to hold out
the prospect in Quebec City that new trade promotion authority is
on its way.

Of course, America’s trade and economic interests extend far be-
yond this hemisphere. We want to launch a new round for global
trade negotiations, emphasizing a key role for agriculture.

We will seek to negotiate regional and bilateral agreements to
open markets around the world. There are opportunities in the
Asia Pacific, further reforms in the Middle East and Africa, that
need our encouragement. I compliment this committee for its im-
portant work with Africa and the Caribbean last year.

If India reforms its economy and taps its great potential, we
should explore ways to try to achieve mutual benefits. And, vitally
important, I will seek to work with the European Union and its
candidate members in central and eastern Europe, both to fulfill
the promise of a transatlantic marketplace already being created
by private business investment in trade, as well as to reinvigorate,
improve, and strengthen the WTO processes.

Let me close, Mr. Chairman, with a final word regarding the tal-
ented professionals on whom I will need to rely in working with
you and our foreign counterparts. The staff at the Office of the U.S.
Trade Representative is a select corps, with a special record of
achievement. I am very proud to have this opportunity to serve
with such exceptional public servants as we step forward with an
ambitious agenda.

Thank you, Mr. Chairman.
Senator MURKOWSKI. Thank you very much for that statement.
Now we will go to five minute rounds for each member, and I

will start off.
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As you know, Mr. Zoellick, one of the provisions of the China
PNTR legislation mandates that the President shall not accept Chi-
na’s WTO membership unless the terms of its ascension are equiv-
alent to the terms agreed to in the November 1999 bilateral be-
tween the U.S. and China.

I am becoming somewhat concerned with what appears to be per-
haps the Chinese backtracking on a number of their commitments
contained in the bilateral agreement. I have been paying attention,
for example, to a specific provision of that agreement relating to
grandfathered rights of U.S. insurance companies.

Chinese authorities have already signaled that their intent is to
violate that provision. There are a number of other examples of
Chinese governmental intent to disregard or violate solemn com-
mitments.

This, perhaps, suggests to me that we should be wary that China
could backtrack on its assurances it will not block Taiwan’s entry
into WTO immediately after China’s accession.

I would hope that you would find that unacceptable; I certainly
do. I would ask if you can assure me that you will not agree to any
WTO agreements until all substantive bilateral commitments are
clearly accepted by China in its final WTO ascension package and
that the President will not send his report to Congress, as required
under H.R. 4444, until that right is absolutely clear. Will you, fur-
ther, maintain vigil that China will keep its commitments relative
to Taiwan?

Mr. ZOELLICK. Yes, sir. As a number of you mentioned, I know
how difficult this issue was for you and many of your colleagues.
There is no doubt in my mind that China must be held to the com-
mitments that it made as part of that process.

As we have had an opportunity to discuss, China, right now, is
negotiating the details of its various bilateral agreements as part
of its overall protocol with the working parties.

Even prior to the nomination for this position, I have urged the
Chinese to follow through on their commitments because this is
clearly going to be a challenging implementation, as a number of
you have mentioned.

It is going to have to be monitored and enforced closely. I was
pleased to see that the last Congress gave some additional re-
sources to the executive branch to do that, but this will not be suc-
cessful for China or the rest of us unless we do that.

On the point of Taiwan, Mr. Chairman, I might just emphasize,
dating back to my past service, the importance of bringing Taiwan
into the WTO. I actually was pat of a negotiation that brought
Hong Kong, Taiwan, and the PRC into APEC. So, I feel very
strongly that that is important for Taiwan, and ultimately its rela-
tionships with Beijing, too.

Senator MURKOWSKI. Thank you for that reassurance.
With regard to the Vietnam Trade Agreement, the bilateral trade

agreement negotiated between the United States and Vietnam last
July enjoys broad bipartisan support, I believe, among members of
this committee and the Senate in general.

The agreement would allow dramatic concessions in tariff levels
by the Vietnamese and thus promises new opportunities for Amer-
ican families and businesses in Vietnam.
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But apart from the economic importance of this agreement, there
are a wide range of important non-trade-based reasons to nor-
malize trade relations with Vietnam through this agreement.

There is grave danger, in my opinion, that the arguments over
the broader trade agenda will swamp stand-alone agreements such
as that with Vietnam or the free trade agreement with Jordan.

What assurances can you give us that the President will send us
the Vietnam agreement for passage by the Congress in a timely
manner?

Mr. ZOELLICK. Mr. Chairman, I was very pleased to see the Clin-
ton Administration negotiate this agreement. As you know, it is
really an extra step in the process of normalization that has been
pursued by two administrations, actually dating back to President
Bush’s administration.

As you mentioned, what this will establish, of course, is a normal
trading relationship which, while the term sometimes is used in a
different context, I believe Vietnam is only one of six countries that
is outside that category, and it retains the annual review that is
part of the Jackson-Vanik.

As you also know, once the agreement is submitted there are
special procedures by which the Congress takes it up, and a
timeline. Frankly, this is one of those issues in the spirit that a
number of you have mentioned.

I want to be able to consult with you and your colleagues on the
House Ways and Means Committee about the schedule just so we
do not send something up in a process that interferes with an over-
all effort. But it’s an excellent agreement and I’m committed to
moving on it, subject to those consultations.

Senator MURKOWSKI. Thank you very much, Mr. Zoellick. My 5
minutes is up. I have one other question, which I will take up on
a second round.

Senator Baucus?
Senator BAUCUS. Mr. Zoellick, in my opening remarks I made it

clear that I think we need to address legitimate—and I underline
the word legitimate—labor and environmental concerns in the con-
text of fast track.

I also think that one size does not fit all. We have some labor
and environmental provisions in the Jordan agreement, but not in
Vietnam. There are lots of ways to skin a cat around here, but cer-
tainly labor and environment has to be considered in the context
of free trade these days. They are here, they have arrived.

I think the greatest need for fast track is when the President ne-
gotiates the Free Trade of the Americas agreement. We are going
to need, I think, fast track to progress in any significant way.

I saw a comment you made somewhere not too long ago that you
hope to have fast track to the President by the time the President
attends the Summit of the Americas in Quebec in April. I am not
so sure we can get it done by then. We cannot, if there is lots of
conflict and disagreement over how to do this. Perhaps we can, if
there is agreement.

What I would like is a commitment from you that you and the
Bush Administration will work with the Congress in trying to find
that accommodation of labor, environmental, and similar issues
with us before sending up a fast track request, rather than just
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sending up, willy-nilly, a fast track request that does not include
those provisions.

Mr. ZOELLICK. Senator Baucus, first, for this comment, which has
also been brought to my attention, and I am sure in your public
career you have had the same experiences, that I am not respon-
sible for what some people write about things I did not say. But
actually I am encouraged by your interest in trying to move for-
ward.

Senator BAUCUS. That has never happened to any of us. [Laugh-
ter.]

Mr. ZOELLICK. On your point on the environmental and labor
issues, when President Bush was asked about this he said that of
course he believes that it is very important to try to improve envi-
ronmental and working conditions, he just wants to be sure that
we do not do so in a protectionist fashion.

As I think was the tone of both your and my remarks, to be suc-
cessful with the trade agenda we are going to have to try to get
the broadest possible support in the Congress, bipartisan support.
That is why I definitely am committed to consulting and working
with you and your colleagues on this issue.

As I think you and I discussed a little bit, in the limited time
I have had I have already tried to contact some people in the AFL–
CIO, and some environmental groups I have been associated with
in the past, to try to extend the dialogue with them as well.

Just a couple of thoughts, and I know you would agree with this.
In the long run, to improve environmental and labor conditions,
economic growth and openness will be the most vital variable for
these countries. That is the key. We could try to require whatever
we want, but if they do not have a strong economy and growth it
is going to be hard to achieve.

I also think that, again, from my experience with some other
cases like this, for the long run, particularly in the environmental
area, if we make it mutual and plant the roots in the country as
opposed to having it imposed, the chances of it developing on its
own in the country and being stronger will be much better.

As you said, I think we have to be open to the idea that one size
does not fit all. So one of the reasons that I stressed in my state-
ment about having an open mind about these is to engage exactly
in the dialogue that you are suggesting.

The last point on this is, to be successful with any effort on trade
promotion authority, of course, we are going to have to be able to
try to work that out as best we can before we send anything up.

Senator BAUCUS. I wonder if you could give us your thoughts
about the U.S.-Jordan Free Trade Agreement that was signed. Will
the administration endorse the agreement, as negotiated last year,
and send it up to the Congress?

Mr. ZOELLICK. I do not know yet, Senator, just because I have
only had a chance to skim the agreement. As a number of people
have mentioned here, it is obviously an important agreement with
an important country in an important part of the world.

I will tell you an issue that I want to examine closely on the
labor and environmental provisions. As you probably know, at least
the general focus of them is to have each country apply its own
laws. On its face, that seems reasonable.
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Here are the questions that I want to look into: who has the
right to challenge the application of the law; in what form, with
what standard, and with what penalty? Frankly, I even think for
some of the promoters of this, if they would conceive of the idea
that there may be parties outside the United States that can chal-
lenge our application of the National Labor Relations Act or envi-
ronmental laws with various penalties, that could start to get a lit-
tle out of control. I am not saying this as a way of trying to bias
against it, because I think it is seriously worth examining. But
those are the sorts of questions that, frankly, if I am testifying in
favor of the agreement, that I am going to get asked. Right now,
I do not have the answers to those.

Senator BAUCUS. Right. I appreciate that, Mr. Zoellick. Frankly,
I think when you look at it more closely, you will find that the an-
swers to those questions do not lead to the more dire consequences
that your earlier description would lead one to believe.

That is, when you look at it more closely you will find that a lot
of the concerns, although initially legitimate, will turn out to be not
quite as legitimate or as great as earlier realized.

I hope, when you look at it more closely, you will find that. If
there are problems let us know, but I think most people, when they
see that agreement, read it closely, and think it through, will find
that it is very workable.

Senator MURKOWSKI. Thank you very much, Senator Baucus.
Senator Hatch?
Senator HATCH. Welcome, Mr. Zoellick. I just got back from the

World Economic Forum in Davos. You would be surprised how
many people were speaking about how tough you are and how good
you are. I was very pleased to hear that while I was over there.

But I have basically four things I would just like to ask you
about. One, is the carousel implementation. As you know, Congress
directed the USTR to rotate the retaliation list within 30 days of
enactment. This was not done; it is now more than 8 months since
the law was signed. I would like to know what priority you would
assign to implement the carousel provision.

Number two, is the Hyundai bail-out, the HEI problem. What is
your general view of the HEI bail-out and what steps would you
consider taking to address that situation?

Number three, is what are your attitudes with regard to the anti-
dumping statutes that seem to be enforced very haphazardly.

Number four, as you know, a number of our States have steel in-
dustries and we are very concerned about what happens in those
industries, not only the producers, but also American workers and
consumers. I would like to know, as Trade Representative, what
specific steps you can take to help rebuild the strength of our do-
mestic steel industry.

Now, those are the four questions that I would appreciate your
taking a crack at.

Mr. ZOELLICK. All right. I will try to be brief.
Senator HATCH. I will submit other questions in writing.
Mr. ZOELLICK. I will try to be brief on them, because I suspect

that some of your other colleagues will raise these as well.
First, I am pleased they put tough before good, at least in this

context.
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Second, on carousel. I know that it is a law that was passed by
this Congress. I still have to study the exact requirements of the
law. But I thought it might be useful for you and your colleagues
to give you a little sense of the context for use, which I think would
help me as I look at it.

I see the carousel as a very potentially powerful tool. I, frankly,
agree with the premise that we should not just leave in place a re-
taliatory list, and we have to examine it to see how we can maxi-
mize leverage. As a negotiator, not surprisingly, I prefer having
flexibility in terms of timing, scope, and method of use, but I will
take a very active role in reviewing the list.

With one key point to always keep in mind, the goal of that pro-
vision, at least as I understand it and as I would like to use it, is
to try to solve the problem, try to open markets as opposed to just
create barriers. In that sense, I think that the tool can be useful.

On the Hyundai matter, if I understand it, this is one dealing
with semiconductors and some financing in Korea.

Senator HATCH. Right.
Mr. ZOELLICK. This was just recently brought to my attention. I

saw a letter that actually Under Secretary Gidener of the Treasury
Department had sent. At least my familiarity with this, but I hope
to talk with former Secretary Summers and others, is that this is
a problem that is part of a deeper problem in Korea, which is slip-
ping from the restructuring that the government promised to do,
frankly, for its own good as well as responsible trade policy.

They are offering some financing without getting the restruc-
turing of a very large semiconductor producer. Therefore, that
raises serious questions under the WTO Subsidies Code. I would
continue the efforts that I believe my predecessors have started to
press the Koreans not to violate those actions or those responsibil-
ities.

That leads to antidumping. As I said in my statement, Senator,
those unfair trade laws are there for an important reason and they
have to be enforced, not only because for the U.S. trade policy to
be successful we need a level playing field in fairness, but frankly,
as a comment a number of your colleagues made, we are not going
to sustain public support in this country for free trade unless we
enforce those laws.

As you probably know, the primary responsibility, at least on a
number of these, starts out with the Department of Commerce, but
certainly I will be actively involved with that.

In steel, this is a topic on which I have had a chance to talk with
Senator Rockefeller and many of your other colleagues. I think it
is an extremely important industry and I realize it has been under
extraordinary stress.

At least the most recent round of this really started with the
1997–1998 Asian financial crisis. From what I was able to see ear-
lier this year, some of the capacity utilization levels started to get
back up over 90 percent, but then they got hit again with soft de-
mand. There is no doubt from the reports that I have seen they
have been facing some unfair practices.

I want to try to learn more on how to deal with this. I had the
opportunity to work with George Becker, the head of the Steel-
workers, on the Trade Deficit Review Commission, and I said to
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him that I want to sit down and talk with him to get his views,
and Paul Wilhelm, from the steel industry, to try to understand
them.

Frankly, as I have mentioned to some of your colleagues, I have
already, in a quick time, had some opportunity to talk about this
with Secretary Evans and Secretary O’Neill. I know they have been
questioned by Senator Rockefeller and others in the process.

So I think this is an industry under stress. I certainly want to
try to see what can be done to try to deal with any unfair practices
and to help it recover.

Senator HATCH. Thank you very much.
Senator MURKOWSKI. We have been joined by the Chairman of

the committee, Senator Grassley.
Senator GRAMM. He has been a bad boy. He is late. He has to

be at the end, right? [Laughter.]
Senator MURKOWSKI. Well, he has been doing the work of the

Lord on taxes.
Senator BAUCUS. I have a feeling he can do whatever he wants

to do.
Senator MURKOWSKI. Would you like to have the gavel, or would

you like to have this warm seat?
The CHAIRMAN. I will just stay here for a minute.
Senator MURKOWSKI. All right.
Senator GRAMM. Mr. Chairman, thank you very much.
I first want to join my voice with the Chairman and others in

saying that I do believe that using carousel retaliation can be very
effective. I want the Europeans to open their markets to bananas
and beef. It is in their interests to do it. I want to see us use the
enforcement mechanism we have to try to encourage them to do
the right thing.

Second, I would also like to say that it is very important that
China live up to, not just the insurance parts of the U.S./China bi-
lateral agreement, but to all parts of the agreement.

I say this because when people come and knock on my door to
complain about unfair trade practices, when you really strip away
all the rhetoric and get to their bottom line, they have come to peti-
tion for protection. When converted into English, their petition is
that because all these countries are cheating their consumers, we
want to be able to cheat our consumers.

So any time we let our trading partners cheat on their obliga-
tions, we encourage our own economic interests to pressure us to
cheat on our end, and everybody loses.

I want, Mr. Chairman, to take a little bit of my time to respond
to Senator Baucus on environment and labor law parts of fast track
agreements. I want to explain why I am opposed to them.

Fast track authority is extraordinary authority. It is a unilateral
action by Congress to give away part of its constitutional preroga-
tive to amend, to change, and to engage in full debate on legisla-
tion.

Fast track authority basically ensures that we will vote up or
down on a trade agreement. Now, we all understand why that is
desirable, and why it is probably necessary. But the reason Con-
gress has traditionally granted fast track authority is because
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there is a consensus that we want to promote trade and economic
opportunity and the jobs that come from trade.

Now, when you bring in other matters, what you are literally
doing is allowing the President to negotiate agreements that be-
come the law of the land. In effect the President is unilaterally,
subject only to an up or down approval vote, potentially changing
labor laws and environmental laws. That is where the problem lies.

I am perfectly happy to have any President negotiate any envi-
ronmental agreement internationally that that President would
choose to negotiate, or any labor agreement internationally that
that President should seek to negotiate.

But legislation to implement those agreements has got to come
under the rules of the Congress and the rules of the Senate, which
would mean that they could be amended and fully debated. So, I
think that’s where the problem comes in.

There is one other problem that you did not mention regarding
the trade agreement with Jordan, and that is the very real ques-
tion of whether we could change our environmental laws under this
agreement. If we decided that we had made a mistake, or that
there was a refinement that was needed, or that we have allowed
certain political pressures to induce us not to build enough power
plants or to open up ANWR, for example, then the real question
would be whether this agreement, which in the words of the con-
stitution becomes not just the law of the land but the supreme law
of the land, would prevent us from opening ANWR or changing the
Endangered Species Act. These are very, very real questions.

Are we going to have an international agreement imposing old
laws on us that in the future would fit us as well as the clothes
we wore as children? I think that is the real question here, and I
think it is a big-time question.

Let me conclude by asking a question. As you are aware, Bob,
we have really fallen behind most of our trading partners in pro-
moting trade.

Mexico has entered into trade promotion and free trade agree-
ments with much of South America and is negotiating with Europe.
Canada has engaged in massive trade expansion since NAFTA.

We are the only country that is part of the NAFTA agreement,
and in fact the only major trading country in the world, that has
not had a major expansion in its trade relationships in the last six
years. Are you concerned about this, and what do you think we
ought to do about it?

Mr. ZOELLICK. Yes, Senator. The reason I tried to put this in a
bit of an historical and strategic perspective in my statement is I
am very concerned. On the one hand, you have this incredible situ-
ation where the United States’ economy and what our business sec-
tor has done is looked upon as an envy in the world. I have seen
in Europe, and to a degree in Asia, the private sectors are trying
to emulate what we are doing.

This is one of those points in history where we have an unparal-
leled opportunity to shape the international trading order. It is un-
derstandable how this happens; people are focusing on things at
home. But people are not seeing that we are missing that oppor-
tunity. All you have to do is read some of these articles and see
how Japan and the European Union are planning where the inter-
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national trading system should go. They should not be doing it, we
should be leading it.

Frankly, I have said publicly on other occasions, if other coun-
tries go ahead with free trade agreements and we do not, I do not
blame them, it is our mistake. But we have to get back into this
game, and we are certainly in a position to do so.

To do so, and I take the comments of Senator Baucus and others
very seriously, one of the other things we are going to have to do
is to try to reestablish some basis of consensus in this, with the
public and with the Congress, both sides of the aisle, and that is
one of the things that I am committed to trying to do while trying
to negotiate the shoals that you talked about as well, which, as you
know, I take very seriously.

Senator GRAMM. Thank you, Mr. Chairman.
Senator MURKOWSKI. Thank you.
Senator Kyl?
Senator KYL. Thank you, Mr. Chairman.
I have just one question, which is a follow-up to Senator Mur-

kowski’s question on the position with respect to Taiwan’s acces-
sion to WTO membership. I want to be just a little bit more spe-
cific, if I could.

Toward the end of the last session, I filed an amendment which
would have actually conditioned the extension of PNTR to China
on Taiwan’s admission to the WTO as a separate entity, referred
to as a separate customs territory, in the jargon of the WTO.

I withdrew that amendment after receiving a letter from Presi-
dent Clinton dated September 12, which stated, ‘‘There should be
no question that my administration is firmly committed to Tai-
wan’s accession to the WTO. Based on discussions with the Chi-
nese, I am confident we have a common understanding that both
China and Taiwan will be invited to accede to the WTO at the
same WTO general council session, and that Taiwan will join the
WTO under the language agreed to in 1992, namely, as the sepa-
rate customs territory of Taiwan, Panghu, Khinmen, and Matsu,’’
referred to as Chinese Taipei. ‘‘The United States will not accept
any other outcome,’’ President Clinton wrote to me.

My question is, will this be the position of the Bush Administra-
tion supporting Taiwan’s entry in the same session and under the
terms that were agreed to in the 1992 language?

Mr. ZOELLICK. Senator, as you would understand, I would actu-
ally like to read the whole letter. But let me just, I hope, reassure
you that the administration will have no weakness on this issue.
Again, to put that in a bit of context, when I last dealt with this
issue in the early 1990’s I did not want to concede the point that
Beijing would necessarily come in before Taiwan, because I did not
want to give up that point of leverage.

Second, about a year and a half ago, after a visit to Taiwan, I
learned that Hong Kong was the one working party that had not
signed off on Taiwan’s report.

So I actually had a meeting with C.H. Tung, where I stressed to
him that if Hong Kong wanted to get the support of the United
States and be seen as a unique economic entity, it had better be
very careful about holding up any of these things with Taiwan.
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Frankly, not long ago, again, before I was named, I had some
contacts with some of the officials from the PRC and I stressed that
any effort to mess this up would be an explosive issue here.

The last point I will make on this is there is a deeper political
reason for this. The people of Taiwan are justifiably proud of the
political democracy they have created, the economic success they
have created, and frankly there is a new generation coming to the
fore now and they are tired of being treated like outcasts.

One of the best things for Taiwan, and in my view for Beijing,
is to give these people a little space so that they have an oppor-
tunity to feel that they are part of this system. I think that will
be better for both of them in the long run. So I only mentioned this
in detail so you know where I am coming from.

Senator KYL. Thank you. I agree, Mr. Zoellick. I will submit a
copy of that letter for the record, and to you.

[The letter appears in the appendix.]
Senator KYL. But I would just ask you, because the effort of the

Chinese from time to time publicly has been to undermine the sov-
ereignty of Taiwan and to suggest that the only condition under
which China would permit its entry is as a territory of China rath-
er than a separate customs territory, which is the language of the
WTO agreement of 1992 and the language that the United States
has always contended Taiwan should accede to WTO. I guess when
the Clinton Administration said the United States will not accept
any other outcome, it is a pretty clear statement of intent.

I would think that the Bush Administration could make an
equally clear statement of intent following the Clinton Administra-
tion’s policy on this. I do not think it is a complicated question in
that regard, and I think it is important that we have a commit-
ment to that effect.

Mr. ZOELLICK. I hope to do so. I just have a practice of reading
letters before I agree to them.

Senator KYL. Let me just say directly, would you believe that
that is the only acceptable outcome? That is to say, Taiwan would
accede under the terms of the 1992 agreement, namely as a sepa-
rate customs territory of Taiwan, Panghu, Khinmen, and Matsu?

Mr. ZOELLICK. If it is part of the 1992 agreement, certainly.
Senator KYL. Thank you.
Senator MURKOWSKI. Thank you, Senator Kyl.
Senator Rockefeller?
Senator ROCKEFELLER. Thank you, Mr. Chairman.
I had a macroeconomic opening statement, which I now submit

for the record, and therefore will return to what we talked about,
Mr. Zoellick, in our conversation, as indeed I must do, am bound
to do.

That is, steel. It is interesting to me that USTR nominees come
before this committee and say that they are going to uphold the
laws, and indeed they so intend, if they were the U.S. Government,
sole and simple.

But the history, and this is the history of the Clinton Adminis-
tration of which I was very critical on this score, is that the USTR
person may indeed say that, but the USTR leader will then get
washed away by globalization, by a sense of, we want to be credible
trading partners, and we are worried about credibility in other
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countries. Other countries are not worried at all about their own
credibility as they subsidize the steel industry.

I just wonder out loud, when was the last time that the Italian
steel industry made budget? The answer is, probably 25 or 30 years
ago. The government just makes up the difference at the end of the
year.

So let me just ask you, to pin you down a little bit more, in prob-
ably two rounds of questions, do you think it is important, other
than just for the niceties of the answer, for the United States to
have a viable steel industry?

Mr. ZOELLICK. Senator, I think it is important to have a healthy,
productive, and competitive steel industry, as you and I have dis-
cussed.

Senator ROCKEFELLER. Why do you feel that way?
Mr. ZOELLICK. Well, I think that steel has been an important in-

dustry in terms of our economy. I think the issue that you are rais-
ing, in particular, goes beyond the importance of the steel industry,
which is the question of fairness to it or any other industry. It is
one reason why I put a comment in my testimony.

Senator ROCKEFELLER. Mr. Zoellick, I am aware of that. I just
want to get as many questions as I can in.

Mr. ZOELLICK. I am sorry.
Senator ROCKEFELLER. You have answered my second question.
I have written the President, and after my testimony I will ask

somebody that I work with to give you two copies of the letter I
wrote him about Section 201 and its use, and hopefully it is used
very soon.

As you know, our ITC standards for damaged, hurt, injury is a
higher one than the WTO standard, and therefore more difficult to
overcome. Our legislation would equalize WTO and U.S. injury
standards, so to speak.

You and I discussed this the other day, but is the concept of 201
and the use of 201 something that you would recommend to the
President, as it relates to steel?

Mr. ZOELLICK. I realize you want to be quick, so I will try to be
brief. I think you mentioned two things. I am not totally familiar
with the slight distinction in standard, but on the existing 201, as
we discussed, I am certainly willing to look at this quite seriously,
because going back to the point I was trying to make, I think that
if an industry commits to restructure—and the danger with 201 if
it is just used for protectionist purposes—if there is a serious re-
structuring issue, if there is a capacity issue, if there is a series of
injuries that have to be dealt with, I have no objection and believe,
in certain cases, it is a better course of action to look at 201.

Now, I understand there are differences within the steel industry
on this, and it is one of the things I have to learn more about. But
it is going back to the exchanges you had with my colleagues, Sec-
retary O’Neill and Secretary Evans.

I think in Secretary O’Neill’s case, he has had some experience
with another major producing industry, aluminum, where, frankly,
we have already tried to have some brief discussions about how we
might try to approach this. So, I am willing to seriously look at
201.
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Senator ROCKEFELLER. I appreciate that. I will submit that to
you as soon as my questioning period is finished.

The next question simply refers to, when you talk about protec-
tionism and then you talk about enforcing our trade laws, one, as
they currently exist, and then with this interaction on 201 that we
would adjust ours to be compatible with WTO’s, if you say that we
are going to enforce the law, where do you draw the distinction be-
tween enforcing the law, and thereby if the whole 201 process
works through ITC and the President with recommendations from
you, that every country that produces virtually all kinds of steel is
effective, and that is why it is very effective, where do you draw
the line between enforcing the law, which then Senator Gramm
would call protectionism-indeed, there might have been a time in
your life where you might have called that protectionism-what is
the difference between protectionism and enforcing a law that most
USTR representatives in recent years have been unable to do be-
cause they have been overridden by Treasury, the State Depart-
ment, the White House, and everybody else?

Mr. ZOELLICK. I am not exactly sure I got the question right, but
let me give it a try, just to give you some sense of the consistency
of my views on this.

In advance of the election, I was asked at a debate I had about
the use of 201. I gave the same answer then that I did today: I be-
lieve that 201 can be an appropriate tool.

Now, to link it to my comment about protectionism. As you know,
201 requires an injury, it does not require an unfair practice. So
what I was referring to was, if there is an injury and there is a
serious plan to restructure to try to help the industry regain its
competitiveness, it has to be done so in a way that that is not an
excuse for just a delay and a protectionism because there has not
been an unfair practice.

So the 201, unlike the antidumping and countervailing duty
laws, is not based on a finding of an unfair practice. So that is why
I meant, in the context of 201, one does not just want to delay, be-
cause at the end of the day that will just make it worse for the in-
dustry involved if it does not adjust.

So that is why I think it has to be a serious plan with the indus-
try, with the government, to try to restructure and regain its com-
petitiveness, and in the meantime offer some of the protections of
201.

Senator ROCKEFELLER. Thank you, Mr. Zoellick. I will come back
on the second round.

Senator MURKOWSKI. Thank you very much.
We are joined by the Majority Leader, Senator Lott. Senator

Breaux is the next in line.
Senator BREAUX. Thank you very much, Mr. Chairman.
Thank you, Mr. Zoellick, for your appearance. You bring to this

job probably the most outstanding set of credentials in previous ex-
perience of any person who has come to this position, and I hope
certainly that you will end up using that vast amount of experi-
ence, training, and education to be an outstanding trade represent-
ative.As we have said in our conversations, this is an extremely im-
portant post for this country.
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You have been critical of the previous administration’s stand-
ards, I think, on the environment and labor protections as part of
our trade negotiating positions. I was wondering, I think that we
have come to the point where people believe that when we trade
with countries, that there should be some standards with whom we
trade with; we do not want to trade with countries that use slave
labor or abuse their workers.

Yet, I do not think most people feel that we can impose our
standards and our standard of living on every country that we
trade with. Somewhere between those two extremes, I take it, is
where you would probably fall.

I was wondering, in an effort to try and figure out where that
might lead you, you were critical of the Clinton Administration’s
position in the Seattle talks. I was wondering, what did you feel
caused you to be critical of them? How would they have gone fur-
ther than you would have had them go?

Mr. ZOELLICK. Well, first, Senator, as I think you properly point-
ed out, today we actually have laws on the books against slave
labor, and those are consistent with the WTO. That is one extreme.
At the other extreme is trying to make everybody look the same,
which is not going to work.

To take the case of Seattle, what troubles me about Seattle, Sen-
ator, was that, first off, I felt that given the importance of launch-
ing the round, all three major trading countries-the United States,
the EU, and Japan-all approached it defensively. It was all a ques-
tion of how they could avoid getting blame. I think that that did
not set up what was the right environment to get this launched.

Now, particularly on the environment and labor issue, I have it
from a pretty good understanding of senior administration officials,
as well as people in the European Union, that there was an under-
standing that was going to be reached at the end of the day about
how to try to deal with the environmental and labor issues, at least
to launch the road along the ideas of trying to involve the WTO,
the ILO, the World Bank combination of ideas.

The President came to Seattle and, as I recall, in a radio inter-
view launched a new idea at a very sensitive time. That idea was
that there should be labor rights enforced by trade sanctions.

That was a shock to his own administration at the time, and at
least in my experience in negotiating it is kind of good to work off
the same sheet from day one if you are going to be effective.

At the time that statement was made, given the other sensitivi-
ties and conflict, I do not want to put all the responsibility, but it
helped blow the thing out of the water. So if you actually were in-
terested in trying to move in the direction that you suggested, that
was not an effective way to do it. So, that was the reason I was
critical.

Senator BREAUX. Did you consider the things that were before
that point being discussed within the appropriate parameters of
what should be tried to be accomplished?

Mr. ZOELLICK. I personally do, yes.
Senator BREAUX. You speak of hemispheric policy. I was won-

dering if you could elaborate just a little bit. Are you talking in
terms of a large free trade area within this hemisphere? Can you
comment on what you mean by that?
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Mr. ZOELLICK. Certainly. As you know, President Bush has em-
phasized the high priority that he puts on trying to achieve free
trade in the hemisphere. There were discussions actually first
launched in the first Bush Administration with something called
the Enterprise for the Americas Initiative, and then the Clinton
Administration started a formal negotiation process with the
FTAA. That will be the issue for the first framework in which this
could move.

The reason I have kept it more general, Senator, is that I believe
it is very important for us to be flexible as we proceed to try to
achieve this objective. Some of the countries in Mercosur are very
sensitive about what they have created, and I think we have to ap-
proach that with appropriate sensitivity.

On the other hand, I would also like to be in a position that, if
others delay for whatever reason, we do not stop. Some of your col-
leagues here have mentioned the Chilean agreement. I think that
is an agreement that, frankly, I discussed with the Chileans 10
years ago. I wish we would have had it long ago.

So the reason I have talked about it in broad terms, is that I
would like to maximize the possibilities by which we achieve the
objective. The main one right now is the FTAA negotiations and
the main opportunity to move that forward, as in the Quebec City
summit.

Senator BREAUX. I would encourage you to continue aggressively
in that area.

We have already talked privately on rice, sugar, Mexico, Canada,
Japan. Those are all high-priority items that I am concerned about,
and we will continue that dialog.

Thank you very much, Mr. Chairman.
Senator MURKOWSKI. Thank you, Senator Breaux.
Senator Snowe is next in line, but we have been joined by the

Leader, Senator Lott. I wonder if the gentle lady from Maine would
yield to our Leader.

Senator SNOWE. Absolutely.
Senator MURKOWSKI. I am going to have to meet Congressman

Hanson, so I am going to have to depart. The Chairman is going
to take over, Senator Grassley.

I am going to submit a question to you in writing over the short-
age of drilling pipe, which we talked about, and the realization that
that pipe is made primarily by one U.S. manufacturer, who has in-
dicated that they are very much opposed to importing pipe. But
they have had about 3 years to increase their capacity, and they
have not, so I think it is something that you should look into.

As we search for more oil and gas domestically we are going to
need drilling pipe to do it, and we have to depend on one company,
and that company does not expand its capacity and we have got a
problem.

So, with that, I want to thank you for the role that I played in
Senator Grassley allowing me to chair, and your response to some
tough questions. We look forward, obviously, to the oversight re-
sponsibility of this committee and working together.

Mr. ZOELLICK. Thank you, Chairman.
Senator MURKOWSKI. So, Senator Lott has sought recognition

and I do not have much more to say.
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So, Senator Lott?
Senator LOTT. Thank you, acting Chairman, and thank you, Sen-

ator Snowe, for allowing me to go forward. Chairman Grassley,
thank you for allowing me to do this, too.

It is a pleasure for me to join other members of the committee,
and I am sure the entire Senate, in expressing our appreciation for,
and support of, Bob Zoellick to be our USTR, U.S. Trade Represent-
ative.

You certainly have a very impressive career of service to Amer-
ica, and I know you will show the world the same fire that you
have displayed over many years in a number of incarnations as you
have been prepared in these various government positions, by edu-
cation, and by experience to take on this very, very important role.
So, I wish you the very best and I am counting on you to be an
aggressive trade representative.

I wanted to be clear from the outset that I do support free and
fair trade. I think it is essential for America’s prosperity and our
security. Over 25 percent of our $8 trillion economy is tied to for-
eign trade, and that means 15 million Americans owe their jobs to
foreign exports.

In the House and in the Senate, almost without exception, I have
always supported free trade agreements. Last Congress, while we
did not get a lot of credit for it, we passed two major trade initia-
tives.

A lot of credit goes to this committee, to the leadership, from Bill
Roth and the former Ranking Democrat, Senator Moynihan. They
were persistent, they stayed behind it, and they made a difference.

We passed not only the PNTR with China, we also passed signifi-
cant legislation that will be helpful in bringing expanded freedom
and trade to the Caribbean nations, and also we started the proc-
ess of moving African economic development into a new century by
passing the African trade bill.

So while it was really two bills, three parts of the world were af-
fected by that. I think that was very positive, and I hope we can
continue to move forward in that arena.

However, I think there are some dangerous signs on the horizon
and some potential trouble developing. Time after time, in my opin-
ion, in Republican and Democrat administrations, the U.S. Trade
Representative has been cajoled, bullied, and out-flanked by ag-
gressive governments and trade blocs whose goal is to weaken
American competition.

Also, I watched with great concern many times when the Trade
Representative’s position was undermined, stopped, stymied, or de-
layed at the very minimum at the White House because of what
I thought was inappropriate pressure from the State Department
or the Commerce Department.

I expect that will happen again this time, and I hope that you
will early and I will early and often make sure that those two de-
partments understand that you are the trade representative.

And while we have to consider impact diplomatically on our al-
lies or how it affects other trade, I would like for us to do what
Richard Russell, the famous and outstanding Senator from Georgia
used to say, and that is, it is time that the State Department that
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we have an American desk, and we have an American desk at the
USTR.

The area that really worries me is the European Union. For
nearly a decade now, they have unlawfully banned U.S. beef in de-
fiance of two World Trade Organization rulings. The same holds
true for EU’s illegal banana regime.

The Congress has felt so strongly about these areas, we even
passed what is now referred to as the carousel sanctions legisla-
tion, which would say that if sanctions are put in place and they
do not have an effect after a period of time, you will roll those over
to additional, or different, more effective sanctions.

Unfortunately, the Clinton Administration did not comply with
the law on the carousel legislation. So, there is a problem.

There is also the Canadian lumber problem. I know that the Sen-
ator from Montana and others on this committee know what I am
talking about there.

But it is more than beef, bananas, and wood. This is about our
relationships with these organizations. The European Union and
WTO, Beijing, New Delhi, Moscow, they are all watching to see
how we are going to deal with these important issues.

Free trade is a two-way street. Frankly, I think that we have
been basically the ones advocating and pushing for free trade, and
a lot of our allies and our trading partners have not responded in
kind. So let me ask you just two or three questions on this.

In the last 6 months, 100 American lumber mills have perma-
nently or temporarily shut down due to the anticompetitive prac-
tices of the Canadian government. Maintaining a competitive U.S.
lumber industry and preserving U.S. jobs means ending or offset-
ting the enormous subsidies given by the Canadian provinces to the
Canadian lumber companies.

The 1996 U.S.-Canada lumber agreement is due to expire in
April. The previous administration did nothing to replace it or to
make Canadians live up to it. If things remain the same, more U.S.
mills and landowners will be adversely affected and will go under.

What are your immediate plans to resolve this dispute?
Mr. ZOELLICK. First, Leader, if I could just mention, thank you

very much for taking the time to come on this. I know what a busy
schedule you have.

I think you properly mentioned the accomplishments, not only of
this committee, but of the full Senate. I have watched how you
have adroitly handled these things, I can see how you position it,
and I do think the record of achievement is what people should
watch on this.

On the softwood lumber case, I know the very strong concern
that you and many of your colleagues have about this. I have tried
to study up a little bit, and what I have been able to learn so far
is that there has been a problem with subsidies that the U.S. has
tried to handle, first, with some CVD cases, then back in, I guess,
the 1980’s on the finding of subsidies, there was a 15 percent ex-
port tax, and then there was a question of this agreement.

Here is the frank thing I have to get smarter on, Mr. Leader, is
that from what I can tell, almost nobody is happy with this agree-
ment. There are questions of classification, circumvention, I under-
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stand there are different views within Canada, the different prov-
inces.

So I want to try, after I learn a little bit more about it from our
side, to be able to sit down with my Canadian colleague, and if
there are subsidies, obviously we are going to have to deal with
them because I know how important these issues are. I know there
have been those problems in the past. So I realize its importance.
I am trying to get a little sense of its history, and it is very early
on my agenda.

Senator LOTT. I know it is early, but I want to emphasize to you
that there is a lot of concern about that, again, on both sides of the
aisle, about the way the Canadians have dealt with us on that.

We do not expect you to do it alone. I am going to be meeting
with the Canadian ambassador; I hope to meet with the Canadian
prime minister. I have always raised that point with them.

But I will tell you what, I think it is time the United States have
a resolve, we are not going to cut the fine-tuned points with you
or argue over customs whether a hole is driven in a piece of lumbar
or not, we are going to enforce the law, period.

The Chairman is gaveling me here; others want to ask questions.
Can I ask one more question?
The CHAIRMAN. Yes.
Senator LOTT. With regard to beef and bananas and how the

WTO has acted, I will tell you what I think is at stake here: the
WTO. If the decisions that they make are not going to be complied
with, why have it? If the Europeans continue to proceed the way
they have on these issues, we are going to have major trouble.

So how are you going to deal with that issue?
Mr. ZOELLICK. I had a chance, with Senator Hatch, to talk a lit-

tle bit about the carousel provision and would be happy, at your
convenience, to expand on that again.

But I agree with you, in terms of the fundamental issue of these
cases. These cases go way beyond beef and bananas. I have been
making this point in Europe. From talking with you and your col-
leagues, those who defended the WTO system get their legs cut out
from underneath them.

Senator LOTT. I am one of them.
Mr. ZOELLICK. Yes. Basically, you go out and you say this is a

dispute resolution mechanism, it is supposed to work. We win the
case, we win the appeal, they do not budge.

Frankly, for Europeans who blame the United States on being
anti-multilateral and being unilateral, I look and say, who is being
unilateral on this? So coming back to the carousel issue, I think it
is one way to try to deal with this issue.

I also want to try to meet with the interested industries involved
to get their thoughts on the best way to proceed.

Senator LOTT. Thank you for your lenience, Mr. Chairman.
The CHAIRMAN. Thank you.
Senator LOTT. Thank you, and good luck.
Mr. ZOELLICK. Thank you, sir.
The CHAIRMAN. Senator Snowe?
Senator SNOWE. Thank you, Mr. Chairman.
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I want to welcome you, Mr. Zoellick, to the committee. There is
no question that you have outstanding capabilities and expertise to
serve as our next Trade Representative.

I want to follow up on what the Senate Majority Leader raised
with respect to the softwood lumber industry. I concur with what
he has said, it is a serious and persistent problem. It certainly has
affected my State of Maine. We have had this agreement in place
since 1996 that is set to expire the end of March. There is no agree-
ment to replace that agreement that would be effective, as I under-
stand it.

I hope that Secretary Powell raised some of these issues last
week with his counterpart from Canada; we have assurances that
he did. But, nevertheless, this is a very critical problem for our in-
dustry.

Four Canadian provinces provide about 95 percent of the govern-
ment-owned timber. The government underwrites the industry, and
subsidizes it to a large degree. We have seen U.S. prices fall by 33
percent over the last 12 months. That is a record low.

So, I really do urge you, in conjunction with what the Leader has
raised here today, to make this your immediate and top priority,
because this agreement sets to expire the end of March.

Mr. ZOELLICK. Understood.
Senator SNOWE. So you would do so in every way. I would hope

that you would keep us informed. I hope we could get a permanent
agreement so that we could end this protracted problem with Can-
ada with respect to this issue.

Obviously, everything else has been a Band-Aid approach. We
had countervailing duties for a while, then we had this agreement
replacing it, but simply nothing has worked. We need to address
this flawed arrangement that is really undercutting a primary in-
dustry, not only in my State, but in this country.

Mr. ZOELLICK. Senator, I believe, actually, it is going to be very
important that I consult with you and your colleagues as we de-
velop this, because as I mentioned to the Leader’s question, at least
what I have been able to learn so far, there seems to be frustration
in every corner.

So one of the questions is, would an extension of the agreement
work? From what I have seen so far, a lot of people are unhappy
with that, too. So it appears that we are going to have to try, or
at least look to see, whether we come up with something different.
I would like to get your, and others’ ideas on what that might be.

Senator SNOWE. I appreciate that. As a border State, we obvi-
ously have some unique problems with Canada and the Canadian
provinces, with the agricultural industry, the potato industry.

That is why I am proposing legislation for a Northern Border
Council, so all of the States in this country bordering Canada
would be part of the council to make recommendations to you and
to Congress on different issues as they arise, because it is an im-
portant relationship that we have with Canada.

We want to iron out these differences and the problems that de-
velop, particularly those that involve border States that have that
unique relationship. So, I will submit it to you for your comment
as well.
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Another area that concerns me in terms of trade agreements, and
it has already been mentioned by many, is the whole issue of not
only having free trade, but fair trade, and aggressively enforcing
our agreements.

I would like to have you comment on that issue, and how do you
see your role as Trade Representative in aggressively enforcing
those agreements, particularly with respect to trade violations.

Obviously you will have available to you section 301 of the 1974
Trade Act, in addition to the dispute resolution process of WTO,
but will you aggressively use that mechanism when it comes to
trade violations and self-initiating it in tandem with the WTO dis-
pute resolution process.

Mr. ZOELLICK. Yes, Senator. There is no reason you would be
aware of this, but much of the legislation that is the heart of the
toolbox comes out of a 1988 bill, and I was very deeply involved
with all of those provisions, so with special 301, intellectual prop-
erty provisions, the regular 301, and the government procurement,
and the whole set of tools.

Now, there is a separate body of law, as you know, the anti-
dumping/countervailing duty that is run primarily out of the Com-
merce Department. But the ones that I just mentioned, and a host
of others, are ways that the U.S. Trade Representative’s Office can
try to pry open markets.

Just as a personal style, I like to try to solve problems. I want
to try to get things done. So in using tools, I do think it is going
to be important that one try to understand the other guy’s point
of view, not to accept it, but to understand how to try to work with
it.

I have gotten a lot of questions over the course about the foreign
policy background. In my view, this actually gives me some advan-
tages because I know how our system works, I know how other peo-
ple’s systems work, at least to a relative degree, and the name of
the game is ultimately not just to hit the other guy, the name of
the game is to try to open up a market.

Now, sometimes you have to take these actions, you have to liti-
gate them through the WTO. My goal, Senator, is to try to make
this as much a win-win proposition. That is what people do in the
business sector. When I was in the business world, the goal, frank-
ly, even if somebody had a different point of view, was to try to
reach something that worked for both sides, not just to litigate it.

When you litigate it you have to fight it all the way, and I have
done that, too. But that is how I believe the tools need to be related
to an overall strategy to try to open markets for the United States,
and deal with unfair trade when we identify those.

Senator SNOWE. Thank you.
Thank you, Mr. Chairman.
The CHAIRMAN. Senator Graham.
Senator GRAHAM. Thank you, Mr. Chairman.
I wish to add my voice to those who have commended for Presi-

dent Bush for such an outstanding nomination. I have had the op-
portunity to work with Bob in a number of capacities over past
years and have great confidence in his skills, his intellect, and his
dedication to achieve a world of open, but fair, trade under the
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rules of law. I believe his responses to the questions that have been
asked thus far reinforce that very positive feeling.

Within that, I have a few questions, primarily which relate to
trade within the western hemisphere. I was pleased, Mr. Zoellick,
that you mentioned in your opening statement the Andean Trade
Preference Act and the fact that it is up for reauthorization this
year.

I feel that, in addition to extending it, we need to look at mod-
ernizing-or I might use the word harmonizing-the Andean trade
pact with what we did last year relative to the Caribbean.

A concern is, if there is a competitive difference in those products
which have a substantial mobility between the Caribbean and the
Andean trade pact countries, that the tendency is going to be for
manufacturing and other operations to flow to the region that has
the more preferential rights of entry into the United States. That
specifically, today, affects apparel assembly.

So my question is, would you support, as part of the extension
of the Andean Trade Act, also the provision to the Andean trade
countries of access to the U.S. market for apparel, and possibly
other products, which is essentially harmonized with what we now
have with the Caribbean Basin countries?

Mr. ZOELLICK. Well, Senator, after all of those nice compliments,
you shrewdly drove in on the words in my statement about ‘‘re-
newed’’ and ‘‘robust,’’ and focusing on what robust might mean.

As you know, that topic that you raised on apparel is going to
be a very sensitive one up here. I would like to work with you and
others to see what we could do on that. For the reasons that I said
in my testimony, I think it is very important not only for our eco-
nomic policy and interests, but for our larger goals with Colombia.

I skipped a line in my written statement to say that Colombia
is now our third largest recipient of military aid, and it would cer-
tainly strike me as short-sighted, not to try to deal with the eco-
nomic relationship without aid, but based on trade, to help that
country deal with its internal problems.

Having said that, as we have discussed, it is going to take some
lifting up here, and I look forward to working with you on that.

Senator GRAHAM. Well, first, it is a very significant and urgent
issue. At the very time that we are trying to eradicate drug produc-
tion in Colombia, recognizing that that is going to put out of work
thousands of people that need to have alternative employment, we
could by our trade practices be also adversely affecting one of the
larger employment areas in the region, and specifically in Colom-
bia, and thus have a non-coherent set of national security, eco-
nomic, and trade policies. So, I hope that this would be an issue
in which we could find agreement, and do so earlier rather than
later.

That moves to the second question, which relates to the CBI last
year. One of the driving forces behind the new CBI legislation was
the fact that, in the year 2005, the Multi-fiber Agreement, which
now I think has a different name, is going to go out of existence.

Therefore, one of the protections for the apparel assembly indus-
try in the Caribbean and the textile production industry in the
United States is going to be lost.
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There is a great deal of concern as to whether the U.S. Carib-
bean relationship will be competitive in world marketplaces after
2005. Thus, we not only have changed the law, but also hopefully
have set in place some initiatives to try to increase the efficiency
and lower the unit cost of production in that partnership of U.S.
textiles-Caribbean assembly.

What would you see as being the role of your office, and the ad-
ministration more broadly, in the area of increasing the efficiency
of apparel production with the U.S.-Caribbean partnership?

Mr. ZOELLICK. As you highlighted, and I am very pleased you did
so, with many of these agreements it is important to see how the
U.S. operations are integrated with others and how-frankly, this is
one of the points of NAFTA, in general-it creates more effective and
efficient operations for the United States, as well as its neighboring
countries.

I think you hit the nail right on the head in the textile area.
Given the changes that are going to take place, this is one impor-
tant option. As you know, there seems to be some different views
in the U.S. textile industry. Some of those that are focused more
on the fabric production and the yarns are very interested in this
possibility, some have not yet come to that point.

So to answer your question about the role of USTR, frankly, this
is going to be something that, working with Secretary Evans and
others, I want to try to be in touch with these industries, try to
make the case on, in my view, their long-term economic interests
in changing, modifying, and being more competitive and hope that
the facts will win the day. Sometimes they do, sometimes they do
not.

Senator GRAHAM. Could I just conclude with a short statement?
The CHAIRMAN. Yes, please.
Senator GRAHAM. There is a question embedded in this, but you

will not have to answer it. There is some concern in my State rel-
ative to the safeguard mechanisms that were supposed to be built
into NAFTA, and how effective they have been.

As an example, in certain areas of agriculture, safeguards that
were supposed to be responsive to seasonal agriculture have not
been fully implemented.

I would encourage you that, as we go to the next round of trade
discussion, that there be effective consultation with those indus-
tries to gain their perspective of what the actual experience has
been under NAFTA, and then be able to take that into account in
a new round of negotiations.

Mr. ZOELLICK. I will do so, Senator.
Senator GRAHAM. Thank you.
The CHAIRMAN. Senator Kerry?
Senator KERRY. Mr. Zoellick, welcome. I enjoyed our conversation

and I look forward to having many more with you. I would cer-
tainly second the comments of your introducers; you come to this
with some terrific credentials.

Let me just ask you very quickly, on a couple of bilaterals, then
I would like to move to a couple other subjects, if we could try to
get through them.
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You mentioned on the Jordan trade agreement that you wanted
to take a look at it. Is there currently any reason that you see that
that agreement could not come up to us relatively quickly?

Mr. ZOELLICK. I believe this agreement will come up to you rel-
atively quickly. I have not had a chance to discuss it with my col-
leagues.

I mentioned, in response to a question from Senator Baucus, one
of the issues that I wanted to try to deal with, I have already had
some discussions on the House side, again, about trying to over-
come that issue. It is my objective here to try to deal with that
issue in a way that allows us to move ahead. And, as I also said,
one size does not fit all.

Senator KERRY. Let me just say to you, reading between the lines
of your answer, I am just back from the World Economic Forum—
I think Senator Hatch was there—and there was a huge amount
of discussion, obviously, about where we are going in the next
round and what the impact of labor, environment, and the other
concerns of Seattle are going to be.

There was, from certainly most of the Third World countries and
from a significant number of the European countries, enormous
concern expressed about the lack of any kind of follow-up on Se-
attle, where certain promises were made about how we would en-
gage in a dialog on labor, and so forth.

The fact that this particular bilateral happens to encompass a
title with respect to labor and environment, I know to some people
here gives them the willies because they think it might be prece-
dential as to what might happen in the multilateral round. I do not
see how you are going to translate that into a multilateral, No. 1.
I think their fears are entirely misplaced.

Numver two, it is very, very benign when you look at it. It does
not require any sort of futuristic adherence to anybody else’s laws,
simply a statement that you are not going to retreat from your cur-
rent ones.

So I think if we are going to make progress in this area and not
have enormous problems in this next round globally, which is in
the interests of everybody who wants trade, every company out
there that is going to benefit from trade has a stake in responding
to some of the concerns people are expressing about this growing
divide.

Every responsible corporate chieftain, and there were many of
them there, is talking that language. They are proactively putting
in place their own state-of-the-art technologies, practices, best prac-
tices, et cetera.

So I think this is going to be imperative to resolving Congres-
sional resistance here, and I urge you to work to overcome what
I sense you are saying you want to try to.

On the Vietnam trade agreement, we have worked for about 4
years to put this agreement in place. Right now, there are discus-
sions on labor taking place on a side track.

In addition, I put together, with Jim Wolfenson, the first-ever en-
vironmental conference held in Vietnam, with all the donor coun-
tries there talking about how you can develop, and develop
sustainably, but again, on a side track. It was dual-track.
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So I would think this particular paradigm that has been achieved
with respect to Vietnam can equally be treated as another kind of
model, another way to approach the next months of discussions.

I would hope that you would send that up to us very rapidly. It
does not have to get caught up in Jackson-Vanik, it should not. It
is a separate effort. It is really critical to the relationship that we
have been building in the last years. I would just like a quick sense
of how you feel about trying to push that along.

Mr. ZOELLICK. Well, first, I want to compliment you and some of
your colleagues for the efforts you have made in terms of the proc-
ess of normalization of this country, which you know well. I was
very pleased to see the agreement.

I have read some references to some of the memorandum on
labor understandings on the side, which have intrigued me in
terms of offering assistance, developing the rule of law, and some
of the core aspects. So, I am quite intrigued, actually, to dig into
that further.

As for the timing, Senator, obviously I have to consult with my
colleagues as well, but my major concern was that I know that,
once set up, it starts a trigger process up here.

The real group I needed to consult was you and the people on
the Ways and Means Committee, because you have a busy agenda.
So I am interested in trying to move this forward, and that, frank-
ly, is the major issue that I want to be better aware of.

Senator KERRY. Is my time up, Mr. Chairman?
The CHAIRMAN. No.
Senator KERRY. The trigger process would work, actually, better

if it is sooner rather than later. I think it gets less caught up in
the budget schedule, the tax cut schedule, and so forth, and hope-
fully we will be able to move it rapidly.

I will wait for the next round, if I may, Mr. Chairman.
The CHAIRMAN. Senator Conrad, then Senator Lincoln, then my

questioning. That will finish the first round, then we will go to sec-
ond round.

Senator Conrad?
Senator CONRAD. Thank you, Mr. Chairman.
Bob, it is good to see you here. I have very high regard for you

and I wanted to be here to say how fortunate I believe the country
is to have somebody of your capacity and quality in this position.

We have gotten to know each other through Aspen Institute ac-
tivities and other fora around town, and I just am especially
pleased that somebody of your capacity is in this position.

With that, I want to say that I believe in more liberalized trade
as a basic concept, but I also understand that if the promise of that
is to be realized, then negotiations have to be successful. All too
often, what has happened is we have put the free trade label on
an agreement, and it was really negotiated trade. Unfortunately,
with respect to certain sectors of the economy, the negotiation was
lost.

I want to just bring to your attention, as I had a chance to do
the other day in my office, a couple of charts, if I could, talking
about the differences in a key sector of our economy, certainly the
critical sector in my State, which is agriculture. It is of keen inter-
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est to the Chairman of the committee and the Ranking Member of
the committee as well.

I would point out the incredible imbalances that our producers
are faced with in terms of world agriculture. This first chart points
out that the EU supplies 63 percent of the world’s trade-distorting
domestic subsidies.

You can see that in this pie chart the red part is Europe, the
blue is Japan. Between the two of them, they account for 88 per-
cent of the world’s trade-distorting domestic subsidies, 63 percent
Europe. The little, slim green part of this pie is the United States,
6 percent. This has got to change if we are going to level the play-
ing field and give our producers a fair fighting chance.

Let us go to the next chart. You can see that this is another way
of looking at the story. This shows what the EU is doing, on aver-
age, in per acre support compared to us. The red bar is Europe, the
blue bar is the United States. It is not a fair fight. The Europeans
are providing more than $300 per acre of support, on average, and
we are at $38 per acre.

These are not Kent Conrad numbers, these are OECD numbers.
These are the folks that are the international scorekeepers. It is no
wonder we have got an agricultural crisis in this country. It is no
wonder we have had to write four disaster bills in the last 3 years.

Let us go to the next chart, which looks at it in a different way.
This shows that the EU is flooding the world with agricultural ex-
port subsidies. The WTO is the source of these figures. For 1998,
the last year for which they have full figures, the blue part of the
pie is Europe, 83.5 percent of the world’s agricultural export sub-
sidies are from the Europeans. The United States’ share is that lit-
tle tiny red chunk, 2.7 percent. So they are outgunning us here
30:1.

Let me make a point. My own view is, the only way this changes
is it is negotiated. The only way you or anybody else can be suc-
cessful in the negotiation, is you have leverage in the negotiation.
We have no leverage. We have no leverage because of the farm pol-
icy we have adopted here.

In my own view, unless we buildup we will never build them
down and we will never have a playing field for our folks. I do not
know of anybody, I do not care how smart they are—and I have
very high regard for your ability and your intelligence—I do not
know of anybody that I would have more confidence in this posi-
tion—who could possibly prevail if we do not put the resources in
to give you leverage in negotiations. I have never seen anybody be
successful in negotiations without leverage. So part of my charge
to you, and part of my message here, is that we have got to provide
leverage, and that means resources.

Let me go to a specific situation now, and that is the Canadian
Free Trade Agreement, and the devastating effect it had on my
State. This chart covers the period of the Canadian Free Trade
Agreement. You can see, total wheat imports from Canada: there
were none before the Canadian Free Trade Agreement.

Then wheat imports took off like a scalded cat after the Cana-
dian Free Trade Agreement, not because they were more competi-
tive, not because they were more efficient, but because of a massive
loophole in the Canadian Free Trade Agreement.
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My time is up. I just want to draw this to your attention. This
is the kind of thing we have got to have fixed if people are going
to have any confidence in these trade agreements.

I thank the Chairman.
The CHAIRMAN. Thank you, Senator from North Dakota.
Now, the Senator from Arkansas.
Senator LINCOLN. Thank you, Mr. Chairman. I appreciate you

holding the hearing.
Mr. Zoellick, we appreciate you being here. Thank you for meet-

ing with me earlier, and I want to certainly join with others in cit-
ing how impressive your background is, and the tremendous quali-
ties and capabilities that you bring to this position. We are looking
forward to working with you.

I would kind of like to applaud all of the charts and the com-
ments from my colleague, Senator Conrad. We serve on the Agri-
culture Committee together.

As you know, I represent a State that relies on agriculture as its
largest industry, and I shudder to think what my State’s economy
would look like without our poultry farms in the northwest, or the
cotton and rice fields in the Mississippi delta, or the timber in the
south. For U.S. agriculture to remain viable, we have to have that
strong export market.

I was late today because I was in the Agriculture Committee lis-
tening to the 21st Century Commission’s report on what we can do
to help production agriculture be more competitive.

Without a doubt, Senator Conrad is right, we have to give that
support, but we are going to need your dedication and devotion to
working with us to secure those markets and to gain fairness in fu-
ture trade negotiations if we are going to see American agriculture
expand, grow, and be progressive.

The next decade will determine whether or not we are going to
continue to provide a safe, abundant, and affordable food supply in
this world. We are going to be looking to you to be a defender and
fighter for American agriculture.

It may not be glamorous or glitzy in Washington, but agriculture
is certainly a necessity for all of us.

Steel is also big business in my home State. Many do not realize
that my former Congressional district is the second-largest steel
producing district in the Nation. I think the steel industry’s situa-
tion has been a great example of our trade laws not being enforced
aggressively enough, much to the expense of our own domestic in-
dustry.

I would like to touch on that real quickly. In your discussion here
about Section 201, do you feel like it is sufficient protection?

Mr. ZOELLICK. Well, first, let me just say a word about what both
you and Senator Conrad mentioned about agriculture, because I
know you both have been leaders in this issue, at least to give you
one starting point of assurance. It is a point that President Bush
feels equally strongly about.

Indeed, when he talked with me about this position, it is the one
that he emphasized first and foremost. So, I look forward to work-
ing with you on the range of issues. I think it now provides 20 to
30 percent of farm income, so it is a big thing and if we lose it,
it hurts.
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In terms of the steel issue, in particular, I think you then focused
on 201. What I talked with Senator Rockefeller about, is really two
points. One, is I believe that we need to do a better job of enforcing
the laws that deal with unfair trade. I tried to emphasize, indeed,
I think there is a timeliness issue here.

Senator LINCOLN. Absolutely.
Mr. ZOELLICK. That is a separate question from the 201. The 201

question, the Senator asked whether I would be willing to consider
or advocate use of 201 in steel. What I mentioned, is since that pro-
vision really only requires injury, it does not require an unfair
practice, that under extreme circumstances like the ones that the
steel industry has faced and may face, that we definitely should
look at it, if it is combined with the effort to try to deal with some
of the industrial issues and restructuring that may be necessary to
make it fully competitive.

You and I have talked about it, Senator Lincoln. This is one of
the issues that drove it home to me, you have some very competi-
tive producers in your State, among the leading groups.

Senator LINCOLN. Absolutely.
Mr. ZOELLICK. So when they are in trouble it is certainly a sign

that there is a bigger problem here, so that is the context in which
I believe we should look at using 201.

But I must emphasize again, and this is through everything that
I have done, this has to be to deal with a problem and make and
remake a competitive industry, not to leave a protectionist wall.
Because ultimately, what I have seen time and time again, it will
hurt it over time and other industries in the United States that use
its products will start to move away from it, they will use plastic
instead of steel, or something else. So, that has to be our goal.

Senator LINCOLN. Well, there is no doubt that it not just the
older, integrated part of this industry that is suffering. Mini-mills,
as you mentioned, are suffering as well, and that is a key part.

You sat on the U.S. Trade Deficit Review Commission, and I
think some of the comments you made were about the approach of
developing nations and future trade negotiations to consider elimi-
nating antidumping laws in exchange for some of the other trade
concerns that were there. If your thoughts are that Section 201 is
sufficient, I would certainly want to know that there are going to
be changes.

I do not think that the weakening of any of those laws would be
acceptable unless there is first a strengthening of the Section 201,
and certainly the recognition of the timeliness of it. After an indus-
try brings a 201 action, there is 18 to 24 months before anything
ever begins to happen. So, I just wanted to bring that to your at-
tention.

Mr. ZOELLICK. Senator, just to reassure you, my point was that
this is a portfolio, not a subsidy.

Senator LINCOLN. All right. Great.
Next, on softwood lumber. I would like to associate with the com-

ments of the Majority Leader, as well as Senator Snowe. I know
Senator Baucus and I have been very involved in working on this
issue with the former USTR, actually right before we left for
Christmas.
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This is a critical issue for us. Our otherwise competitive U.S.
mills are dying. As Senator Snowe mentioned, prices are down 33
percent. In recent months, 10 Arkansas mills have closed. It is dev-
astating to us. I do not know if that hits home, but for Arkansas
timber is a big industry.

We know that Canadian imports are at record levels, and the
current agreement ends on March 31. I know you have exhibited
an interest to set it as a priority. I would love to hear you go even
further to say that if it is not going to be the first priority, it will
certainly be the second.

As you move forward in your confirmation, I request that we, you
would contact your Canadian counterparts within the first week of
your appointment and bring back to us something that we could
work with you on. I think we want to be reassured that you truly
are going to make it a priority.

Mr. ZOELLICK. Senator, just real briefly. I had a phone call from
my Canadian counterpart, a congratulatory call, and in respect for
the deference of the Senate I said I could not meet until I got
through this process. But he is very eager to meet, assuming I get
through the process.

Senator LINCOLN. Well, it is killing my State’s lumber industry
and I truly want it fixed. I certainly am prepared to work with you
in any way that you need me, and certainly with my colleagues.

Last, but not least, one question that has not been addressed,
and that is the catfish industry. The catfish industry has been built
on a reputation of nutrition and high-protein quality products.

The farm-raised catfish industry in the United States is probably
the fastest-growing agricultural enterprise in America during the
past decade, and it is certainly an integral part of aquaculture, in
general.

We have had a lot of concerns. We do not know and have been
unable to obtain information to determine whether there are unfair
trade practices that are being exploited by Vietnamese catfish im-
ports. We would certainly like to ask you, to provide the committee
with a full report on this matter.

We want to know what kind of support we can expect from your
office on this issue. I imagine Senator Lott is going to be interested
as well, since Mississippi is No. 1 in catfish production and Arkan-
sas is No. 2.

The CHAIRMAN. Can you give a short answer to that? I have two
Senators that want to have second rounds.

Mr. ZOELLICK. Yes. Senator, I apologize, I am not familiar with
that issue. I will, with your help, try to get into it right away and
learn what I need to know.

Senator LINCOLN. Great. Well, they do not have to adhere to the
FDA or the EPA rules we do, and we are very concerned about
what they may be.

Thank you, Mr. Chairman. Thank you, Mr. Zoellick.
The CHAIRMAN. Thank you, Senator Lincoln.

OPENING STATEMENT OF HON. CHARLES E. GRASSLEY, A U.S.
SENATOR FROM IOWA, CHAIRMAN, COMMITTEE ON FINANCE

The CHAIRMAN. I apologize for being at the White House while
you were introduced, and I appreciate all of my colleagues going
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ahead and accommodating me by having the Senator from Alaska
chair the meeting. I will put my opening statement in the record.

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

The CHAIRMAN. I would congratulate you, obviously, and move to
questions right away so we can hasten along here.

The April Summit of the Western Hemisphere marks a very im-
portant opportunity to advance free trade in the region that pro-
duces one-third of our world’s economic output. In spite of the obvi-
ous importance of the Free Trade Area of the Americas negotia-
tions, these talks obviously have floundered.

What will the United States do, under your leadership and under
President Bush’s leadership, to rejuvenate the Free Trade Area of
the Americas negotiations, specifically at the summit?

Mr. ZOELLICK. Chairman, first, I should say I certainly cannot
offer any contradiction to spending your time at the White House,
since that is the man I am supposed to be working for. So, thank
you for coming.

As you know, the Free Trade in the Western Hemisphere is a
very high priority of President Bush, and indeed, he devoted a por-
tion of his speech to it in August.

The first step, I believe, will be trying to work with you and your
colleagues to try to secure some trade promotion authority based
on the fast track precedent so that we have something to take to
the table so we can do this negotiation.

As you and a number of your colleagues know, the President has
got the meeting in Quebec city of the Summit of the Americas on
April 20, and so it would certainly be extraordinarily helpful if we
have a sense of our direction and momentum by then so as to give
him that additional leverage.

I believe that the Clinton Administration has prepared an early
text on the FTAA, which is no small starting point. It covers lots
of different categories, and they are at the point of at least having
bracketed the differences.

I, as I mentioned in my other comments, Senator, believe that it
is important for the United States to move on that text, but also
to keep our options open in terms of other agreements, for example,
the Chilean Free Trade Agreement that the administration has
begun, because I think, with your help, I would like to send a sig-
nal to the countries of Latin America that we want open markets,
we want to work with them to try to achieve this, but we are not
going to be held back if they are not moving. We have got to get
off the dime on this.

The last point I would make, because I know this question has
come up in some context, is that while this regional agreement is
very important to the United States, it certainly is not to the exclu-
sion of global talks and the WTO process. Indeed, I think quite to
the contrary.

I think the fact that the United States can move on multiple
fronts can increase our leverage in the global round, as indeed the
Clinton Administration used the NAFTA and the APEC summit to
help squeeze the European Union to get done the Uruguay Round.
So I do not believe they are exclusive. I believe, actually, they can
be mutually supportive.
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The CHAIRMAN. Give me your view on the significance of creating
negotiating authority for the President, and particularly how you
approach that issue, and how the President approaches it. How
would you plan to work with Congress to obtain this legislation?

Mr. ZOELLICK. Mr. Chairman, as I mentioned before, I think that
this is going to be one of the most important challenges for you,
the committee, and your counterparts in the House and the admin-
istration, because I think it is vitally important that we reestablish
this negotiating authority and get a start for this century, as our
predecessors did 50 years ago.

Along the same lines, I think we need to try to do it in a bipar-
tisan fashion, try to get the broadest possible support. That has
waned in recent years and it is going to be part of my job to try
to rebuild that.

In doing so, as I mentioned to Senator Baucus, it is important
that I consult widely, not only with the Congress, but with other
groups that are interested. I talked about the AFL–CIO, various
environmental groups. I mentioned in my statement, I am open to
ideas on how to rebuild this broader trade consensus.

As Senator Graham and I talked about briefly, I just cannot un-
derscore enough the fact that we are losing time and others are fill-
ing the gap here. It would be such a tragedy if the United States
misses this opportunity to shape the international economic sys-
tem. So the core of it, frankly, starts up today, and with you and
your colleagues to see what we can put together.

The CHAIRMAN. This will be my last question, then we will go to
second round.

At the Seattle ministerial in December 1999, the United States
was unsuccessful in its efforts to launch a new round of multilat-
eral trade negotiations. Do you believe a new round of WTO nego-
tiations is necessary to achieve U.S. goals for increased market ac-
cess in such areas as agriculture and services? If so, what is your
strategy for obtaining the necessary international consensus that it
would take to launch a new round?

Mr. ZOELLICK. Mr. Chairman, I do want to try to press the new
round, as I know my colleagues in the administration do.

As you mentioned, left over from the Uruguay Round there were
supposed to be ongoing discussions in agriculture and services, but
I think we all understand those are not going to go very far unless
we add other items to them. The President has emphasized the im-
portance of this being seen as a single undertaking, in particular,
so agriculture is not left behind in the process.

There are some other issues that have come up in the WTO con-
text that I think we are also going to need to deal with, for exam-
ple, the transparency of these institutions; some of the NGO’s that
have complained about this, I think, have valid points, if we are
going to build support for it.

As for the particular style, again, it will start by trying to get
some trade promotional authority here with this body. I think the
context in the world today is that, without that authority, it is
going to be very hard to move very far.

As for strategy, as I mentioned, I would like the United States
to have the authority to be able to move on multiple fronts, because
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the message I would like to send to the world is the United States
is willing to negotiate. We are willing to open if they open.

But if they are too slow, we will go elsewhere, because our econ-
omy is so attractive, the model of our private sector is so appealing,
people will come to us if we are ready to deal. For those that will
not deal, they are going to be left behind, not us.

The CHAIRMAN. For second round, in the order of seniority, but
also coming, Senator Baucus, Senator Conrad, and Senator Rocke-
feller.

Senator BAUCUS. Thank you, Mr. Chairman.
Mr. Zoellick, I was here when Senator Lott stressed stronger

U.S. action on Canadian softwood lumber. I heard Senator Snowe
voice the same concerns, and I understand other Senators have
joined in the chorus, including Senator Lincoln from Arkansas.

I want to underline what they have said and I want to add a lit-
tle more sense of urgency to the problem. As you know, the current
agreement expires in 2 months. As far as I know, there have been
no negotiations between the United States and Canada under the
past administration in any meaningful way.

This is huge. This is the largest imminent potential trade issue
between the United States and any other country. It is our largest
trading partner and could ignite a trade war, unless it is dealt with
very quickly and dealt with very creatively.

I heard you mention you want to consult with various groups be-
fore making a decision on what you might do. Of course you want
to do that, but we have got to move beyond consultation. I have a
hunch, frankly, you have got a pretty good idea of who the players
are, who the people are, what the interests are.

This is, pure and simple, a huge Canadian subsidy. It is a huge
trade barrier. In my judgment, some of the American interests who
are opposed to any action we might take are frankly being unAmer-
ican. That is, they are helping themselves at the expense of the
American forest products industry to the benefit of the Canadian
forest products industry, and a trade barrier is a trade barrier.
This is clearly a trade barrier. Some estimate it is up to $4 billion,
if you include all the various components of the stumpage under-
writing practice by the Canadians.

As you know, 90 percent of Canadian land is crown timber and
is controlled by the provinces. About 90 percent is old growth in
Canada. About 90 percent of the timber cut in Canada is old
growth; in the U.S. it is about 2 percent. So it is also an environ-
mental problem.

While the Canadians are cutting old growth, they are putting a
lot of pressure on endangered species and other environmental con-
siderations. We Americans have a tough endangered species act
law, we are living up to it, we are curtailing excessive old growth
cutting and we are letting the Canadians just go ahead, willy nilly,
to the detriment of American mills and American companies.

I just urge you very, very, strongly to find a solution. In that
vein, I would just like to ask you what your plans are on the sub-
ject.

For example, I know that Prime Minister Creatien is meeting
with President Bush on February 5, and I would like you to tell
us whether that is going to be on the President’s agenda.
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Mr. ZOELLICK. It is interesting you asked that question, because
as I said to some of my colleagues as we were trying to work with
the committee to speed my confirmation, I said, boy, it would be
nice to be able to be in a position by the time of that meeting to
be in an official capacity to speak to the President about it.

But, Senator, on this one in particular, I understand the sense
of urgency, and others have mentioned, and I understand, that the
agreement expires. What I have picked up so far is a great sense
of frustration and even anger, and yet a number of questions about
what has not worked, without a good sense of what can work.

What I mentioned to Senator Snowe, is that I know there have
been different approaches to this problem, export taxes, CVD cases,
this agreement. The sense that at least I have gotten from my ear-
lier discussions is, nobody is happy with any of them.

So, I really need to try to dig into it and find out what might
work to try to deal with the nature of the problem, and I do not
have that here today. But it does not show a lack of interest, it just
shows a lack of an answer.

Senator BAUCUS. Well, we are going to have to come up with one
pretty soon because time is running out. Some time ago, not too
long ago when we were dealing with this issue, it was generally
agreed that the subsidy amounted to about 30 percent. The Amer-
ican industry struck an agreement with the Canadians at 15 per-
cent. That was the tariff.

That was the agreement. The Canadians agreed. Then guess
what happened? The Canadian unilaterally walked away from it.
Just walked away. It has been difficult for us to put that back to-
gether again. They are tough customers. They are very tough cus-
tomers. They assume that we are going to roll over, that we are
going to just turn the other cheek, that we are the United States
of America and we can take the hit.

Well, I tell you, Mr. Zoellick, that to gain respect of countries
around the world, including the Canadians, we have got to stand
up for what is right. What is right, is to discontinue this subsidy.

Mr. ZOELLICK. Well, I understand that. Thank you. I will be
pleased to work with you to try to come up with the right solution.

The CHAIRMAN. The next person is Senator Conrad.
Senator CONRAD. Robert, I would like to go back to where we

were. You have got to use these charts.
Mr. ZOELLICK. Good charts. You are going to have to get Power

Point, Senator.
Senator CONRAD. I am going to send a set of these down to you.
Mr. ZOELLICK. Good.
Senator CONRAD. There we have it, 82.5 percent of the agricul-

tural export subsidies being the Europeans’, 2.7 percent, us.
My question to you is, what are we going to do? What are you

going to do to get a different result, and what will you do to try
to get the leverage necessary for you to secure a different result?

Mr. ZOELLICK. Well, Senator, as you and I have had a chance to
discuss, in that area I think the best way will come back to being
in a position to negotiate with the EU, and others, as part of a
global round to try to do away with these subsidies, particularly re-
lated to the export subsidies that have been the terrible outcome
of an EU policy where they pay people too much to grow too much,
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and then they can’t use it all so then they have to pay them to sell
it. So, I agree that the nature of the Common Agricultural Policy
has been terrible, not only for U.S. agriculture, but for others
around the world.

One of the ways, as a point of pressure, is we need to be in a
position to have other countries around the world also join us and
help give us leverage. For example, the Cairns group and a number
of the developing countries of the world that also care about open
agricultural markets.

That, as in many other issues of trade, will require tradeoffs
across the board. I would mention one other aspect of this from the
EU side. While I appreciate your point of leverage and it is some-
thing that we should discuss further in a number of contexts, I will
note that the EU is also starting to recognize that this policy is
breaking the bank, particularly as they go through their own en-
largement process and start to add other countries and conceive of
what it would cost to add them in agricultural terms. So, frankly,
as you know, a lot of this depends on the nature of governments.

One of the possibilities may be here that, with some of the cur-
rent governments in the EU, given their own constituency sup-
port—and here I am thinking that some of them are center left
governments that have less of a base in the European agricultural
community, we may have a better shot at moving if we can move
more quickly on these.

Now, I also recognize and stated the disappointment I had that
at one of their recent summits, I guess it was a year or two ago
in Berlin after the agriculture ministers agreed on cuts, one of the
heads of state came back and outflanked them and refused to do
it.

So, at the end of the day, it is partly leverage we can create
through the international trading system to try to get the Euro-
peans to do what is smart for themselves, which is to quit spending
a bunch of money to overproduce and then have to pay people to
sell it.

Senator CONRAD. Let me just say to you that I have absolutely
no confidence that they will change without leverage by us. None.
Zero. I have heard this siren song for years, that they are about
to break the bank. I can tell you that, in hours and hours and
hours of discussions I have had with their leaders, they have got
no intention of changing. None. Zero. They are not going to without
leverage.

The only leverage that I can see is exactly what we did in the
cold war, we built up to build down. If we do not buildup, all the
rest of it is going to be just kind of smoke and nothing is going to
happen.

Finally, if I could ask a question, Mr. Chairman, on the Section
301 investigation that is occurring now with respect to Canadian
wheat. Will you support that investigation?

Mr. ZOELLICK. Well, I believe the investigation was launched,
and I certainly support its continuation to learn what it produces,
and in fact to bring this back to the global round, in your discus-
sion of the durum wheat issue.

What I have been able to understand, a lot of this goes back the
Canadian Wheat Board and the question of what practices it has,
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how they work, and how a monopoly operates. Frankly, that is one
of the issues that I believe is very much on the U.S. agenda, if we
are able to get a global round launched.

So in that context, the 301 might be very useful in trying to iden-
tify some of these practices that we could pursue in negotiations.

Senator CONRAD. And if I could ask you publicly what I asked
you privately, and that is, if you would be willing to come to North
Dakota at some point, probably in mid-February, to talk to our pro-
ducers about the challenges that we are facing.

Mr. ZOELLICK. Senator, you would not respect my ability as a ne-
gotiator if I did not say I would be pleased to come, but I would
like to negotiate on the month. [Laughter.]

Senator CONRAD. All right. I look forward to your visit.
Mr. ZOELLICK. Thank you.
The CHAIRMAN. The next person is Senator Rockefeller, then

Senator Kerry.
Senator ROCKEFELLER. I will be brief, Mr. Chairman.
First, I would ask consent to submit some written questions,

which in fact have nothing to do with steel, but have to do with
Japan and Asia trade, so that Mr. Zoellick can answer those in
writing.

The CHAIRMAN. Yes. We would like to get answers to these so we
can move on with your nomination, so if you could answer those
quickly we would appreciate it.

Mr. ZOELLICK. I will do my best.
[The questions appear in the appendix.]
Senator ROCKEFELLER. My question is really in the form of a

plea. Kent Conrad just showed some charts in which he talked
about $38 per acre subsidy, and then I go and think of the $60, to
$70, to $80 billion that steel has spent to modernize itself without
one government dime, ever, ever, ever, ever.

Now, there has been one program which has been passed which
has not functioned because it meant to be a steel loan guarantee
thing, but it does not work because, although the government guar-
antees 85 percent of the loan, because of the condition of the steel
industry no bank will pick up the 15 percent. So, in effect, it does
not exist.

So to me, the subject of leverage has come up. What is inter-
esting, is that when you go back to some of the earlier hearings we
had with other nominees, maybe I talked about steel, maybe some-
body else, but here you have had a whole panoply from both sides
of the aisle talk about steel, and for a reason.

We import two-thirds of our oil and it drives up our trade deficit,
and nobody really says much about it. But there is one thing that
is certain, and that is there would never be anybody who would
say, oh, the Middle East can supply it all, or other parts of the
world can supply it all, why do we not just let them do it all and
we will just give up our production? That would never happen. But
that is what is happening with steel, which is not like Toys R Us.

I mean, steel is a rather different kind of industry. It is not even
like aluminum, it is more fundamental. It is the Dick Chaney visit
to Weirdon Steel, saying you cannot have a defense industry with-
out steel. That has been used to much, that people stopped hearing
it, but it indicates the different nature of it.
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So to me, leverage starts, for the United States, with clarity
within the administration. Yet, you say, well, I need to know what
the steel producers think. Well, they have all signed a letter to the
past President endorsing 201. You will never find unanimity on
anything.

You will be faced, when it comes down to it, I would suppose
with certain cabinet members, if you, let us say, are pushing for
201. You will be faced with, oh, but this does not work right now
because we have this crisis in Southeast Asia, or Northeast Asia,
whatever, and there will be different reasons that will be brought
in.

I will say to you what I have said to a couple of others. I think
everything comes down to the intensity and the quality of fire in
the eyes of the U.S. Trade Representative, how much of an advo-
cate for a responsible, but fair, solution for something called a steel
industry is represented by somebody whose full-time position is in-
volved with trade?

Now, you do not do dumping, you do not do countervailing duties.
I understand that. But if you are an adamant advocate of 201 be-
cause you have come to believe that it’s the best way to make sense
to rationalize and save what is possible of the 50 percent which
still remains of the steel industry, which is in bankruptcy, then you
can make a tremendous difference, Mr. Zoellick.

You have the background and the experience which, in many
ways, far outweighs many of the folks that you will be arguing
with, fellow cabinet members, because of your tremendous inter-
national experience and your tremendous trade experience. You are
very, very deep in knowledge.

I would just ask you, plead with you, to use the force of your
brain, of your knowledge, of your power, and your advocacy, if you
believe in something like a 201, if you believe in something like the
steel industry means something for this country, that you really
fight for it.

Mr. ZOELLICK. Senator, let me just make three points. One, is
that by talking about discussions, I was not trying to dodge, I was
trying to say to learn more, because I certainly need to get smarter
on a lot of aspects of this.

By referencing the fact that I knew that there were some dif-
ferences wasn’t to say that I was trying to avoid it, I was just say-
ing that I’ve heard that and I’ve got to find out why.

Second, I may or may not be an effective advocate, Senator, but
I am usually a forceful one. So, I will certainly, if I am committed
to a course, will certainly argue my case.

The third point, is having had the opportunity to serve in govern-
ment a number of times before, I think what is most effective is
if one builds the coalitions and makes it administration-wide. I
think one of the things that has been interesting over the past 3
or 4 weeks is the discussions that you and your colleagues have
prompted. I have been talking with Secretary O’Neill about steel
issues.

So I think you got the sense from Secretary O’Neill’s response
about willing to be quite serious and looking about how to deal
with what is a very serious problem.
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I think the best approach would be if the three of us, and others
involved, can try to come up together and have a unified idea on
how to deal with this. In the course of this, you can be certain that,
as I have already told you, that I think 201 has to be closely exam-
ined. I do not know for sure whether it is the right solution, and
part of it will depend on what the industry and the unions are will-
ing to do.

But, as I have mentioned, I have always thought that this could
be a very important element of dealing with this industry’s prob-
lem, and perhaps some others’ too.

Senator ROCKEFELLER. Thank you.
The CHAIRMAN. Senator Kerry?
Senator KERRY. Mr. Chairman, thank you very much.
Mr. Zoellick, as you know, a lot of small businesses are actually

in a pretty decent position to benefit from trade. Fifty percent or
more of the jobs in this country are small business-related, and al-
most all of the growth comes from small business.

But there is very, very little analysis or capacity for analysis of
the impact of any particular trade agreement or trade regime on
small businesses. I am the Ranking Member of the Small Business
Committee; Senator Snowe is on it, Senator Grassley has been on
it.

I think all of us share an interest in trying to figure out whether
there is a way for you to perhaps go as far as creating a deputy
or some position within the trade formally recognizing the need to
factor small business impacts and potentials into the negotiating
process.

Mr. ZOELLICK. Senator, I think that is a very interesting idea. I
know that the topic of small business and trade came up with Sec-
retary Evans in his hearing, and I think, at least from what I could
see in reading the transcript, there was an interest in what the
Commerce Department could do to improve its capabilities to pro-
mote exports.

Frankly, what you are saying fits exactly the logic and the strat-
egy I have tried to outline about building support for this, so I
would be pleased to work with you, and I imagine ultimately the
appropriators, to see what we can do on that.

Senator KERRY. Well, I am confident that the Chairman and oth-
ers would be very supportive of that effort. If you would embrace
that, if there were an Assistant U.S. Trade Representative position
that specifically encompassed small business, I think we would,
frankly, do a lot better and we would be fighting for the folks who
normally do not get as much advocacy as they might, but who are
terrifically important to us, also, a base of support, I might add,
that will be critical to people’s reactions to the outcomes of what-
ever it is you achieve.

Similarly, if I could raise another issue with you, in 1999 the
Clinton Administration issued an executive order promising that
the United States was not going to retaliate against sub-Saharan
African nations and other countries that imported or licensed life-
saving drugs to address the AIDS issue as long as the countries did
so in compliance with the WTO agreement on trade-related intel-
lectual property rights.
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There has been some rumbling, and I do not know if this is accu-
rate or not, that the Bush Administration is thinking of retreating
from that executive order, and that would obviously have a dra-
matic impact on AIDS patients in Africa and elsewhere.

Can you comment on what your attitude specifically would be
with respect to that order?

Mr. ZOELLICK. I can only give you my sort of initial under-
standing of this issue, Senator. I would be pleased to follow up.

This obviously invokes the whole question of intellectual property
which, as you know, as you even mentioned in the context of small
business, is extremely important for the United States because it
is one of our great competitive advantages.

I suspect one of the questions that it raises, is that while in the
Uruguay Round we pressed very hard in the TRIPS negotiations to
add intellectual property protection, that in many cases we have
also sought stronger protections. Indeed, the Congress passed the
Special 301 provision that I talked about to try to get stronger pro-
tections for intellectual property.

This is one of those issues, again, where for the countries them-
selves, for their investment and to bring in the right type of busi-
ness, they want to try to offer the protection.

I realize that the AIDS case is an extraordinarily sensitive one
in terms of trying to deal with this, as I believe the pharmaceutical
companies do as well. My one caution as I look into this—and I
start with no bias, I am just giving you my view on this—is that
I have dealt with this issue in other contexts and I want to be sure
that the pharmaceutical subject is not used as the fall guy for other
problems because, as I have seen with a number of these countries,
some have developed extraordinary programs—my recollection is
Thailand, Senegal, and I think Uganda have.

It really requires a commitment by the government for preven-
tion, some early health measures dealing with pregnant mothers,
with children with AIDS. This does not have to be hopeless. Things
can be done to deal with this.

Now, some of the drugs’ patents, frankly, have already expired
on them, but others may be part of this category. I do not know
for sure what has to be part of that. I am certainly well aware of
what a huge problem this is, not only for individuals, but for coun-
tries and for the world as a whole, so we need to try to tackle it
in this combination of matters. So, I just know about the executive
order, and these are my initial thoughts on it, without starting
with a prejudgment.

Senator KERRY. As usual, you encompassed in your answer pret-
ty good sensitivity to the issues that are in balance here, so I obvi-
ously would hope you would be able to do that.

Mr. Chairman, I have two more questions. I do not know if we
have time, given the number of Senators at the dais here. Do I
have time?

The CHAIRMAN. He had one question.
Senator KERRY. Well, he is the Ranking Member, and I obviously

would yield to him.
The CHAIRMAN. He probably would let you finish, if you are going

to finish in a little while.
Senator KERRY. Yes. I just have two quick things.
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The CHAIRMAN. All right. Go ahead.
Senator KERRY. But I would be perfectly happy to wait.
Senator BAUCUS. I am keeping Chief Bosworth waiting in my of-

fice. I would just be very brief.
The CHAIRMAN. If you choose to go first, obviously you have the

right.
Senator BAUCUS. Mr. Zoellick, I was a little concerned when I

saw that Presidential economic advisor Larry Lindsay was quoted
as saying, ‘‘The Bush Administration would tolerate a rise in Amer-
ica’s trade deficit with Japan if Japan began to take policies that
would help it emerge from its recession.’’

Question. Is this the view of the Bush Administration?
Mr. ZOELLICK. I do not know this statement and I do not

quite——
Senator BAUCUS. Well, I just told you what it was.
Mr. ZOELLICK. But here is what I do not understand about it,

Senator. If Japan takes policies that are going to deal with its re-
cession, it is going to start to grow and it is going to start to buy
more, so that should start to reduce the deficit.

Senator BAUCUS. Oh, no. That was not the point. The point was,
we would be less concerned, we would tolerate it as a first step, as
a quid pro quo, if Japan were to then begin to undertake actions
that would help it emerge from its recession. The point was, the
United States would lead first by saying this trade deficit is all
right for a while.

Mr. ZOELLICK. Let me make what is, at least in my mind, an im-
portant distinction. Unfair barriers to trade and to U.S. exports are
never acceptable. We talked about rice and others. I think these
are going to be critical areas for Japan for us to try to open mar-
kets, and frankly for their own good. One of the reasons they have
been stumbling for 10 years is that they have not deregulated and
opened up the economy.

When you talk about a bilateral trade deficit, this is significantly
a function of the fact that their economy has been in the tank for
10 years and that they are not growing, and that we are. So when
one says ‘‘tolerate a trade deficit’’——

Senator BAUCUS. Well, with all due respect, and you know this,
Mr. Zoellick, it is also because the Japan has very strict trade bar-
riers, Financial Services Insurance, and others. So, it is not just
that we have been buying and that they have got a recession, it
is also that Japan has very high trade barriers to American busi-
nesses and industries.

Mr. ZOELLICK. I agree. That is why my first point to you was
that we do not tolerate the trade barriers, which is different to me
than a trade deficit.

Senator BAUCUS. But Mr. Lindsay’s comment seemed to imply
that we would.

Mr. ZOELLICK. I cannot speak for Mr. Lindsey.
Senator BAUCUS. Well, what is your view?
Mr. ZOELLICK. About tolerating trade barriers or trade deficit?
Senator BAUCUS. Going first and tolerating the trade deficit, and

telling Japan that, if Japan would on its own undertake actions
that would turn this recession around.
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Mr. ZOELLICK. I do not believe we should tolerate trade barriers.
Second, I do believe it is in Japan’s interests, and our interests, for
them to take the appropriate steps, which they have not been tak-
ing, to deregulate the economy, go beyond spending packages and
go beyond their monetary policy.

I believe, and this is the reason I am trying to focus on this, Sen-
ator, the steps they would take to get their economy moving again
should also open up their economy, because the lack of trans-
parency, the anti-competitiveness, the barriers, these are some of
the reasons why Japan has now been stuck.

So that is where I think we should focus, and I think that will
help them grow and it will also help us have trade access. So that,
at least, is my view on where we should go.

Senator BAUCUS. I would just sum up with a general point. You
are very knowledgeable, you have deep experience in other depart-
ments. I just hope that you do not succumb to the siren song, par-
ticularly in the State Department, of sort of coming to some gen-
eral worldwide agreement in how to manage the world to the det-
riment of the American people.

I sense that often the State Department and others are more
concerned about their general grand design and coordination of
countries, forces, and dynamics, and so forth, and forgetting that
they are Americans, first.

I am not advocating economic nationalism. I am not advocating
a policy where it is our way or no way. What I am saying, and I
hope you forget all that has passed and you remember that you are
an American, and an American first, so when you passionately ad-
vocate your point of view in the councils of this administration,
that that point of view that you passionately advocate is one that
is for the American people and not part of some big, grand State
Department design.

Mr. ZOELLICK. Well, I will certainly do so, Senator. I would like
to think that I could actually build on that other experience. I hon-
estly think that by knowing more about how that process works in
our country and others, that I might be able to be more effective
in terms of trying to get things done.

Senator BAUCUS. I look forward to working with you. Thank you.
Mr. ZOELLICK. Thanks.
The CHAIRMAN. Senator Kerry?
Senator KERRY. Thank you very much, Mr. Chairman.
Mr. Zoellick, let me bring up three things quickly, if I can, but

I think they are critical. The reason I wanted to stay a little longer
and have this dialogue with you, is that I think the next round and
our approach to it is really going to be more critical than what has
gone before.

There are many people who believe that the WTO itself is sort
of a test now in a way that it has not been. Globalization is the
new word that is being used to describe the current cultural/polit-
ical/economic invasion that is taking place in a lot of countries. Be-
cause of technology, we feel the global aspects of it more, but really
it is an old process. There is nothing new about it at all. It has
been going on for several hundred years or more, centuries, just at
a different rate.
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What is happening today, when people talk about new things like
the digital divide and other divides, really, the digital divide is the
industrial divide. It is just that countries missed the Industrial
Revolution, and now they are missing the Information Age Revolu-
tion. The gap grows larger.

This is really the dilemma that we face as a Nation as the lead-
er. We are the chief consumer. At the meetings in Damos, what I
found interesting, there were several hundred business leaders,
government leaders, ministers of trade, ministers of finance, prime
ministers, others, all seated and talking about the future.

One of the most important things they all thought was needed
for a world economic soft landing, not to have a hard landing which
has global impact, was for the Federal Reserve. They were all fo-
cused on the U.S. Federal Reserve reducing interest rates, obvi-
ously, so we would continue to consume, because we drive their
economies by our consumption.

So as I listened to the Ranking Member talk about, remember
you are an American first, there is a new definition of our role in
the world because of the interconnectedness of these economies,
and you are very well aware of this. The up-side story on free trade
has not really been told very well.

The Dominican Republic is the fastest growing country in the
world today. Why? Because they are able to export, because they
have been able to take advantage of trade, as have other countries.
Standards of living, increase in wages, freedom of movement, free-
dom of travel. There is a whole up side that does not get told.

We obviously hear very dramatically about the down sides, and
we feel them as politicians because they are our workers, they are
our fellow citizens, they are our neighbors, and some of them are
going to take out that vengeance at the polls.

So we have got to find a balance here, and that job is really going
to fall to you and your colleagues as you go into the next round.
Now, where you go with fast track, I think, is going to be critical
to this administration’s success or failure on this. Again, the pro-
clivities I am hearing are ‘‘to send it up here quickly.’’

I would caution you against sending it up here too quickly. The
Tokyo Round, I think we took about 15 months of negotiations be-
fore fast track was actually passed. With Reagan, in 1988, I think
it was about 2 years of negotiating that took place before you fi-
nally had fast track put in place.

There is no rush. There is no reason not to take 2, 3, 4, 5 months
to work with many of us up here who have voted for fast track, like
myself. I was the last person. I was the only person in my delega-
tion last time to vote for fast track, and that has been reducing in
my delegation, as it is in other places around the country, because
of the tensions that are growing over the confrontation within the
trade regime.

So my hope is that you will work with us on the labor and envi-
ronment issues to see if we cannot find some different approaches.
Let me be specific.

I recommended several days ago—again, I am sorry to take time,
Mr. Chairman, but I want to put this out here on the record—I
have been part, now, of the full 10 years of the Kyoto discussions.
I was in Rio and Buenos Aires, in Kyoto, and in the Hague. I have
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watched the tension grow between the less-developed countries and
developed countries and the question of who is going to belly up
first and who is part of a global solution on this.

Increasingly, the less-developed countries view our efforts to get
them to be responsible, i.e., to implement environmental standards,
as part of a western conspiracy to hold them down and prevent
them from sharing in the mainstream economic up side.

The reason I say that to you is simply because the same dynamic
is now entering into the negotiating process of the next round on
trade, their willingness to sort of accede to some of the cross cur-
rents internationally that are being raised about labor standards
and about environment.

In my judgment, the best way, because of the trillions of dollars
of wealth that have been created in the last 10 years, because we
are a country looking at a $5.9 trillion surplus over 10 years, about
$2.2 trillion after you take Social Security and Medicare and set it
aside, they do not understand why we are only putting $12 million,
which is what we did last year, into the global environment facility
under the United Nations in order to try to help them deal with
state-of-the-art and the environment.

I believe the only way we are going to keep the glue together in
WTO and adequately set up a dual-track process, is for the United
States to step up and get the larger trading partners to join in the
creation of a very significant trading partner environmental devel-
opment fund—I am talking about, in the billions of dollars, perhaps
$10 billion or so to start—as a means of partnering and providing
grants to corporate and governmental entities to embrace the state-
of-the-art environmental technologies and technical capacities that
we could bring to them, but which we do not, and which gives them
no sense of our willingness to do anything except profit from the
up side of ‘‘globalization.’’

So I wonder if, as you approach this very complex and demand-
ing task of negotiating the next round, as well as the bilaterals you
will be called on to negotiate, you would envision either something
like that fund, or is there some other methodology that you have
thought through which you think will ease these tensions and help
us to put the trading regime into a better light and diminish the
kinds of movements that are growing in opposition to it?

I am sorry that was a long preamble, but I wanted to kind of lay
it out.

Mr. ZOELLICK. It is a very interesting question, Senator. Let me
just try to make four points. I look forward on other occasions to
talking to you about it at greater length.

One, the reason I found Chairman Greenspan’s statement about
globalization so interesting, is that if you actually go back and look
at the numbers you see that the history of the past 50 years has
really been to recover the loss of the first 50 years, the disaster of
the Depression and two wars. I think a lot of people do not recog-
nize the degree of integration of the world that took place in 1900
and what we lost by making the wrong choices earlier in the cen-
tury.

That leads me to the second point. I very much agree with you,
and that has been the thrust of my remarks today, I think we are
at a critical point on where all this goes for the United States and
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the international system. That is why I have tried to present my
views as not simply saying, oh, well, we want another fast track
authority. I am trying to say, these are big choices. Trying to call
it a trade promotion authority suggests we need to think about this
in a different way.

I have tried to suggest that I and others want to be open to ideas
in terms of how we pursue this, because to me, the best legacy for
you and your colleagues, and me and the administration, would not
be just to run something through by a few votes, but to try to re-
build what we had 40 or 50 years ago about a broader basis of sup-
port and a broader bipartisan coalition.

Sitting here today, I do not know for sure whether that can be
done. But I am committed with you to try to do that, and that is
why I am trying to reach out to other groups to get their views.

The third point about this, is that, as you mentioned, the devel-
oping countries. This is why, in a sense, the negotiations are par-
ticularly sensitive, because some of what some of the people want
in the United States in dealing with labor and environmental
issues are going to chase away the developing countries.

They see this much more skeptically than some of the people in
the United States have talked about, sometimes with good reason,
sometimes just that of not understanding or anxiety about the cost.

So we are going to have to thread a needle here in terms of how
to try to bring them along. That is why, as I have talked about
some of these agreements, and even in the Jordan one, as I men-
tioned, on its face there is a lot that is attractive. I want to make
sure that, as it is applied and what it opens up, that it does not
become a land mine here that causes problems elsewhere.

As for the specific suggestion that you mentioned, it is inter-
esting. A few years ago, I actually had supported the creation of
the GEF, in part, for this context. I tend to be a fiscal conservative.
I am not big on spending huge amounts of money.

One thing I noticed in the Financial Times today that struck my
interest, was that the World Bank chief economist was stressing
the role that the World Bank could play in terms of trying to pro-
mote trade.

Ten or 12 years ago when I was at the Treasury Department, we
had to drag the World Bank into environmental lending, and I
think that may be another way in which we can try to connect this
to try, as you say, not to just make this as the United States or
others telling under-developed countries, you have to do this or you
have to do that, but explain why it is in their interests.

As I mentioned, I think to Senator Baucus earlier, for the long-
term success of this we have to plant the roots in these countries.
It cannot be forced by the gringoes from the north or another
group. It has to have its own interests. Some of the things that you
are suggesting strike me as the best way to do that.

Fourth, and finally, in terms of the discussion about trade pro-
motional authority. Sitting here today, Senator, I have no par-
ticular timeframe in mind, other than the fact that I think it is im-
portant to move for precisely the reasons you mentioned. The world
is watching. You know how administrations work. What we are
able to accomplish early, and then proceed, will be very important
in terms of the signal it sends and what we can try to get done.
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We have got the Quebec City summit, we have got the WTO nego-
tiations. I think basically, and this will fall primarily on me and
my colleagues, working with you, that we have to run the balance
here.

I think we want to move expeditiously, but certainly, if we are
going to try to accomplish the things that you and I are discussing
here, it has got to be based on broad consultations that are contin-
ued, and an honest sharing of ideas. When I am talking about con-
sultation, I am not just saying I want to listen to what you have
to say. I want to try to mix it up here intellectually.

Senator KERRY. Well, I think it is critical to try to embrace some
of that. I am not one of those who is arguing that the WTO is the
right place to be actually negotiating some of that. Clearly, what
the WTO can achieve and the confidence with which it goes for-
ward will be dependent on the truth, the reality perception people
have about what is on the other side.

Now, in Seattle it was agreed that people were going to move for-
ward to try to figure out how to do the labor piece and the environ-
mental piece. Well, there has been a deafening silence.

That is going to create enormous leverage for those who—some
of whom have pure protectionist instincts, some of whom who have
pure isolationist instincts—do not want this to succeed.

I think if you do not reach out in this way to say, here is what
the dual track can be, here is how you can achieve, here is how we
can make trade beneficial to the environment, the way it is going
to be beneficial to the environment in a less developed country,
whether it is the maquilladora plants or some other place, is for
them to be able to say to people, if we have increased trade, and
if we have some new plant here, it is going to be a state-of-the-art
facility, and we know it can be a state-of-the-art facility because
here is this fund that is going to help us to put in what we cannot
afford to do ourselves.

Now, that is an up side benefit to trade. That begins to put the
so-called human face on globalization that everybody has been talk-
ing about for four or 5 years, but is not happening.

On the ILO piece, it is interesting, the right for freedom to as-
sembly and the right to organize have been on the U.S. Senate’s
agenda since 1949. We who always talk about these rights have
only passed, or adopted, or ratified, some 12 of whatever it is,
about 200 or so ILO standards. So our hands are not so clean as
we run around talking about how this is going to work.

In a country like India where the choice for some of these young
kids is whether they may be involved in prostitution or subject to
trafficking or drug problems, is in some cases working, but is not,
I might add, if you read the front page of the New York Times,
such a strange thing, as we see a whole lot of kids in America who,
at age 17, are working so many hours that they are not doing their
homework and their school suffers.

So there really are some very sensitive things to try to work
through here. But the WTO, all the transparency issues and ac-
countability issues, et cetera, are critical to doing that.

A final question, Mr. Chairman, and thank you. This will be very
quick. Thank you for your indulgence.
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You were part of the Trade Deficit Review Commission and the
Republican commissioners took a pretty strong position in favoring
ILO cooperation. It said, ‘‘The ILO has adequate authority to au-
thorize actions against nations in violations of labor standards.’’

Last year, the ILO took an historic step and called for sanctions
against Burma, charging that country with widespread and system-
atic use of forced labor.

U.S. apparel imports from Burma are growing at a rate of 100
percent per year, and many factories in Burma are producing ap-
parel for export that are jointly owned by members of the govern-
ment in Burma, which continues to oppress, Ansang Suchi, and
continues to be a government that avoids all opening. It is really,
to some degree, worse even than North Korea today, and less indic-
ative of a willingness to change.

Would you support a ban on U.S. imports from Burma, and
would you consider that this is the kind of area where we should
work with our friends internationally so there is a multilateral re-
sponse to this kind of activity from a country that remains so far
outside of the mainstream of the community of nations’ behavior?

Mr. ZOELLICK. Senator, I apologize. While I know something
about the Burmese regime, I am not familiar with the details of
that trade issue.

Let me try to address it in this way for you. I tend to be skeptical
of the use of unilateral sanctions, which is not exactly what you
asked, but I would just give you that as the premise.

Senator KERRY. No, I join you. I share that.
Mr. ZOELLICK. On the multilateral side, I think the question is,

what will be the likelihood of effecting change in the system? If it
is something that we can work, and again, I should mention that
I, at various ASEAN and APEC meetings, hit this issue very hard
about how I thought they were not serving themselves well by tak-
ing an easier view toward the Burmese regime.

What I would like to learn more about is the likelihood that we
would be able, as a group, to pressure them to change. I am not
adverse at all to looking and seeing if that would work, I just do
not know here, today, the likelihood of it.

Senator KERRY. Well, I appreciate that. I agree, the multilateral
is the key. South Africa worked because it was multilateral, and
I think we have far too many unilateral efforts and they wind up
hurting us, in most cases, in a lot of different ways, losing influ-
ence as well as losing business.

But I do think we need to take a stronger leadership position
with our friends and allies in pointing out how this affects the glob-
al trading regime and how it affects the overall attitude of other
countries with respect to the growing sense of this gap between the
haves and have nots, and the struggle people are having with cre-
ating some kind of a fairer playing field, if you will.

So, I wish you well in this. You are extraordinarily well-versed
in it. I welcome your arrival and look forward to really working
with you in it. I hope we can find a great deal of cooperation be-
tween us. These are American interests, not Republican or Demo-
crat interests, and they ought to be areas that we can really find
some support.
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If we could bridge the gap here on some of the ideological issues
that have traditionally divided us, I think the United States could
be a much stronger force in bringing some of our allies who tend
to sort of sometimes act very individualistically on this to the table.
So, thank you, and good luck.

Mr. ZOELLICK. Thank you, Senator. Just a final word. I know
that all of you have been very patient.

I very much agree with the strategic view. I appreciate what you
have set out today; indeed, I am encouraged by it and want to work
with you.

But also, frankly, as both our comments suggest, this is a big,
new venture and there may be others that you think are important
that I and my colleagues should talk to, and I would be very
pleased to do that.

The whole thrust, to me, is if we are going to be successful we
have to try to make the leap that you are talking about here. I do
not know for sure how to do it. I have got some ideas, but I know
many others do, too.

Senator KERRY. Mr. Chairman, thank you so much. I appreciate
it.

The CHAIRMAN. Thank you, Senator Kerry.
I appreciate very much your responses. This is the end of our

hearing. I hope that we will be able to sit down with you and talk
about the things that Senator Kerry just discussed with you, and
the things brought up by the other members, that we will be able
to sit down, all sides, and in some so that we can get everything
on the table and see what the possibilities are.

Obviously, if we are going to make greater advances in reducing
barriers to trade, both tariffs and nontariff trade barriers, we are
going to have to give the President the authority to negotiate for
the Congress in this way, and get legislation that can be passed,
that will cover both regional as well as comprehensive worldwide
trade negotiations.

I assume that we now have all the necessary paperwork so after
answering questions submitted to you in writing, it would be my
hope, based upon discussions that I had with Senator Baucus, that
we could move very quickly on your nomination. I do not know
whether we will be able to do it yet this week, but early next week,
so you can assume your duties.

We look forward to working with you, and wish you well, and
hope you enjoy traveling around the world.

Mr. ZOELLICK. Thank you very much, Mr. Chairman. I really
look forward to working with you, in particular, and with all your
colleagues.

Just one last point that I think is reflected in everything I have
tried to say. When people ask me about my first priority, it actually
is to deal with the U.S. Congress to try to create this. I know the
history of the office, I know the importance of this relationship. I
know at times I will make mistakes and I know you will let me
know, which is what I need to know, but I want to try to get it
right so we can be successful together.

The CHAIRMAN. Consultation is the basis for Congress not giving
up any of its constitutional responsibilities in trade, and also to
make sure that you get the job done that is assigned to you.
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Thank you very much.
Mr. ZOELLICK. Thank you.
The CHAIRMAN. The hearing is adjourned.
[Whereupon, at 1:08 p.m., the hearing was concluded.]
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A P P E N D I X

ADDITIONAL MATERIAL SUBMITTED FOR THE RECORD

PREPARED STATEMENT OF HON. MAX BAUCUS

Mr. Zoellick, let me join Chairman Grassley in welcoming you to the Finance
Committee. I congratulate you on your selection by President Bush as the next US
Trade Representative. I will support your confirmation. I look forward to working
closely with you over the coming years as the Congress and the Administration con-
tinue building this nation’s trade policy. I look forward to your frequent appearances
before this committee, both in formal sessions such as this, and in informal Execu-
tive Sessions. I also look forward to frequent personal discussions with you.

Before I proceed, I need to comment on the recent dust-up over whether the posi-
tion of USTR would be downgraded in this Administration. I objected seriously to
this, and was pleased with the outpouring of concern by senior members of the Sen-
ate and House, along with representatives of the business community. Trade, now
equivalent to 27 percent of America’s GDP, is simply too important not to have a
prominent and equal place at the table when we deal with our nation’s global af-
fairs. I am very glad that President Bush confirmed that you would be a member
of his Cabinet and would report directly to him.

Along with all the members of this committee, I believe strongly that we must
continue to make progress on trade liberalization and open markets. Last year, the
Congress and the Administration worked successfully together on trade policy. We
passed PNTR, a monumental achievement. We passed legislation on trade with Afri-
ca and an enhanced Caribbean Basin Initiative program. We changed the Foreign
Sales Corporation, the FSC. We passed a Miscellaneous Tariffs Act. The US/Jordan
Free Trade Agreement and the US/Vietnam Bilateral Trade Agreement were signed
with both awaiting Congressional approval. Expanding trade in goods and services
is necessary to drive our domestic economy, as well as the global economy. We need
to build on the progress we made last year. But, trade liberalization must be done
in the correct way.

Let me outline briefly my expectations.
First and foremost, we need to rebuild the consensus on trade in this country.

Further progress on trade liberalization and opening markets requires a political
consensus, and that requires a public consensus. This means demonstrating to all
our citizens that trade and expanding markets contribute to their prosperity and to
a better quality of life. This means addressing legitimate labor and environmental
concerns in trade agreements. This means enforcing our trade laws, and using them
aggressively. And this means fixing the Trade Adjustment Assistance program so
that we can provide real assistance to displaced workers.

Let me state my view clearly and without ambiguity. During the Presidential
campaign, you and others made strong comments that it was inappropriate to ad-
dress environmental and labor concerns in trade agreements. This is not a political
issue. It is a substantive issue of importance to many members of Congress, includ-
ing me. If legitimate labor and environmental concerns are not incorporated into
fast track legislation, I will oppose that legislation and work hard for its defeat.

I believe that we must rebuild the consensus on trade before we will be able to
move very far on trade liberalization. This will take time, and I hope that the Ad-
ministration will work closely with Democrats and Republicans in the Congress to
ensure that we have the proper environment in which to make further progress on
trade.

As I look at the issues facing us in the first months of this year, I see five major
items.
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First, President Clinton sent to Congress the US/Jordan Free Trade Agreement,
along with implementing legislation. Jordan is a critical partner in our quest for
lasting peace in the Middle East, and this agreement will help bind our two nations
together. The agreement also recognizes that labor and environment issues can have
a place in trade agreements. We should move quickly to put this FTA with Jordan
into effect.

Second, the Administration should send the US/Vietnam Bilateral Trade Agree-
ment to the Congress soon. This agreement builds on the significant progress we
have made in our economic and political relationship with Vietnam over the past
decade. It requires major change in Vietnam’s own economic and trade structure,
serves as a precursor for their ultimate application to join the WTO, and will pro-
vide American business and agriculture with predictability and stability in the Viet-
namese market. After a year of wavering on the part of Vietnam’s leadership, they
finally signed the agreement. We need to put it into effect, while also looking how
to deal with legitimate labor and environmental issues down the road.

Third, I assume that President Bush will attend the Summit of the Americas in
Quebec in April. The major topic there will be progress on completing the Free
Trade Area of the Americas, the FTAA. President Bush has said he would like to
speed up the pace and complete the agreement by the end of 2003. I support trade
liberalization in this hemisphere, as long as it is done in the proper way. I urge the
President to tell the assembled leaders in Quebec that he plans to work closely this
year with Congress and interested groups throughout our society so that he can
offer a fast track bill for the FTAA that will receive wide support.

Fourth, America’s steel industry is in crisis. Congress, the Administration, steel
manufacturers, the United Steel Workers of America, and steel users must work to-
gether in the coming months on a lasting solution, using all the legal tools, includ-
ing trade tools, that we have at our command. We must move quickly if we are to
prevent irreparable damage to this sector of our economy.

Fifth, we are starting to put significantly increased resources into monitoring and
compliance of trade agreements. Once China enters the WTO, our ability to ensure
compliance will be challenged even more. We need an early assessment of moni-
toring capabilities in the Executive Branch to ensure that we are using these re-
sources as efficiently as we can. I hope you will initiate such a review and report
back to this committee.

We all want to maximize the advantages to our country, and to the world, that
expanding trade brings. The agenda I have outlined will ensure that.

I look forward to your comments and to the interchange that will follow.

PREPARED STATEMENT OF HON. JEFF BINGAMAN

Thank you Mr. Chairman. And thank you Mr. Zoellick for being here today. I
want to keep my comments short this morning, so let me make some quick observa-
tions and leave it at that.

I think the primary problem the Administration faces at this time on inter-
national trade is re-establishing consensus—both in the Congress and in the United
States—on how we should move forward over the next few years in terms of a trade
policy agenda. I think we have lost the support of a good majority of the American
people, simply in that they increasingly wonder what is in trade agreements for
them.

I understand the notion of why international trade is good for everyone. I under-
stand the notion of ‘‘a rising tide lifts all ships.’’ I’m not sure everyone in my state,
or the United States, does any longer. We have to fix that. We have to find a way
to get everyone on board again.

So from my perspective you face four immediate tasks as you advise the President
on international trade:

First, you will need to address the issue of persistent trade imbalances on the
part of the United States with the rest of the world. I understand that trade imbal-
ances are complex, and are related to larger macroeconomic issues of saving, invest-
ment, and exchange rates. But I for one still find it troubling that the U.S. trade
deficit with many countries continues to exist, this in spite of changes in those mac-
roeconomic variables over the years. I find it troubling that we continue to act as
the market of last resort for the international community when other countries
should be playing a more significant role by opening their markets. Furthermore,
from my perspective, our country should be doing more to monitor and insist compli-
ance on existing trade agreements. I will have to be convinced by the Administra-
tion that we should broaden NAFTA until we figure this issue out.
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Second, you will need to determine how to address labor and environmental
issues, both in bilateral agreements and in a new WTO round if it ever occurs. I
do not think that this is an issue that will go away, and based on some of the prob-
lems we have along the U.S.-Mexico border, I don’t think it should go away. Signifi-
cantly, although some on this panel might disagree, I don’t think you will get fast-
track authority—and I doubt if you will get the Congressional coalition you need to
move forward on the Free Trade Agreement of the Americas—until you integrate
these concerns into U.S. trade policy.

Third, through your position as U.S. Trade Representative you will need to rein-
force programs that allow U.S. workers to obtain employment when they lose their
job. I know this is not the responsibility of the U.S. Trade Representative per se,
but it relates directly to your over-all goals. From my perspective, it is a ‘‘real people
in real communities’’ issue that needs to be dealt with openly and pro-actively by
the Administration. I know you were a member on the U.S. Trade Deficit Review
Commission, and I know you and the other Commission members agreed with this
assessment. From what I can tell, it was the only point that you all agreed on. With
this in mind, I ask that you to use your influence with the Administration to assist
Congress, and the Finance Committee in particular, in making serious reform to
trade adjustment assistance programs.

Finally, I think you have to alleviate concerns about effective governance by the
WTO. I think much of this problem can be solved by increasing transparency and
expertise as it relates to the dispute resolution process. But the issue itself reflects
a larger concern—both in the international community and in the United States—
about the equity and efficacy of the WTO and, perhaps more importantly, the capac-
ity of international trade agreements to contribute to our national interest.

Let me emphasize that I think you are extremely qualified for the task at hand.
You have been active in U.S. trade policy in the past and have the respect of the
international community. I think you will make an excellent U.S. Trade Representa-
tive. Based on what you have written on the subject, you clearly have strong opin-
ions about where we should be going with U.S. trade policy over the next few years.
But that said, I want to raise a couple of specific questions with you during the
question and answer period, as to whether your opinions are shared by the Presi-
dent, and what the priorities of the Administration will be down the road.

Thank you, and I look forward to the discussion.

PREPARED STATEMENT OF HON. CHARLES E. GRASSLEY

I want to welcome my colleagues to my first hearing as chairman of the Finance
Committee and the first of what I expect will be a series of discussions on the U.S.
trade agenda. Today, we will review President Bush’s nomination of Robert Zoellick
to be the United States Trade Representative. But, I view this as the beginning of
a process of building a political consensus that will allow the United States to re-
claim its leadership role in the international trade arena.

Let me begin by reiterating how important I think the USTR’s position is to farm-
ers, firms, and working men and women across the United States. I also want to
set out my expectations regarding the conduct of our trade policy and the Finance
Committee’s role in that process.

There is no doubt that trade is critical to the American economy. Throughout the
past decade as much as one-third of all our economic growth has been attributable
to exports. Trade has helped keep inflation low and has spurred competition and
innovation in the American marketplace. Trade has also created good, high-paying
jobs, with export-related employment paying 15 percent above the prevailing wage.

In my home state of Iowa, trade is perhaps even more important than it is to the
rest of the country. A significant share of every farm’s produce in Iowa is now des-
tined for overseas markets. Firms like Rockwell International in Cedar Rapids man-
ufacture products that are world leaders in aerospace technology and depend in-
creasingly on international markets for a substantial share of their sales. Insurance
providers in Des Moines now market their products throughout the world and rely
on the expanding overseas market opened by trade agreements for future growth.

I am certain that every senator on the Finance Committee has a similar tale to
tell about the importance of trade and investment in their state. The importance
of trade to our constituents is one of the primary reasons why the Finance Com-
mittee and the Congress created the position of the Special Trade Representative
in the Trade Expansion Act of 1962. Congress was motivated by a desire to make
sure that U.S. trading interests were not sacrificed for broader foreign policy goals
and the American trade agenda would have a strong advocate who was close to the
President and could speak for him in international negotiations.
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The time when the United States was prepared to sacrifice its trading interests
to the broader foreign policy goals of maintaining the NATO alliance or a regional
balance of power in Asia is long past. Now, expanding trade and encouraging free
markets are properly seen as among the primary instruments of our foreign policy
and bulwarks in support of American interests abroad. An aggressive trade policy
and the advocacy of American trading interests is consistent with a forward-looking
foreign policy, not in conflict with it.

I am pleased that the President has maintained the USTR’s cabinet rank. I think
that sends an important signal to our trading partners of the role trade policy plays
in the President’s thinking. But, I think that it was an equally important statement
of the relationship the President wants to establish with Congress on trade matters,
which brings me to my expectations of how trade policy ought to be conducted.

First and foremost, Congress holds the constitutional responsibility for regulating
our foreign commerce. As Chairman of the Finance Committee, I take that responsi-
bility seriously. Unless the President and Congress are on the same page trade-wise,
we will not be able to assert the country’s interests on the international stage. That
means that Congress—and the Finance Committee in particular—is a full partner
in this enterprise.

Second, in practical terms, that means that trade policy requires a high degree
of cooperation between the Congress and the President and an even higher degree
of consultation. One of the manifest failures of recent years in trade has been the
lack of close and continuing consultation between the President and Congress.
Frankly, rebuilding a strong relationship between Congress and the President on
trade is the first and most important challenge the USTR will face. That process
begins right here with the Finance Committee and our counterparts in the House
on the Committee on Ways and Means.

While I expect that you will hear regularly from us, I want you to know that this
is a two-way street. We need to hear from you on a regular basis as well. You need
to make us aware of the challenges you face in order to ensure that we can play
our role in shaping our trade policy response. Many of our foreign friends frequently
voice concerns about Congress’ role in the trade policy process, but in my experi-
ence, Congress generally steps in when it feels the Administration is not attending
to business. There is an easy solution to that problem, and that is keeping us in-
formed every step of the way.

Third, as Chair of the Finance Committee, I intend to look to the United States
Trade Representative, as the President’s principal spokesperson on trade, to be an
aggressive advocate for American trading interests. Along with the honor of serving
as USTR, however, goes the accountability for achieving measurable results. Our
trading partners have not waited while the United States has been forced to sit on
the sidelines in recent years. They have forged ahead to create alliances and trading
ties that do not include the United States. We need to get back in the game, and
the USTR’s office is where that must happen.

Take the Free Trade Area of the Americas, for example. The FTAA is the single
most important economic and trade initiative we have undertaken with Latin Amer-
ica since President Kennedy launched the Alliance for Progress in 1961. Latin
America is our fastest growing regional trading partner. About 46 percent of all the
goods manufactured in this country are exported to our own hemisphere. Yet, de-
spite the obvious importance of the FTAA, there is little real progress at the negoti-
ating table.

We will face many other important trade challenges this year—challenges like
launching a new round of WTO trade negotiations, renewing the President’s fast-
track trade negotiating authority, completing the process of China’s accession to the
WTO. In each case, the United States Trade Representative will play an indispen-
sable role, both in terms of formulating policy, and making the process work.
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[SUBMITTED BY SENATOR KYL]

THE WHITE HOUSE

WASHINGTON

September 12, 2000

Dear Mr. Leader:
I want to commend you for commencing debate on H.R. 4444, which would extend

Permanent Normal Trade Relations to the People’s Republic of China. This crucial
legislation will help ensure our economic prosperity, reinforce our work on human
rights, and enhance our national security.

Normalizing our trade relationship with China will allow American workers,
farmers, and businesspeople to benefit from increased access to the Chinese market.
It will also give us added tools to promote increased openness and change in Chi-
nese society, and increase our ability to work with China across the broad range
of our mutual interests.

I want to address two specific areas that I understand may be the subject of de-
bate in the Senate. One is Taiwan’s accession to the World Trade Organization
(WTO). There should be no question that my Administration is firmly committed to
Taiwan’s accession to the WTO, a point I reiterated in my September 8 meeting
with President Jiang Zemin. Based on our New York discussions with the Chinese,
I am confident we have a common understanding that both China and Taiwan will
be invited to accede to the WTO at the same WTO General Council session, and
that Taiwan will join the WTO under the language agreed to in 1992, namely as
the Separate Customs Territory of Taiwan, Penghu, Kinmen and Matsu (referred
to as ‘‘Chinese Taipei’’). The United States will not accept any other outcome.

The other area is nonproliferation, specifically the proposals embodied in an
amendment offered by Senator Fred Thompson. Preventing the proliferation of
weapons of mass destruction and the means to deliver them is a key goal of my Ad-
ministration. However, I believe this amendment is unfair and unnecessary, and
would hurt our nonproliferation efforts.

Nonproliferation has been a priority in our dealings with China. We have pressed
China successfully to join the Non-Proliferation Treaty, the Chemical Weapons Con-
vention, the Biological Weapons Convention, and the Comprehensive Test Ban Trea-
ty, and to cease cooperation with Iran’s nuclear program. Today, we are seeking fur-
ther restraints, but these efforts would be subverted—and existing progress could
be reversed—by this mandatory sanctions bill which would single out companies
based on an unreasonably low standard of suspicion, instead of proof. It would apply
a different standard for some countries than others, undermining our global leader-
ship on non-proliferation. Automatic sanctions, such as cutting off dual-use exports
to China, would hurt American workers and companies. Other sanctions, such as
restricting access to U.S. capital markets, could harm our economy by undermining
confidence in our markets. I believe this legislation would do more harm than good.

The American people are counting on the Congress to pass H.R. 4444. I urge you
and your colleagues to complete action on the bill as soon as possible.

Sincerely,

BILL CLINTON
The Honorable Trent Lott
Majority Leader
United States Senate
Washington, D.C. 20510

PREPARED STATEMENT OF HON. JOHN D. ROCKEFELLER IV

Mr. Zoellick, I am glad you are here today to report on how you intend to handle
your considerable responsibilities as America’s chief trade negotiator. Never has this
position been more important given the need to both expand markets for U.S. goods
abroad and to defend domestic interests against unfair and illegal trade practices.
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You obviously have an extremely impressive resume, and are credited with having
made significant contributions to the resolution of some of the world’s most intrac-
table problems. As the incoming, and sure to be endorsed by the Senate, United
State Trade Representative, you face great challenges. Enforcing the China WTO
Accession agreement is one of them. But perhaps the toughest challenge of all is
to help truly demonstrate that America will indeed gain from increased
globalization—and to demonstrate that through your actions.

As you negotiate market opening agreements, you must remember that there are
hundreds of thousands of American workers and communities that worry they have
a lot to lose as our economy and globe transitions. Globalization is occurring as in-
evitably as the sun rises, and we therefore must position ourselves to benefit from
it to improve the quality of life for all Americans. Many people in my state are not
sure that they will profit from increasingly free trade or globalization. Just last
week, I was pleased to join Toyota in announcing they will now make Lexus engines
in West Virginia. That’s the Lexus and the Olive Tree operating right in Buffalo,
WV. More high-quality, high-paying jobs are something West Virginians under-
stand.

However, the inability of our steel industry to compete against imported steel
dumped on our market at illegal prices, despite our technological and productivity
edge, is something West Virginians don’t understand. They don’t understand when
we insist American steelworkers play by the rules of international trade, and yet
we don’t insist that our trading partners play by the same rules. We must see to
it that our trading partners do play by the same rules—or I believe we will lose
the support of the American people for continued trade expansions. That’s a big part
of your new position, in my view.

It’s not enough to have meaningful Trade Adjustment Assistance although we cer-
tainly must have a mechanism to help workers who are displaced. And I look for-
ward to working with my colleagues to improve how that program works in this
Committee as we reauthorize TAA this year. But I assure you that I intend to con-
centrate my energy and use every legal means to preserve good American jobs when
they are jeopardized by unfair trade and I am going to ask you for your complete
support.

We had a chance to have a good long talk about some of my concerns about trade
in general and the state of America’s steel industry, in particular. You know I am
deeply troubled that we may indeed lose our steel industry in the next several years
if there isn’t real leadership from the new President and fast. I have implored the
incoming Administration to initiate a 201 investigation and to do it today. I wrote
the President on this matter yesterday.

I am especially anxious to hear your thoughts on how we can truly enforce our
unfair trade laws and restore the confidence of Americans who question whether
their rights will be defended in pursuit of global markets. I believe the two go hand
in hand. We will see increasing resistance to free trade, whether it’s FTAA and fast
track authority for the President, Jordan, or any proposed agreement, if we don’t
prove we will fight for our own rights as leaders in global trade. I believe we can
do both. West Virginia shows us we face both danger and opportunity. Your job is
to both enforce the trade laws on the books—and, in my estimation, it is as impor-
tant for you to guard against the danger as it is to create the opportunity. I hope
you will bear that in mind as you undertake your new role.

I will have some specific questions about steel for you during my allotted time.
You know I wish you the best, and am grateful you are willing to lend your talent
to this critical post in our nation’s public service.

PREPARED STATEMENT OF ROBERT B. ZOELLICK

Chairman Grassley, Senator Baucus, and Members of the Committee:
I would like to thank each of you for taking the time during a hectic period to

talk with me individually. Our discussions have helped me gain a better under-
standing of your ideas and concerns. Frequent, substantive consultation with this
Committee is enormously important to me, so if confirmed, I look forward to work-
ing closely with you.

I am honored and deeply appreciative of the President’s nomination to this post.
I know well the importance the President assigns to trade policy as part of his inter-
national and domestic agendas.

You are familiar with President Bush’s strong preference for setting priorities as
a means of leading and governing. Two of the five priorities the President identified
in his major international address at the Reagan Library, in November 1999,
stressed the vital role of open trade: so as to ‘‘promote a fully democratic Western
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Hemisphere, bound together by free trade’’ and ‘‘lead toward a world that trades in
freedom.’’

In undertaking this charge, I know well that the Constitution vests Congress with
the authority ‘‘To regulate Commerce with foreign Nations.’’ Indeed, the history
books recount almost 150 years of contentious Congressional debates over tariff
bills, some even leading to movements for Nullification and Secession. But the disas-
trous experience of setting protectionist tariffs for over 20,000 individual items in
the Smoot-Hawley bill of 1930 led Congress four years later to try a different ap-
proach: a partnership with the Executive to negotiate lower barriers to trade around
the world.

Launched by strong and innovative leaders, Franklin Roosevelt and Cordell Hull,
this partnership between Congress and the Executive became a bipartisan cause,
and eventually produced prosperity and opportunity and even liberty beyond the
greatest expectations of its supporters. Chairman Greenspan put this success in his-
torical perspective by pointing out that the growth in trade as a share of the econ-
omy over the past 50 years has finally managed to reverse the losses from the ca-
lamities of the early 20th century, and now approximates the degree of globalization
around 1900. So today, just like Americans at the turn of the last century, we face
critical decisions about the future course for our country, trade, and the world.

Just as the World War II generation forged a bipartisan consensus that sustained
successful trade expansion throughout the Cold War, we must build a new con-
sensus to promote open markets and trade in the decades to come. I know that new
ideas are being advanced from many quarters, and I want to work with you with
an open mind to try to mobilize broad support for freer trade.

I am sure we will have many opportunities—including, I suspect, today—to dis-
cuss the important particulars of trade. These specifics are vital to our trade policy.
But I would like to step back just a moment to touch on the importance of global
trade to the American people.

First, expanded trade—imports as well as exports—improves the well being of
Americans. It leads to better jobs, with bigger paychecks, in more competitive busi-
nesses—as well as to more choices of goods and inputs, with lower prices, for hard-
working families and hard-driving entrepreneurs. I appreciate that votes for agree-
ments like NAFTA and the Uruguay Round may not have been easy to cast. Yet
those agreements contributed to the longest period of economic growth in U.S. his-
tory, with levels of full employment, and without inflationary pressures, beyond the
forecasts of any economist. The expanding global trade and the expanding economic
growth in the United States are not coincidental; they are achieved in concert. One
strengthens and reinforces the other. Moreover, restrictions on trade have victims:
farmers, school teachers, factory and office workers, small business people, and
many others who have to pay more for clothing or food or homes or equipment be-
cause of visible and invisible taxes on trade.

Second, as President Bush has stated, free trade is about freedom: ‘‘Economic free-
dom creates habits of liberty. And habits of liberty create expectations of democ-
racy.’’

In two weeks, President Bush will make an historic visit to Mexico, where he will
meet with Vincente Fox, the first Mexican president since that nation’s revolution
to have been elected from the opposition. It is not an accident that after Mexico em-
braced the opening of its economic system, as embodied in NAFTA, it was drawn
to a democratic opening as well.

Third, expanded trade affects our nation’s security. The crises of the first 45 years
of the last century—the economic retrogression referred to by Alan Greenspan—
were inextricably linked with hostile protectionism and national socialism. Com-
munism could not compete with democratic capitalism, because economic and polit-
ical freedom creates dynamism, competition, opportunity, and independent thinking.

Take an example from today. Colombia is waging a battle to defend the rule of
law against murderers from both extremes who finance their terror through com-
plicity in drug trafficking. Colombia is now the third largest recipient of U.S. mili-
tary assistance. One of the other tools Colombia needs is a renewed and robust An-
dean Trade Preference Act, so there are alternative economic opportunities and rea-
sons for hope within the country and region.

I recognize, however, that these benefits of open trade can only be achieved if we
build public support for trade at home. To do so, we must enforce, vigorously and
with dispatch, our trade laws against unfair practices. In the world of global eco-
nomics, justice delayed can become justice lost. We also need to do a better job of
monitoring compliance with trade agreements and insisting on performance by our
trading partners. I will not hesitate to use the full power of U.S. law to defend
American businesses and workers against unfair trading practices.
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Even if we do our jobs well, I appreciate that change, particularly rapid adjust-
ments, can be very difficult—even frightening—for many hard-working people. We
need to help people adapt and benefit from change—whether prompted by trade,
technology, e-commerce, new business models, or other causes. Therefore, a success-
ful trade policy over the long term should be accompanied by better schools, tax poli-
cies that enable people to keep and save more of their paychecks, and reforms of
Social Security and Medicare so older Americans have a safer retirement.

From our conversations, I have learned that the economies of your states are
transforming, too. Many of your new businesses and employers are linked to the
global economy, so Secretary Evans and I want to work with you to tap their sup-
port for open trade. In turn, we will try our best to deliver for America’s farmers,
service providers, high tech community and intellectual property providers, small
businesses, and highly productive manufacturing industries.

To strengthen and speed America’s trade and economic policy, we will need to re-
establish the bipartisan Congressional-Executive negotiating partnership that has
delivered so much. Therefore, if confirmed, I will promptly follow up with this Com-
mittee and the House Ways & Means Committee to consider how to reestablish
trade promotion authority for the President, based on the fast-track precedent and
the broadest possible support.

In the absence of this authority other countries have been moving forward with
trade agreements while America has stalled. We cannot afford to stand still—or be
mired in partisan division—while other nations seize the mantle of leadership on
trade from the United States. This would be a huge missed opportunity, indeed an
historic mistake. Given the size of the U.S. economy—and the reach, creativity, and
influence of our private sector—we should be and can be shaping the rules of the
international economic system for the new century. American openness is high and
our trade barriers are low, so when we negotiate free trade agreements with our
counterparts we almost always open other markets more than we must change our
own.

In considering this grant of trade promotion authority, I also urge you to give the
President more leverage by broadening our options: I want to be able to tell my
counterparts that we are willing to negotiate if they are serious about eliminating
barriers, yet also make clear that America will look elsewhere if they delay—that
the United States will move forward, and it is up to them to decide to join us or
be left behind.

On April 20, President Bush will attend the Summit of the Americas meeting in
Quebec City, a hemispheric assembly launched by President Clinton. President
Bush has emphasized that to set a new course in the hemisphere—to overcome the
North-South divide, just as the United States ended the great divide between East
and West—he needs to hold out the prospect in Quebec City that new trade pro-
motion authority is on its way.

Of course, America’s trade and economic interests extend far beyond this hemi-
sphere. We want to launch a new round of global trade negotiations, emphasizing
a key role for agriculture. We will seek to negotiate regional and bilateral agree-
ments to open markets around the world. There are opportunities in the Asia Pacific
and, I hope, with APEC. Further reforms in the Middle East and Africa need our
encouragement, and I compliment the Committee for its important work with Africa
and the Caribbean last year. As India reforms its economy and taps its great poten-
tial, we should explore ways to achieve mutual benefits. And vitally important, I
will seek to work closely with the European Union and its candidate members in
Central and Eastern Europe, both to fulfill the promise of a trans-Atlantic market-
place already being created by business investment and trade, as well as to reinvig-
orate, improve, and strengthen the WTO processes.

The total stock of two-way investment in the EU and the United States amounts
to about $300 billion, with each partner employing about 3 million people in the
other. The trans-Atlantic trade in goods and services is approaching half a trillion
dollars. It would be folly not to try building on our common interests while working
to solve vexing disputes.

Let me close with a final word regarding the talented professionals on whom I
will need to rely in working with you and our foreign counterparts. The staff at the
Office of the U.S. Trade Representative is a select corps with a special record of
achievement. As I have told them, I am very proud to have this opportunity to serve
with such exceptional public servants as we step forward with an ambitious agenda.
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RESPONSES TO QUESTIONS FROM SENATOR GRASSLEY

Question 1: The current situation in Europe with respect to biotech crops troubles
me greatly. It appears that the EC is unable to separate its real food security prob-
lems—such as BSE—from issues relating to the adoption of completely safe new
food technologies. What are your general comments on this matter, and how would
you handle these issues of trade and food safety?

Answer: The question of food safety is an important one, and efforts to ensure that
food imports are safe will be a priority. Health and safety standards employed to
ensure safety must be based on scientific principles and evidence. Otherwise, they
will do little to ensure the actual safety of the food being consumed, whether it is
produced domestically or imported. In addition, standards not based upon science
can be used, purposely or inadvertently, as a tool of protectionism. If confirmed, I
will work to ensure that health and safety standards employed to ensure food safety
are based upon scientific principles and evidence. Further, I will certainly work with
other interested agencies in the U.S. to ensure that we effectively utilize all avail-
able resources to accomplish this task.

Question 2: China may join the WTO sometime this year. However, I am very con-
cerned that China is insisting on developing country status with respect to domestic
support commitments under Article 6.4 of the WTO Agreement on Agriculture. Spe-
cifically, China is seeking the higher 10-percent allowance for trade-distorting do-
mestic support provided to developing nations. Give the vast size of China’s agricul-
tural sector, allowing China such a high limit for trade-distorting agricultural sup-
port might have large adverse effects on the ability of our farmers to compete with
Chinese agricultural producers. I believe we have to resolve this satisfactorily, even
if negotiations on China’s accession take longer to conclude. What is your view on
this?

Answer: From what I understand, this is a very complex and sensitive issue. I,
too, believe we should not conclude negotiations for China’s accession to the WTO
until all outstanding issues are satisfactorily resolved, even if the negotiations take
longer to conclude. Should I be confirmed, I will consult closely with U.S. agriculture
interests, Members of Congress, and other interested parties so that I can fully un-
derstand our interests on this important issue.

Question 3: Last year, Congress passed provisions to expand trade with the Carib-
bean Basin and Sub-Saharan Africa. Although scheduled to take effect on 1 October,
elements of the program have been delayed and not fully implemented. What is your
assessment of the program so far? What are your plans to convene the various trade
meetings that Congress directed in the legislation?

Answer: As I stated at the hearing, the Congress should be commended for the
important steps it took last year to expand our trading relationship with Africa and
the CBI countries. With regard to implementation of the Africa/CBI act, I under-
stand that the process of reviewing eligibility requirements and implementing the
benefits under the law has been completed for certain countries and is ongoing for
others. To fully realize the benefits from this important legislation, it is essential
that we move expeditiously to implement the law, consistent with ensuring that all
of the requirements set out by Congress have been met.

I also understand that the Africa/CBI bill calls for certain trade meetings to fur-
ther U.S. Sub-Saharan African cooperation, including meetings of heads of state
where practicable. While I am not familiar with the details of the planning process
to date, I certainly believe that such meetings will be important in advancing our
mutual trade and economic interests. I will work to see that these meetings are pro-
ductive and fulfill the purpose and spirit of the law.

Question 4: With respect to implementation of the CBI provisions, I am troubled
by reports that some eligible goods, like goods knit-to-shape in the U.S. from U.S.
yarn and sewn or otherwise completed in the CBI region, might be excluded from
the program. Can you tell me whether you agree that these goods should be in-
cluded in the CBI program?

Answer: Although I am not familiar with all of the details, I understand that the
U.S. Customs Service is responsible for issuing the rules to which you are referring.
Nevertheless, I will, if confirmed, examine your concerns and take any action that
may be appropriate. In considering such issues, my approach will be to ensure that
the intent of Congress is carried out and that the maximum benefits of the law are
achieved.

Question 5: At the end of the last Congress, there was some discussion about en-
hancing the US/Colombian and US/Andean trade partnership, particularly as it re-
lates to apparel, as a way of helping Andean countries develop stronger economies
to help thwart the narcotics menace. The renewal of the ATPA later this year pro-
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vides an opportunity to revisit the issue. What are the Administration’s plans in
this regard?

Answer: The Administration supports renewal of the Andean Trade Preference
Act. It is important that alternative economic opportunities exist in the Andean re-
gion to stop the economic lure of drug trafficking. Should I be confirmed, I will close-
ly consult with Members of Congress and other interested parties as to both the
timing and scope of renewal.

RESPONSES TO QUESTIONS FROM SENATOR BAUCUS

(1) Agriculture
Question: With the 301 case on Canadian practices regarding wheat recently initi-

ated, you now have the opportunity to take action to reach a solution that provides
both short-term relief for U.S. farmers and a longer-term solution to the problem
of government monopolies in international trade. Can we count on you to work with
the Department of Commerce and Agriculture to investigate the offending practices
in question and negotiate a remedy?

Answer: As I stated during the hearing, I support the continuation of the Section
301 investigation of the Canadian Wheat Board. I think it is important to obtain
as much information as possible on how this entity operates so that we can better
determine how to pursue this matter. In addition, as your question suggests, I plan
to work closely with other agencies, including the Departments of Agriculture and
Commerce, in pursuing this matter.

Question: The EU moratorium on any new biotech approvals, even for the impor-
tation of grains and food that their own scientific panels have found to be com-
pletely safe, is now a major problem for farmers here in America. In effect, it means
the EU has veto power over what American farmers plant. In my opinion, this veto
runs contrary to their international obligations and cannot be tolerated. From a
USTR perspective, what are you prepared to do to get the EU to lift its moratorium
and approve pending products? Will this be a high priority on your agenda?

Answer: Addressing our trade problems with the EU with respect to bio-engi-
neered agricultural products will certainly be a high priority on my agenda. Amer-
ica’s farmers should not continue to be the victims of the EU’s failure to establish
and operate a legitimate approval system for genetically engineered agricultural
products. I will work closely with the Congress, as well as with U.S. agricultural
interests and technology companies, and other interested stakeholders, to determine
the best course of action to address this problem.

Question: For the past decade, we have been embroiled in a bitter trade dispute
with the EU over beef and bananas. The core of our dispute settlement process has
been affected, various forms of retaliation implemented, and yet no substantive
progress in opening the European market has been achieved. What will you do to
bring these long-overdue cases to resolution and further reinstate confidence in the
dispute settlement process?

Answer: Resolving these cases with Europe will be a high priority. My first step
in developing an effective plan will be to consult closely with Congress and the af-
fected U.S. industries.

I do not want to prejudge what decisions we will reach, but I would like to make
a few general comments. First, I agree that the importance of these cases goes be-
yond just beef and bananas. The EU’s refusal to comply with its obligations threat-
ens to undermine the credibility of the WTO dispute settlement system. Second, al-
though I still have to study the exact requirements of the law, the carousel provision
enacted by Congress could be an important tool in maximizing our leverage to re-
solve these disputes. I agree with the premise of the law that we should not just
leave in place a retaliatory list that is not having the intended effect of inducing
a WTO Member to comply with its obligations.
(2) Aircraft

Question: The United States has been discussing and negotiating on commercial
aircraft subsidies for over a decade with the European Union. There are serious
questions whether the EU has lived up to its commitments in the 1992 US–EU
Large Civil Aircraft Agreement and the WTO Subsidies Agreement. It appears that
huge non-commercial loans are still being made to Airbus, along with substantial
R&D support. It appears that the activities of the European governments is increas-
ing as they proceed to develop the super jumbo jet. How do you plan to deal with
this?

Answer: I am well aware that the provision of commercial aircraft subsidies by
EU Member State governments is a long-standing problem in the US–EU trading
relationship. I also know that the launch of the Airbus A380 with financial support
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from European governments is a matter of serious concern. If confirmed, I will care-
fully consider our trade policy response to any European subsidization of this air-
craft and will work closely with U.S. industry to devise an appropriate strategy for
addressing this important transatlantic trade issue. Ensuring strict compliance with
existing agreements will be a matter of the highest priority for this Administration.
(3) Chile

Question: Last year some progress was made on negotiating a free trade agree-
ment with Chile. I strongly support those negotiations, and I introduced a bill in
the last Congress to authorize fast track negotiating authority for an FTA. What
is your position on a free trade agreement with Chile?

Answer: As I mentioned during my testimony, I think a free trade agreement with
Chile is long overdue. Such an agreement would send a strong signal to other coun-
tries in South America that the United States is truly committed to hemispheric
trade integration. I look forward to continuing the work begun by USTR last year
toward completing a free trade agreement with Chile.
(4) China & Taiwan WTO

Question: One important issue that arises in connection with China’s WTO appli-
cation regards Taiwan’s application. Will the administration continue to push for
Taiwan to join the WTO at the same time that China joins?

Answer: Yes.
Question: The WTO accession negotiations for China in Geneva seem to be stalled.

We need to get these negotiations completed soon. At the same time, we certainly
do not want to make concessions on issues of importance to U.S. business and agri-
culture just to speed up Chinese accession. I must point out that the President, in
order to grant PNTR to China, must certify to Congress that the accession arrange-
ment is at least as good as the U.S./China bilateral agreement. My question is
whether you have any thoughts about how we can get these negotiations back on
track and complete them quickly, while ensuring that our interests are protected?

Answer: It is important to move forward with negotiations on China’s accession
to the WTO, and to complete them in a timely manner. However, the pace of these
negotiations is ultimately in the hands of the Chinese. I will press the Chinese to
move expeditiously, but I can assure you that any final package on China’s acces-
sion that I put before the President will be at least as good as the bilateral agree-
ment that was reached with China in November 1999.
(5) Cuba

Question: Last year, an overwhelming majority of members of the Senate and the
House voted to liberalize sanctions on food and medicine exports to Cuba. A small
group in the House was able to take those liberalized sanctions and add financing
restrictions that negated much of what the Congress was attempting to do. This
year, there will be a strong attempt to eliminate those restrictions, allowing export
of food and medicine to Cuba. I know that USTR does not focus on the Cuba embar-
go issues, but I would like to know whether the Administration will support us in
removing these sanctions and helping our agriculture industry sell to Cuba.

Answer: As you stated, this is not an area that falls directly under the responsi-
bility of the USTR. I can tell you, however, that President Bush opposes relaxation
of sanctions against Cuba, unless the current regime frees all political prisoners, al-
lows free expression, and commits to democratic elections.
(6) Competition Policy

Question: In some countries, and Japan comes to mind first of all, market access
in a number of sectors is constrained by the lack of an effective competition policy.
Should we look again at the extraterritorial application of our anti-trust laws?
Should we look at creative ways that we can use our domestic laws to counter anti-
competitive practices abroad that damage U.S. businesses? Is a global competition
agreement feasible, or helpful?

Answer: Over the years, U.S. businesses have faced an array of market access bar-
riers in Japan and elsewhere that have arisen out of government toleration or inac-
tion with respect to anti-competitive conduct. I very much believe that this is an
area that deserves creative yet careful thought as we set our trade policy agenda
for the future, in both bilateral and multilateral contexts. It is a complex area,
though, and as we consider our needs and objectives from a trade policy perspective,
it will also be important to consider the potential impact upon our own antitrust
laws and policies. I look forward to exploring this issue—and the issue of the feasi-
bility of a global competition agreement with you and with other Members of the
Congress, as well as with the private sector and other Administration officials with
an interest in these matters.
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(7) FSC
Question: Last year, I and many other members of this Committee worked very

hard to secure the enactment of the FSC Repeal and Extraterritorial Income Exclu-
sion Act. This was a bipartisan effort to bring the United States into compliance
with a WTO decision by making a fundamental change in U.S. tax law. The Euro-
pean Commission has nevertheless sought the WTO’s permission to retaliate against
the United States to the tune of $4 billion worth of trade. I believe the WTO panel
should find that the ETI Act complies with U.S. obligations, and I hope they will
do that. However, Mr. Zoellick, based on this case and many other developments
since the Uruguay Round, I am worried about where our trade relationship with the
European Union is going. What steps will USTR take to convince the Europeans to
move toward a mutually acceptable outcome in this case?

Answer: The dispute with the European Union on the Foreign Sales Corporation
is, of course, a tremendously important and sensitive issue. I am still learning about
the details of this dispute, but I have to say that I have grave concerns regarding
the European Commission’s motivation for bringing this case. I am well aware of
the implications for our industries if the Europeans choose to retaliate. The EU also
has to understand that their actions in this case are threatening to undermine sup-
port for our participation in the WTO. After all, the WTO rules are not intended
to dictate the fundamental structure of a country’s tax or fiscal system. I would urge
the EU to exercise great caution in deciding how to proceed with this case.

We have a large and complex trade and economic relationship with the European
Union. It is inevitable that disputes will arise, but we must find ways to improve
that relationship—consistent with our overriding trade policy goals—and to seek
lasting and satisfactory solutions to our mutual problems.
(8) Intellectual Property Rights

Question: The continued success of America’s software industry is dependent on
strong intellectual property laws around the world. Despite a number of national
and international laws protecting IP rights for software, the worldwide piracy rate
for software still hovers around 35 percent. How much importance will you place
on ensuring that existing IPR rights are respected and enforced around the world?

Answer: The protection of intellectual property is extremely important for the
United States because it is one of our great comparative advantages. Ensuring im-
plementation by member countries of their obligations under the TRIPS Agreement
will be a high priority. In addition, if confirmed, I will make full use of WTO dispute
settlement and the ‘‘Special 301’’ provisions of our trade law, as appropriate, to le-
verage improved IPR protections in other countries. I also intend to use the FTAA,
Chile and Singapore FTA negotiations, and other negotiating opportunities, to seek
further improvements in EP protection. Finally, if confirmed, I intend to ensure that
these and existing agreements are carefully monitored to ensure that our trading
partners honor their IPR commitments.

Question: My question deals with intellectual property protections for digital
goods such a computer software, music and video. These goods are digital in nature
and need strong IP protections in order to ward off illegal counterfeiting. The U.S.
and European Union have been at the forefront of developing a strong set of intel-
lectual property laws that apply consistent principles across the two regions. The
US and EU have also led efforts in international organizations such as the WTO
to champion a global trade regime that respects strong IP rights. Will you work to
ensure that the EU continues to champion strong IP rights for digitals good that
are consistent with the U.S.’s long held support for IP rights?

Answer: If confirmed, I will work to ensure strong intellectual property protection
throughout the world for U.S. products, including increasingly important digital
products. It is most important that the EU, which I understand is another major
producer of digitized intellectual property, work with us on this important issue. If
confirmed, I will work hard to maintain a cooperative relationship.
(9) Japan

Question: The U.S.-Japan auto agreement expired in December, and Japan re-
fused to extend it or renegotiate it. This agreement deals with autos and, perhaps
more importantly, auto parts. What do plan to do about this sector?

Answer: I plan to consult at an early stage with Members of Congress and rep-
resentatives from industry and labor on U.S.-Japan automotive issues, at which
time I hope to gain a better understanding of the current dynamics in this sector
and determine what steps should be taken to ensure that Japan’s automotive mar-
ket is as open as ours. In addition to these consultations, I intend to work with
Commerce Secretary Evans and other Administration colleagues to make sure that
U.S. industry has meaningful market access in this important sector.
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Question: Presidential economic adviser Larry Lindsey was quoted by many
sources as saying that the Bush Administration would tolerate a rise in America’s
trade deficit with Japan if Japan began to take policies that would help it emerge
from its recession. Is this the view of the Bush Administration? Does this mean that
market access and trade liberalization in Japan are not of concern?

Answer: Unfair trade barriers to U.S. exports are never acceptable. It is important
for our exporters and for Japan’s economic well-being that it open its markets and
pursue trade liberalization. One of the major reasons Japan has been stumbling eco-
nomically for a decade is that it has not deregulated and opened up its economy.
Our focus should be on working with Japan to ensure that it deregulates, which
would include improving transparency and securing strong enforcement of competi-
tion policy. Deregulation will help Japan grow and help us gain better market ac-
cess, leading to growth in U.S. exports to that country.

Question: There has been talk recently about a free trade agreement with Japan.
I am very skeptical. What is your view of this?

Answer: Free trade between the U.S. and Japan is a laudable objective, as truly
open markets in that economy would provide significant benefits for producers of
goods, services and agricultural products in both countries. In my view, however,
a free trade agreement (FTA) negotiation with Japan would present enormous chal-
lenges. I am not convinced that Japan would be ready at this time to undertake the
necessary market-opening and structural reforms necessary for a successful FTA.

Question: The 1995 Framework Agreement on Autos and Auto Parts between the
U.S. and Japan was allowed by the Government of Japan to expire at the end of
2000. This is despite the Agreement’s failure to accomplish its stated objective to
significantly expand sales opportunities resulting in purchases of foreign parts by
Japanese firms in Japan and through their transplants in the U.S. and to resolve
market access problems for foreign autos and auto parts in Japan. The U.S. govern-
ment, working closely with the American auto industry, organized labor and Mem-
bers of Congress, developed and presented a significant proposal for extending and
enhancing the 1995 Agreement. In the closing days of 2000, Japan was even unwill-
ing to permit the extension of the existing Agreement which would have allow time
for the new Administration to pursue a more substantial 5-year agreement.

Is the Bush Administration committed to returning to the negotiating table to
achieve a meaningful bilateral market access agreement with Japan in this vital
manufacturing and exporting sector of the U.S. economy? Given that Japanese
Prime Minister Mori is expected to visit the U.S. in early February, can you please
detail any specific plans and timetable the Administration has developed for achiev-
ing a meaningful agreement?

Answer: As I noted in my previous answer, I plan to consult at an early stage
with Members of Congress and other interested parties on how to ensure the open-
ness of the Japanese automotive market. I am willing to consider all options. Our
goal needs to be to devise the best ways to open up Japan’s market and increase
opportunities for U.S. sales.
(10) Korea

Question: Over the years, our trade negotiations with South Korea seem to have
been done on an issue-by-issue basis, with little, if any, overarching framework.
This process might have been all right when Korea was a tiny economy, but cir-
cumstances are different now. Despite their economic problems, Korean industry is
increasingly operating at the cutting edge. Its auto industry is about to become a
significant global player. It is a member of the OECD. Negotiations on a bilateral
investment treaty, which would help give a framework to our trade relationship,
have made no progress in over a year. In the last Congress, I introduced a bill to
provide fast track negotiating authority for a free trade agreement with Korea. The
Finance Committee, in December, requested that the U.S. International Trade Com-
mission examine the impact on both our economies of a free trade agreement. What
are your views on an FTA with Korea? What are your thoughts about taking a new
approach to Korea, rather than the piecemeal, ad hoc negotiations over specific
issues?

Answer: As the President has indicated, this Administration is committed to pur-
suing market-opening agreements throughout the world. I am open to considering
new approaches in our trading relationship with Korea and will be interested to re-
view the ITC’s study on the impact of an FTA—which may give us a better under-
standing of the specific benefits of such an agreement. As you note, a useful first
step in giving a framework to our trade relationship would be conclusion of our bi-
lateral investment treaty.

Question: A serious area of concern in Korea is with the automotive sector. Last
year, out of a market of 1.5 million vehicles, only 4,400 were imports. Contrast that
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with Korean auto exports to the United States which increased in the year 2000 by
42.7 percent over 1999, that is, 470,000 exported vehicles to the United States in
2000 versus 330,000 in 1999. Through October of last year, the automotive trade
imbalance with South Korea was $4.2 billion.

This is not a sustainable situation, and increasing friction is inevitable. Although
there have been two auto agreements with South Korea, the problem continues to
worsen. Foreign companies have experienced serious instances of harassment. Con-
sumers have been threatened with tax audits if they purchase foreign products.
Multilateral rules do not address these problems. Traditional trade remedies have
had no affect. How will you address these issues as U.S. Trade Representative?

Answer: The trade figures you cite are certainly of concern and it is clear that
additional action is needed to open the Korean automotive market. If confirmed, I
will want to gain a better understanding from the USTR staff of the current agree-
ment and problems which exist and then to work closely with the U.S. automotive
industry and Members of Congress to determine the best course of action to take.
(11) Labor Position at USTR

Question: There is an assistant USTR spot for labor that is funded but not yet
filled. I would like your thoughts about whether and when you will fill this impor-
tant position.

Answer: If confirmed, I plan to review how USTR is structured and how it allo-
cates staff resources among the various bilateral, regional, sectoral and staff support
offices. As part of my overall review of organizational structure and staffing needs,
I will look closely at how USTR manages labor-related trade issues. My initial im-
pression is that it is a good idea to have a position at USTR to help me deal with
labor-related issues. At this early point in time, however, I would not want to pre-
judge the outcome of an overall review and how USTR would organize or deploy re-
sources to address these important issues.
(12) Lamb 201

Question: A WTO panel recently overturned the ITC’s decision in the lamb meat
safeguard case. I am most concerned about the ramifications of this decision and
am interested in the Administration’s plans to appeal this panel decision to the
WTO’s appellate body promptly.

Answer: I understand that the United States filed a notice of appeal on January
31st, appealing all four of the findings that were adverse to the United States. From
what I understand, the Appellate Body will issue its report by late spring, after
briefing and oral argument.
(13) Legal Focus on Trade

Question: I am worried that our trade policy process has become too litigious. We
have spent years litigating with the EU on beef and bananas, to no avail. They re-
sponded with litigation over the Foreign Sales Corporation. We are involved in doz-
ens of cases at the WTO. The legal staff at USTR has grown in recent years, but
I wonder if it is large enough to litigate everything. I recognize that we need to pur-
sue trade cases at the WTO, playing both defense and offense. But, we need to have
the proper balance between a policy focus and a legal focus on trade. How you feel
about this and whether you believe the balance within USTR and in our approach
to the WTO is the correct one?

Answer: I too believe that we must strike a proper balance, and I agree that litiga-
tion is not always the best approach for tackling our trade disputes. Our goal should
be to try to reach a settlement that opens and works for both sides. Before we
choose the path of litigation, we also need to consider the likely resolution or rem-
edy that might result from engaging in the dispute settlement process, and assess
whether winning a case will actually solve the trade problem at issue. Once we do
embark upon litigation, however, we must be prepared to fight it all the way, and
if I am confirmed I will work with Congress to ensure that USTR has sufficient re-
sources to do so.
(14) Semiconductor Industry

Question: Antidumping Law—The semiconductor industry, which is a significant
employer in my state, was nearly wiped out in the mid-1980’s by foreign dumping
in the U.S. market. After obtaining relief under the antidumping law, the industry
was able to come back and is today the world market share leader, employing over
280,000 people in high-paying jobs in this country.

During the Uruguay Round negotiations, many of our trading partners tried to
weaken the international antidumping rules, and thus undermine the effectiveness
of the law. In the end, after years of hard bargaining, a balance was struck that
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has allowed the law to continue to work, albeit sometimes less effectively than be-
fore. The United States accepted this deal, and has lived by it.

I am concerned about reports that many of the same countries that sought to
weaken the antidumping remedy in the Uruguay Round are planning to try this
again in any new round of WTO negotiations. I would like your assurance today
that you will not let this happen—that you will defend the antidumping law and
preserve its effectiveness in any new round.

Answer: I firmly support the retention and use of an effective antidumping law
and, if confirmed, pledge to work with the Congress toward that end. As you know,
the Department of Commerce has the lead responsibility for administration of the
law, but I will work closely with Secretary Evans to ensure that U.S. industries con-
tinue to have access to full and expeditious relief from unfair import competition.
As I indicated at my hearing, effective trade remedy laws are key to securing broad
public support for an open trading system. That will be a guiding principle for us
as we pursue new, market-opening initiatives in the WTO and elsewhere.

Question: China WTO Negotiations—China is currently the third-largest semicon-
ductor market in the world, and is expected to become the second largest market
in the near future. China’s accession to the WTO is therefore critical to opening this
market for U.S. chip exports. While significant progress in these negotiations was
made under the last Administration, a final multilateral deal still has not been
reached.

Among the issues that reportedly remain outstanding is China’s commitment to
grant ‘‘trading rights’’—the ability to import and export to all foreign firms. I under-
stand that China is insisting that only foreign firms with a legal presence in China
will get such rights. This denies access to smaller U.S. firms that want to export
from this country. In addition, I am concerned about reports that China is seeking
to limit the ability of the United States to use its ‘‘non-market economy’’ anti-
dumping rules with respect to Chinese goods, after agreeing in 1999 to allow these
rules to stay in effect for 15 years from accession.

I would welcome your assurance that USTR will not give in to Chinese efforts to
change the terms of its accession in the final stretch of the negotiations. It is very
important that the final deal with China be consistent with the 1999 bilateral
Agreement.

Answer: The legislation passed by Congress mandates, as a condition for extend-
ing PNTR to China, that the President certify that the commitments made by China
as a part of its accession to the WTO are at least as good as those made in its bilat-
eral agreement from November 1999. I can assure you that I will not tolerate any
backtracking by China on its WTO commitments.

Question: FTAA Negotiations—I am very pleased by the reports that the new Ad-
ministration is planning to make the Free Trade Area of the Americas (FTAA) a
trade priority. I would like to urge you to put Information Technology (IT) tariffs
at the top of the list of issues to be addressed in those negotiations, and recommend
that you seek a commitment from Central and South American nations to join the
Information Technology Agreement (ITA) now as a downpayment on future market
access commitments under the FTAA.

Only a very few Latin American countries have joined the ITA—a 1997 WTO
agreement which eliminates tariffs on semiconductors, PCs, software, telecom equip-
ment and other IT products. Meanwhile, many developing countries in other regions
of the world including India and Indonesia—have signed on to the ITA. Latin Amer-
ican countries should act now to join this agreement. It is in their interests to do
so, as this will give them access to advanced information technology at the most
competitive prices and will spur growth in their own economies.

I would welcome your assurances that IT tariff elimination will be part of your
near-term negotiating strategy on the FTAA.

Answer: I share your view that maintaining tariffs in the IT sector is demon-
strably not in the interest of the countries of the Hemisphere that have yet to sign
on to the ITA. Tariffs on IT products both harm competitiveness in general and dis-
courage investment. If confirmed, I look forward to working with interested Mem-
bers of Congress and the high-tech industries as we formulate our detailed negoti-
ating priorities for the FTAA.
(15) Singapore

Question: The Clinton Administration began negotiating late last year with Singa-
pore on a bilateral free trade agreement. They had hoped to complete it by the end
of December, but were unable to. Last year, I introduced a bill to authorize fast
trade negotiating authority for an FTA with Singapore, so I am very interested in
this. Do you intend to resume these negotiations? If so, when? What will be your
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guiding principles in this agreement? Will you pursue labor and environment provi-
sions?

Answer: The President has stressed the importance of negotiating market-opening
agreements throughout the world. As such, this Administration supports the nego-
tiation of bilateral free trade agreements with willing and ready partners. Singapore
is clearly one such nation. I understand that some progress has been made in these
negotiations. If confirmed, I will carefully review the status of the talks, including
provisions relating to labor and the environment. As to the timing and manner of
continuing the negotiations, such a decision will be made based on a variety of fac-
tors, including close consultation with Members of Congress. The guiding principle
in negotiating this agreement, as with any FTA, will be to secure an agreement that
is comprehensive, provides solid commercial benefits and garners broad support.

(16) Small and Medium Enterprises (SMEs)
Question: In view of the importance of building a new trade consensus in the U.S.,

it would seem most appropriate that USTR involve the largest trade group, small
and medium enterprises (SMEs) in a pro-active dialogue. As a first step in this ef-
fort, would USTR reappoint an Assistant USTR to be the SME Advocate within the
organization to lead in this process?

Answer: Small and medium size enterprises (SMEs) definitely are a critical part
of the business community and play a major role in U.S. trade and economic growth.
If confirmed, I will ensure that USTR works closely with SMEs—as I understand
it has in the past. As I stated previously, I will also review the agency’s resources
to determine whether any additional staff changes are necessary to ensure that this
important area is addressed. Based on the question I received at my confirmation
hearing, I have already had a brief discussion of this issue with Secretary Evans.

Question: The SME private sector trade advisory committee (ISAC 14) has set
forth a number of trade issues for USTR trade consideration, however, little action
or follow-up effort has taken place. Would USTR more aggressively employ the legis-
lated SME advisory system already in place to better address that constituency’s
trade concerns?

Answer: I agree that it is important to take account of the interests of SMEs in
developing trade policy. SMEs are a major source of employment and exports in the
U.S. economy, and it is important for the concerns of this constituency to be fully
addressed. If confirmed, I will ensure that USTR takes full account of the trade pri-
orities and objectives of SNIEs through the ISAC 14 committee and other venues,
and also work to ensure coordination with the Department of Commerce to assist
SMEs with export promotion objectives.

Question: In view of the trade and dialogue gaps with existing Less Developed
Countries (LDCs), would USTR work to integrate development funding organiza-
tions (i.e., USAID, World Bank and regional banks) in a constructive technical as-
sistance and training effort to aid LDCs to better understand and implement impor-
tant trade discussions and agreements?

Answer: I agree that it is essential to help LDCs implement their trade commit-
ments so that they can fully participate in and benefit from the international trad-
ing system. If confirmed, I will be looking at ways to achieve this goal by, among
other things, furthering coordination among the relevant international institutions.
I think the idea of technical assistance by the international financial institutions re-
lated to trade is a very good one.
(17) Softwood Lumber

Question: As a result of public comment, USTR has identified 6 issue that should
be addressed in any new Softwood lumber negotiations: stumpage prices, tenure re-
form, mandatory cut requirements, appurtenance, environmental regulations and
the enforcement of environmental regulations. Will you be supportive of those 6
issues as a basis of discussion, and if so, how would you prioritize those issues?

Answer: As I indicated at my hearing, I am concerned about this problem and,
if confirmed, I intend to work diligently to find an effective solution. I have not had
a chance to review the specific comments received by USTR, but will carefully con-
sider all aspects of this issue if I am confirmed. While I am not at this point in a
position to prioritize the individual items that you identified, I look forward to work-
ing with you and others in assessing the factors most pertinent to resolving this dis-
pute.

Question: The Softwood lumber dispute raises issues about the implications of Ca-
nadian forest practices on the shared environment and transboundary species.
Former President Clinton has issued Executive Order 13141, Environmental Review
of Trade Agreements, in an attempt to address these concerns. Will you be sup-
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portive of the Order and any attempts by Federal agencies to analyze those implica-
tions in this instance?

Answer: From my experience with the NAFTA, I am familiar with the role envi-
ronmental reviews can play in identifying environmental issues—both concerns and
opportunities—in trade negotiations. As for applying Executive Order 13141 to the
softwood lumber issue, any decision would be premature. While I am not yet famil-
iar with the details of this Executive Order, my understanding is that it deals spe-
cifically with the negotiation of trade agreements, and it is not yet clear whether
the United States and Canada will be entering into negotiations when the current
softwood lumber agreement expires. If confirmed, I will be looking closely at all al-
ternatives for resolving the softwood lumber dispute including the question of a re-
view. I look forward to working closely with Congress and all interested stake-
holders, including those with environmental concerns, on these issues.
(18) Telecommunications & Mexico

Question: As you know, Mexico’s failure to allow a fully open market in tele-
communications, as required by its WTO commitments, is causing significant harm
to U.S. telecommunications carriers, which have invested hundreds of millions in
competitive Mexican carriers. Mexico’s market barriers in telecommunications also
harm U.S. consumers by keeping termination rates for international calls unreason-
ably high. Over the last year, USTR has spent significant time working with the
government of Mexico to insure that its WTO telecommunications are fulfilled. As
a result, there has been some progress, for which USTR deserves much credit. How
do you plan on proceeding to insure Mexico comes into full compliance?

Answer: I understand that the Government of Mexico has taken positive steps in
recent months to promote competition in its telecom market and that carriers affili-
ated with U.S. companies have resolved some key issues. However, I am also aware
that serious concerns remain. If confirmed, I would hope to address remaining con-
cerns with my Mexican counterpart, while maintaining all appropriate options, in-
cluding moving forward with the pending WTO case.

Question: USTR has already requested the establishment of a WTO panel against
Mexico on telecom issues. Will you support further action by USTR in the WTO to
ensure that Mexico complies with its WTO obligations in telecommunications?

Answer: Yes. Please also see my response to the previous question.
Question: Would you recommend that President Bush raise telecom issues at his

upcoming meeting with President Fox?
Answer: I recognize the importance of telecom issues to both countries and am

committed to pursuing these issues vigorously. I do think that these issues are of
sufficient significance to be raised at the Presidential level at the appropriate time,
but it would be inappropriate to disclose the advice I would give the President on
a specific matter.
(19) Trade and the Environment

Question: Much of the debate on trade and the environment has focused on the
relationship between trade agreements and environmental laws and regulations—
particularly whether trade rules should be allowed to override environmental pro-
tections. How would you address these concerns and ensure that important efforts
to defend the environment are not undermined by trade agreement provisions?

Answer: I am committed to ensuring that our efforts to open markets and nego-
tiate trade rules are done in a way that is compatible with our strong system of
science-based environmental, health and safety regulations. I believe these need not
be contradictory goals. If confirmed, I will encourage regulatory agencies to be active
participants in USTR’s trade policymaking process and will ensure that we consult
broadly with Congress and the full range of interested stakeholders as we develop
our negotiating positions.

I believe that we must strive for a balance that provides for legitimate regulations
and, at the same time, ensures that protectionist measures will not find cover in
an environmental rationale.

Question: Transparency in the trade policy process and trade institutions has be-
come a central concern, especially in the wake of the questions raised about the
openness of the WTO during the 1999 Ministerial in Seattle. However, many ques-
tions arise concerning the FTAA process.

The consolidated draft text of the agreement, which has just recently been com-
pleted by the 34 participating countries, has not been made public. Meanwhile, the
United States has released only very limited summaries of its own negotiating pro-
posals, but not the detailed proposals themselves. The Canadian Government, on
the other hand, has made public all of its actual proposals. Would you as USTR
make public the text of the U.S. negotiating proposals? In addition, would you con-
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tinue our country’s participation in the FTAA negotiations if the draft text of the
agreement is not made public?

Answer: I share your view of the importance of transparency in the trade policy
process and trade institutions. As I said in my testimony, the benefits of open trade
can only be achieved if we build public support for trade at home. This will require
frequent consultation with all stakeholders and the sharing of information, where
appropriate and consistent with our ability to advocate effectively the interests of
the United States.

With respect to the draft text of the FTAA, I understand both your concern and
your goal. I would, however, need an opportunity to fully review this issue, and its
implications for our negotiating interests, before I make any commitment.

Question: Do you believe that our trade agreements should give foreign investors
the right to sue the U.S. government to restrict or overturn domestic environmental
regulations, including state and local regulations? For example, should a foreign in-
vestor be able to sue a local government in a U.S. court to overturn its decision
about where it wants or doesn’t want a hazardous waste facility?

Answer: I believe that the United States should not undertake trade commitments
that would prevent us from enacting and enforcing legitimate environmental regula-
tions. If confirmed, I would work to ensure that our trade agreements are fully con-
sistent with that objective. As for your question regarding access by foreigners to
U.S. courts, I would note that foreign investors, like domestic investors, are able to
avail themselves of the U.S. court system for whatever causes of action are provided
under domestic law.

Question: Earlier this month, USTR filed with the Office of the Federal Register
a Notice of Initiation of Environmental Review and Request for Comment on Scope
of Environmental Review of Mandated Multilateral Trade Negotiations on Agri-
culture and Services in the World Trade Organization. In this Notice, USTR stated
that its Trade Policy Staff Committee has determined that the built-in agenda nego-
tiations in agriculture and services warrant an environmental review. They con-
cluded that the volume of trade in both agriculture and services is significant; and
that this trade may have implications for land resource use, the quantity and qual-
ity of America’s water; and other environmental issues. This Notice was scheduled
for publication on January 23rd. But on January 22, USTR’s Associate General
Counsel asked that the Notice be withdrawn from publication. Do you intend to
overturn the decision of the Trade Policy Staff Committee that the potential envi-
ronmental impact of the built-in agenda negotiations needs to be considered? Or will
you let this process go forward and support the progress that has been made thus
far in reconciling this country’s trade policies with its interest in protecting its envi-
ronment and natural resources?

Answer: It is my understanding that the Federal Register notice initiating an en-
vironmental review of the WTO built-in agenda negotiations was withdrawn as part
of an automatic, across-the-board review of regulations and notices with policy im-
plications sent to the Federal Register at the end of the last Administration but not
yet published. I have not yet had a chance to review this notice but, if confirmed,
I will look into this question carefully and consult with Congress and a wide range
of interested stakeholders in deciding how to proceed. In fact, as I noted at my con-
firmation hearing, one of my first priorities will be to begin a dialogue with non-
governmental organizations and other interested parties on their issues of concern.
I am confident that the United States’ trade policies and its environmental objec-
tives can complement each other and look forward to working with you and your
colleagues on the best way to accomplish this goal.

Question: Do you intend to conduct a comprehensive environmental review of the
FTAA including extensive public notice and comment? Will you also conduct a com-
prehensive environmental review of the WTO built-in agenda?

Answer: As I indicated in my response to the previous question, I feel it is impera-
tive to ensure that our trade negotiations and environmental goals are pursued in
a complementary manner. If confirmed, I will work closely with Congress and inter-
ested stakeholders to achieve this objective. With regard to the specific negotiations
to which you refer, I will want to carefully consider the environmental issues that
have been raised, proposals to address them and the requirements of the existing
Executive Order regarding environmental reviews of certain trade agreements.
(20) U.S. Trade Laws and the WTO

Question: This question relates to U.S. trade laws and the WTO. I start out with
the proposition that we must enforce our trade laws aggressively. In any society,
failure to enforce its laws and rules leads to a debasement of the functioning of that
society. Similarly, in the international trading system, failure to enforce trade laws
leads to a proliferation of the worst, most unfair, and damaging practices. We also
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must aggressively counter the efforts of some of our trading partners at the WTO
to undermine and overturn U.S. trade laws. Now, when one of our trade laws is
challenged at the WTO, we simply send a defense team to fight that challenge.
There is no cost to those trading partners when they make this attack. We look at
this as litigation. We need to look at such an attack in a broader policy perspective
and ensure that our trading partners think twice before making such attacks on our
laws. This leads to several questions:

Question: Will you commit to the aggressive defense of U.S. trade laws when chal-
lenged?

Answer: As I said in my testimony, we must enforce, vigorously and with dispatch,
our trade laws. And when our use of those laws is challenged in the WTO, we must
mount an aggressive defense, both in terms of the particular application of those
laws in a given case as well as in the broader context of defending our right to take
action. I can assure you that I am firmly committed to enforcing and defending U.S.
trade laws.

Question: Will you use trade policy mechanisms to raise the cost to our trading
partners of attacking our trade laws at the WTO?

Answer: I will make it very clear to other WTO members that we fully intend to
enforce our unfair trade laws and defend them when challenged. This is important
for achieving a level playing field and also to sustain public support for the WTO.

Question: Will you support self-initiation of 201 cases when appropriate?
Answer: Yes.

(21) Vietnam
Question: The U.S.-Vietnam bilateral trade agreement has been signed by both

countries. When will the Administration transmit it to the Congress so we can begin
the approval process? I hope you will move on the Vietnam agreement simulta-
neously with the U.S.-Jordan FTA.

Answer: As I stated at the hearing, I am mindful that transmittal of the Vietnam
agreement will set in motion certain deadlines for Congress’s consideration of the
proposal. As such, I will want to consult closely with the Finance Committee and
the Ways and Means Committee, as well as the leadership in both bodies, to deter-
mine an appropriate time for submission of the agreement.
(22) WTO Ministerial

Question: I am concerned about the decision to hold the WTO Ministerial this year
in Qatar. I recognize that many governments want to avoid a repeat of demonstra-
tions in Seattle. That is precisely the wrong approach. The more institutions are
opaque, closed, secretive and isolated from public scrutiny, the less accountable they
are, and the more suspicious people become. In this era when the skepticism has
grown so much regarding the benefits of globalization, hiding from those who ques-
tion globalization is dangerous and puts the system in jeopardy. What are the Ad-
ministration’s views on this WTO decision? What steps will you take to ensure that
those who want to be close to this process are able to enter Qatar, to speak freely,
to observe this process.

Answer: I have not had the opportunity to examine carefully the decision made
by WTO members to hold the next ministerial meeting in Qatar. In general, how-
ever, I do believe that the choice of sites to host ministerial meetings should be re-
flective of the diverse membership of the WTO.

As for the issue of access, I agree with you that it is essential that the public and
members of nongovernmental groups have the opportunity to observe this process,
to speak freely and to participate as appropriate. It is my understanding that it has
been the practice in past ministerials to ensure such access. It is also my under-
standing that Qatar has assured WTO Members that it will follow this established
practice when it hosts the ministerial meeting. If confirmed, I will look carefully into
this issue, and work hard to ensure that appropriate accommodations are made for
the public and interested groups.
(23) WTO Rights for Foreign Insurance Companies

Question: One of the provisions of the China PNTR legislation mandates that the
President shall not accept China’s WTO membership unless the terms of its acces-
sion are ‘‘equivalent’’ to the terms agreed in the November 1999 bilateral between
the U.S. and China. I have been paying close attention to a specific provision of that
agreement guaranteeing that U.S. insurance companies will have the right to estab-
lish sub-branches on the same equity basis as their existing operations. I have writ-
ten Ambassador Li about this and I know Ambassador Barshefsky and her team
were committed to making sure this right was preserved in the final WTO agree-
ment. Yet we hear the Chinese are trying to backtrack on this commitment. Can
you assure me that you will not agree to any agreement until this bilateral commit-
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ment is clearly accepted by China in its final WTO accession package, and that the
President will not send his report to Congress as required under H.R. 4444 until
that right is absolutely clear?

Answer: I am well aware that H.R. 4444 mandates that the President certify that
the commitments made by China as a part of its accession to the WTO are at least
as good as those made in its bilateral agreement from November 1999. I can assure
you that I will not tolerate any backtracking by China on its earlier commitments.

RESPONSE TO AN ADDITIONAL QUESTION FROM SENATOR BAUCUS

Question: Since the regular rotation of products referenced in Section 407 of the
Trade and Development Act of 2000 has passed, will you consider removing lead-
acid storage batteries (HTS #85072080) from the Harmonized Tariff Schedule?

Answer: If confirmed, one of my central objectives will be to bring the EU into
compliance on both beef and bananas, thereby obviating the need for a retaliation
list altogether. I will also examine closely the carousel legislation to understand its
specific requirements. As I noted in my previous responses, I am mindful that we
should not just leave in place a retaliatory list that is not having the intended effect
of inducing a WTO Member to comply with its obligations.

As for your specific question regarding lead-acid batteries, I understand that
USTR received many comments as part of the Federal Register process in support
of removing this product from the retaliation list. If confirmed, I will certainly keep
this in mind as I consider next steps in the beef and banana disputes.

RESPONSES TO QUESTIONS FROM SENATOR ROCKEFELLER

Question 1: Despite being home to some of the largest and most competitive auto-
motive companies in the world, the United States runs an annual trade deficit of
over $100 billion in autos and auto parts. While the American economy—and the
economy of West Virginia—have benefited from the competition created by an open
U.S. automobile market, unfortunately our fine U.S. automobiles and auto parts do
not have the same opportunities in some important foreign markets, particularly in
Japan and Korea, which are two of the largest exporters to the United States. Are
you committed to negotiate a new auto and auto parts agreement with Japan, since
the last one lapsed at the end of 2000? Will you take steps to ensure that U.S. autos
have fair access to the Korean market, where imports currently account for less
than 1 percent of the market?

Answer: I agree with you that it is vitally important to open foreign markets for
American autos and auto parts. If confirmed, I plan to consult at an early stage with
Members of Congress and representatives from industry and labor on U.S.-Japan
and U.S.-Korea automotive issues, at which time I hope to gain a better under-
standing of the current dynamics in this sector and determine what steps should
be taken to ensure that both the Japanese and Korean automotive markets are as
open as ours. I also intend to work with Commerce Secretary Evans and other Ad-
ministration colleagues to achieve meaningful market access in this important sec-
tor. As to your specific question regarding the 1995 U.S.-Japan Automotive Agree-
ment, I am willing to consider all options.

Question 2: Some have also mooted the notion of a bilateral free trade agreement
with Japan. Inasmuch as the most important trade barriers U.S. products face in
are informal and beyond the purview of most trade agreements—exclusionary busi-
ness practices, anti-competitive behavior, excessive regulation, cross-ownership of
corporate assets—its seems that our longstanding trade problems with Japan might
not be particularly susceptible to the ‘‘fix’’ of a bilateral trade agreement. Moreover,
this would saddle the United States (rather than the WTO) with the responsibility—
and in Japan, the blame—for negotiating away Japan’s core protectionist practices,
particularly in the agricultural area. In view of that, do you believe a bilateral free-
trade agreement with Japan would be a productive option for the U.S. to explore?

Answer: Achieving free trade between the U.S. and Japan is certainly a laudable
objective. Eliminating barriers to trade, including the ones you describe in your
question, would provide significant benefits for producers of goods, services and agri-
cultural products in both countries. In my view, however, a free trade agreement
(FTA) negotiation with Japan would present enormous challenges. I am not con-
vinced that Japan is ready at this time to undertake the market-opening and struc-
tural reforms necessary for a successful FTA.

Question 3: Bilateral (sectoral) trade agreements with Japan/flat glass: In recent
years, Japan has refused to engage in bilateral discussions with the United States
on some trade disputes (e.g. film); and in certain sectors, most notably flat glass,
the Japanese Government has refused to consider the extension (or enhancement)
of earlier bilateral trade agreements that failed to lead to an appreciable improve-
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ment in market access for U.S. products. The multilateral WTO process can be use-
ful, but is of limited value to address the informal or structural barriers U.S. prod-
ucts face in the Japanese market. Do you intend to continue pursuing bilateral rem-
edies to our trade conflicts with Japan, where appropriate? If so, how will you over-
come Japan’s increasing reluctance to agree to bilateral solutions with the United
States—Japan’s largest trading partner and key security ally?

Answer: I agree with you regarding the problems associated with informal and
structural barriers in Japan. It is important for our exporters and for Japan’s eco-
nomic well-being that it open its markets and pursue trade liberalization. One of
the reasons Japan has been stumbling economically for a decade is that it has not
deregulated and opened up its economy. Our focus should be on working with Japan
to ensure that it deregulates, which would include improving transparency and se-
curing strong enforcement of competition policy. Deregulation will help Japan grow
and help us gain better market access, leading to growth in U.S. exports to that
country.

As to your specific questions, I will continue to use both multilateral and bilateral
approaches to open markets and resolve trade problems with Japan. I recognize the
importance of the WTO in resolving disputes, but I also recognize that the nature
of barriers faced by U.S. firms in Japan present unique challenges that often need
to be addressed bilaterally.

Question 4: The United States is negotiating a free trade agreement with Singa-
pore, has begun discussions on a free trade agreement with Chile, and apparently
New Zealand has also requested that we begin negotiations on a bilateral free trade
agreement. As a matter of priority and of policy preference, how do you see this
emerging network of bilateral agreements fitting into the Administration’s stated
priorities for a Free Trade Area of the Americas and for a new round of WTO talks,
as well as the revitalization of the APEC process? Do you envision the U.S. embark-
ing upon bilateral agreements with other Asia-Pacific nations (e.g., Australia, Korea,
ASEAN nations)?

Answer: As you noted, President Bush has stated that expanding free trade in the
Western Hemisphere is a top priority, and if confirmed, I will vigorously pursue that
goal. At the same time, America’s trade and economic interests extend far beyond
this hemisphere. We want to launch a new round of global trade negotiations, em-
phasizing a key role for agriculture. We will seek to negotiate regional and bilateral
agreements to open markets around the world with nations ready and willing to im-
plement faithfully the obligations of such agreements. I believe this would create a
competitive dynamic among nations to endorse and implement free trade. There are
opportunities in the Asia Pacific, including encouraging fulfillment of APEC’s free
trade goals.

With trade promotion authority, the United States can set the pace and lead the
world. In the absence of this authority, other countries will continue to move for-
ward with trade agreements without us. We cannot afford to cede U.S. leadership
to others.

Question 5: Taiwan has successfully concluded all its bilateral negotiations on
WTO accession and is now simply awaiting China to join the WTO before it does
so as well. China has already tried, without success, to raise additional hurdles to
Taiwan’s membership. The last Administration, and your predecessor as USTR, did
an excellent job of holding the line on China’s efforts to attach conditions to or oth-
erwise delay Taiwan’s membership in the WTO. Are you prepared to re-affirm to
China that the United States will permit China’s membership in the WTO to go for-
ward only on the understanding that Taiwan’s membership will go into effect imme-
diately thereafter and along the lines already negotiated by Taiwan and its trading
partners?

Answer: Yes.
Question 6: The subsidy of the development of the A380 super-jumbo jet by Euro-

pean governments poses a serious anti-competitive threat to the United States aero-
space industry, which doesn’t enjoy this sort of development subsidy. Will you press
for a full accounting of the payment terms and requirements of the A380 develop-
ment subsidies? If those development subsidies are not being provided on commer-
cial terms, as the European Commission maintains, will the Administration take
the appropriate retaliatory action, either within the WTO or outside the WTO proc-
ess?

Answer: I am well aware that the provision of commercial aircraft subsidies by
EU Member State governments is a long-standing problem in the US–EU trading
relationship. I also know that the launch of the Airbus A380 with financial support
from European governments is a matter of serious concern. If confirmed, I will care-
fully consider our trade policy response to the European financing for this aircraft,
and will work closely with U.S. industry to devise an appropriate strategy for ad-
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dressing this important transatlantic trade issue. Ensuring strict compliance with
existing agreements will be a matter of the highest priority for this Administration.

Question 7: There is increasing concern that the European Commission’s merger
review process—which is not subject to meaningful judicial review—is being manip-
ulated by European companies and regulators to erect additional obstacles to acqui-
sitions by U.S. companies (both in Europe and within the United States), even when
those mergers are being fully reviewed by U.S. antitrust authorities. There is con-
cern European merger authorities are holding U.S. mergers to a higher, more dif-
ficult standard than mergers involving European ‘‘champions.’’ This has been par-
ticularly apparent in recent mergers in the telecommunications, aerospace and avia-
tion industries. Are you prepared to monitor closely the European Union’s applica-
tion of its antitrust law, and, in tandem with the Department of Justice and the
Fair Trade Commission, ensure that European law designed to prevent anti-com-
petitive behavior does not in practice become a trade and investment barrier against
U.S. companies?

Answer: I appreciate the concerns you have expressed regarding the European
Commission’s merger review process. The removal of foreign trade and investment
barriers is a leading responsibility at USTR—a role I take most seriously. If con-
firmed as USTR, I would expect to consult closely with my colleagues at the Depart-
ment of Justice and the Federal Trade Commission on the most appropriate way
to address this issue.

Question 8: In October the United States announced a free-trade agreement with
Jordan that was ground-breaking in that it included, in the main body of the agree-
ment, key provisions guaranteeing the rights of workers, committing to enforce na-
tional labor laws, and reaffirming the core labor standards adopted in 1998 by the
International Labor Organization. The agreement also contained important provi-
sions designed to ensure that environmental laws would not be relaxed in an effort
to promote trade. Are you committed to the inclusion of similar labor and environ-
mental provisions in the bilateral and regional (AND MULTILATERAL?) trade
agreements you will negotiate with our trading partners?

Answer: As I stated in my testimony, I am committed to trying to restore the con-
sensus on trade policy and to moving the trade agenda forward. If confirmed, I will
work with you and other Members of Congress as well as all interested groups, in-
cluding those representing labor and environment, with a very open mind, to try
to mobilize broad support for freer trade. I would prefer not making a commitment
regarding how I will proceed on these issues until I have engaged in a full process
of consultation. But I am of the view that one size doesn’t necessarily fit all, and
that flexibility is important in how we approach these issues.

RESPONSES TO QUESTIONS FROM SENATOR NICKLES

Question 1: Since more American jobs depend on the use of lumber than there are
jobs in domestic lumber production, my question is when you enter into negotiations
on trade issues what factors will you consider more, domestic producers or domestic
consumers?

Answer: If I am fortunate enough to be confirmed, my approach to trade negotia-
tions will be to take into account the interests of all U.S. stakeholders, to consider
U.S. rights and interests under international rules, and to do my best to formulate
a position that is in the national interest. Regarding lumber issues with Canada,
I will certainly want to continue to engage in consultations with all interested par-
ties as we consider the appropriate next steps on this complex issue. I look forward
to working with you and other interested Members.

Question 2: What assurance can you give me that the office of the USTR, under
your leadership, will make protection of intellectual property rights for America’s
content industries a top priority and that you will use the full powers of the USTR
and US trade law to persuade other nations to respect and enforce the intellectual
property rights of America’s entertainment industries, including the video and com-
puter industries?

Answer: The protection of intellectual property—including the rights of America’s
entertainment, video and computer industries—is extremely important for the
United States because it is one of our great comparative advantages. Ensuring im-
plementation by member countries of their obligations under the WTO TRIPS
Agreement must be a high priority. In addition, if confirmed, I will make full use
of WTO dispute settlement and the ‘‘Special 301’’ provisions of our trade law, as ap-
propriate, to leverage improved IPR protections in other countries. If confirmed, I
will ensure that our trading partners implement IPR commitments made in existing
agreements, and will use new market-opening initiatives, such as FTAA, Chile and
Singapore negotiations, to seek further improvements in EP protection.
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Question 3: One area of particular concern for all of these industries is the threat
posed by the explosive growth of internet piracy of software. The U.S. has estab-
lished a fairly effective legal regime to address illegal activity on the internet. Can
you assure me that the office of the USTR will promote the adoption and implemen-
tation of similar measures by countries that are demonstrated to be allowing a dis-
proportionate amount of internet activity that is infringing on intellectual property
rights?

Answer: I can assure you that, if confirmed, I will press for strong protection
against internet piracy of software and other products protected by copyright, focus-
ing particularly on countries that are the most egregious violators. Again, this is an
area where the United States has a tremendous competitive advantage and a clear
interest in pushing for rigorous protection such as that provided in the United
States.

Question 4: The EU moratorium on any new biotech approvals, even for the im-
portation of grains and foods, that their own scientific panels have found to be com-
pletely safe is now a major problem for farmers in America. What are you prepared
to do to get the EU to lift its moratorium and approve pending products? Will this
be a high priority on you agenda? I would like you to send the Finance Committee
a progress report on your efforts to address this serious problem by April 1.

Answer: Addressing our trade problems with the EU with respect to bio-engi-
neered agricultural products will certainly be a high priority on my agenda. Amer-
ica’s farmers should not be the victims of the EU’s failure to establish and operate
a timely, fair and effective approval system for genetically engineered agricultural
products. If confirmed, I will work closely with the Congress, as well as with U.S.
agricultural interests and technology companies, and other interested stakeholders,
to determine the best course of action to address this problem.

Question 5: Despite biotech’s widespread acceptance in the U.S. and many other
countries, there has been consumer resistance in some markets, much of which
comes from misinformation about the safety of biotech products. It is vital that the
new administration undertakes an effort to promote and expand acceptance of
biotech products. Are you prepared to rigorously defend the safety of scientifically
tested and proven biotech products against unjustified attacks from those who are
trying to exploit consumer fears in the EU and elsewhere?

Answer: Ensuring that consumers have accurate information regarding the safety
of biotech products is essential. Both government and private groups have a respon-
sibility in this regard. If confirmed, I will certainly be committed to defending the
principle that health and safety regulations must be scientifically based and should
not be used as disguised protectionism.

Question 6: I am concerned that certain EU member states are working through
various international bodies to discourage the adoption of science-based systems for
regulating biotech globally, and more are instead seeking to build an international
framework that is biased against technology. Many nations throughout the world
look to the U.S. for guidance on issues such as this, but in my view our government
has not shown enough leadership. How do you propose to ensure U.S. leadership
in crafting a sensible set of international rules regarding biotech trade—one that
safeguards real risks, but does not reflect the hysteria and junk science inherent
in many reactions to these products? Do you think that a more coordinated response
from the various U.S. agencies involved in this issue could help in these efforts?
What can you do to ensure such coordination?

Answer: The question of food safety is an important one, and efforts to ensure that
food imports are safe will be a priority. Health and safety standards employed to
ensure safety must be based on scientific principles and evidence. Otherwise, they
will do little to ensure the actual safety of the food being consumed, whether it is
produced domestically or imported. In addition, standards not based upon science
can be used, purposely or inadvertently, as a tool of protectionism. If confirmed, I
will work to ensure that health and safety standards employed to ensure food safety
are based upon scientific principles and evidence. Further, I will certainly work with
other interested agencies in the U.S. to ensure that we effectively utilize all avail-
able resources to accomplish this task.

Question 7: The previous administration pledged to push for further privatization
of government-owned telecommunications companies. Would you agree that it would
be desirable to encourage other countries to privatize further as part of upcoming
trade negotiations?

Answer: Yes. Privatization of government-owned telecommunications companies is
an important goal, and complements our efforts to open markets and encourage
competition. Should I be confirmed, I will continue to press governments to privatize
their telecommunications companies.
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Question 8: What steps would you take as USTR to ensure that other countries
fully and quickly open their telecommunications markets to competition?

Answer: U.S. law and our trade agreements provide a range of tools to ensure that
competitive opportunities in telecommunications markets abroad are maintained
and expanded. If confirmed, I would vigorously enforce our laws, such as section
1377 of the 1988 Trade Act, and trade agreements, such as the WTO Basic Telecom
Agreement. I will also work to expand telecommunications market-opening commit-
ments in the WTO, as well as in regional and bilateral negotiations.

RESPONSES TO QUESTIONS FROM SENATOR SNOWE

Question 1: Will you work with the [forest products] industry to advance this goal
in the near term, either in bilateral or multilateral negotiations, and if so, how?

Answer: As with any product, tariff escalation can be a real problem. With respect
to wood and paper products, I am aware that the forest products industry had
sought tariff liberalization through the Accelerated Tariff Liberalization initiative.
From what I understand, some progress had been made on this issue at the Asia
Pacific Economic Cooperation forum and, later, at the Seattle Ministerial. If con-
firmed, I will work closely with the forest products industry to advance its trade
agenda in both bilateral and multilateral negotiations.

Question: How do you plan to use [the Uruguay Round Agreements Act] authority
to make ATL sectoral tariff agreements an ‘‘early deliverable’’ in our FTA negotia-
tions with Chile, the Free Trade Area of the Americas (FTAA) and any other trade
agreements the U.S. may negotiate?

Answer: The Bush Administration is committed to opening foreign markets to
U.S. exports, and I am aware that the ATL sectors represent important U.S. ex-
ports. If confirmed, I will work closely with U.S. industry to develop priorities for
the FTA negotiation with Chile, the FTAA, and other trade agreements. I will, in
turn, work with my counterparts abroad to pursue U.S. interests. I know that it is
important that we make progress on the ATL sectoral tariff agreement. However,
it is also important not to take any action that could undermine our leverage for
some of the more difficult issues in future negotiations, such as agriculture.

Question 2: How do you plan to get Japan to open its market to U.S. forest prod-
ucts?

Answer: Ensuring compliance with trade commitments will be a central priority
of mine and of this Administration. I am not aware of a threat by the Government
of Japan to initiate a safeguard action against wood products imports. If confirmed,
however, I will certainly focus my attention on this specific issue and on the larger
objective of opening the Japanese market to U.S. wood and paper products.

Question 3: Do you think it is appropriate for the U.S. to reach some under-
standing with our G–7 colleagues—and especially the EU—to avoid excessive vola-
tility in our currencies? Should the maintenance of a strong, but competitive dollar
exchange rate be a cornerstone of the Administration’s trade and economic policy?

Answer: As in any Administration, it is essential that comments regarding ex-
change rates and the value of the dollar be left to the President and the Secretary
of the Treasury. If confirmed, I will, of course, be working closely with the Presi-
dent’s economic team in formulating and implementing our international economic
policy. Nevertheless, I would defer to the President and the Secretary of the Treas-
ury for any specific comments on the value of the dollar.

I do, however, want to make clear that I believe that trade policy does matter,
even in light of currency fluctuations. Currencies fluctuate up and down over time
in a flexible exchange rate system while, in the trade arena, we negotiate perma-
nent changes to the conditions of trade. Negotiating the permanent elimination or
reduction of a tariff against a U.S. export is meaningful, regardless of any changes
in exchange rates.

Question 4: As USTR, what do you plan to do to protect these industries from a
massive disruption in their exports to Europe?

Answer: The dispute with the European Union on the Foreign Sales Corporation
is, of course, a tremendously important and sensitive issue. I am still learning about
the details of this dispute, but I have to say that I have grave concerns regarding
the European Commission’s motivation for bringing this case. I am well aware of
the implications for our industries if the Europeans choose to retaliate. The EU also
has to understand that their actions in this case are threatening to undermine sup-
port for our participation in the WTO. After all, the WTO rules are not intended
to dictate the fundamental structure of a country’s tax or fiscal system. I would urge
the EC to exercise great caution in deciding how to proceed with this case.

Question 5: Do you plan to make sure that China does not backtrack on these
commitments [regarding potatoes]?

VerDate 11-MAY-2000 10:27 Apr 04, 2001 Jkt 000000 PO 00000 Frm 00098 Fmt 6601 Sfmt 6621 69894.NOM SFINANC2 PsN: SFINANC2



95

Answer: The PNTR legislation passed by Congress mandates that the President
certify that the commitments made by China as a part of its accession to the WTO
are at least as good as those made in its bilateral agreement from November 1999.
1 need to understand better the specifics of China’s commitments regarding pota-
toes, but I can assure you that I will not tolerate any backtracking by China on its
WTO commitments.

Question: The USTR must also deal quickly with remaining phytosanitary issues
on fresh products. Do you plan to do this?

Answer: I am not aware of the specifics regarding negotiations with China on
phytosanitary standards relating to fresh products. In general, however, I would em-
phasize that removal of unjustified technical barriers to imports of U.S. agricultural
products will be an important objective during negotiations with China, as with any
country. Duty reductions and tariff-rate quotas negotiated in any trade agreement
will only be commercially meaningful if there are no other barriers to trade. If con-
firmed, I will certainly look into this carefully and pursue the matter as appropriate.

Question 6: Do you plan to negotiate with Mexico to open their markets to fresh
and seed potatoes from the U.S.?

Answer: If confirmed, I will need to consult with the USTR staff and to hear from
the potato industry to understand better the specific facts surrounding this issue.
However, as I noted earlier, opening markets to our products will be my central mis-
sion as USTR. As for the specific issue that you are raising, this Administration will
work hard to ensure that SPS standards in Mexico, and elsewhere, are based on
sound science.

Regarding tariff elimination, it is my understanding that there are timetables set
forth in NAFTA for the elimination of duties on these products. If confirmed, I will
certainly look into the possibility of accelerating the elimination of duties on these
products.

Question 7: Will the USTR look into leveling the playing field for U.S. potato ex-
ports to Canada?

Answer: Yes. I will certainly look into any restrictions that limit our access to
other markets, with regard to potatoes or any other product. If confirmed, I will con-
sult with the USTR staff, and with the potato industry, to find out more about the
specific barriers to which you refer.

Question 8: Will you work to achieve unrestricted immediate duty free access for
fresh and processed potatoes and support science-based provisions to assure sound
science phytosanitary issues?

Answer: If confirmed, I will certainly work to achieve the maximum market access
for American producers and farmers in any negotiation, including negotiations with
Chile on a Free Trade Agreement. My understanding of the negotiations with Chile
is that talks were initiated only recently, and the process of consultation with Con-
gress and the private sector regarding priorities in the negotiations is not yet com-
plete. If confirmed, I will make sure that the U.S. potato industry has every oppor-
tunity to participate fully in these consultations.

As for your question regarding SPS standards, it has long been the view of the
United States, and it will continue to be the view of the Bush Administration, that
SPS standards must be scientifically based. I will work toward this very important
objective in any upcoming negotiation where these issues are being discussed.

Question 9: Will you support [full access for potatoes under the FTAA]?
Answer: President Bush strongly supports a hemispheric free trade initiative. This

is essential to ensure that our workers and farmers, including potato farmers, have
full access to the markets in our hemisphere. In addition, as I stated earlier, this
Administration will work hard to ensure that SPS standards are based on sound
science.

Question 10: Do you plan to implement the carousel retaliation law?
Answer: If confirmed, my intent will always be to apply the law. This is an obliga-

tion that I take very seriously.
As for your specific question regarding the carousel provision, I know that this

is a matter of great sensitivity and importance to many members. That is why, as
I stated during the hearing, I need to examine further the details of the legislation
so that I can better understand its specific requirements.

It may be helpful, however, for me to give you a little bit of context as to how
I view the carousel concept. I see this measure as potentially a valuable tool, insofar
as it encourages compliance in a particular dispute. After all, it serves no one’s in-
terest to have a retaliation list remain in place for an extended period of time, if
it is having no constructive effect. At the same time, it is important to maintain
flexibility in how to deal with any trade dispute. Our goal should be to resolve the
problem and open markets. My views, of course, will not bias my reading of the stat-
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ute, but I thought it might be helpful to give you a sense of how I look at the provi-
sion in principle.

RESPONSES TO ADDITIONAL QUESTIONS FROM SENATOR SNOWE

Question 1: In my state of Maine, the domestic rubber footwear industry has been
a vital part of the economy but has faced adverse effects due to low-cost imports
over a period of years. Because of the import sensitivity of this labor-intensive in-
dustry, our government saw fit to exclude it from the Kennedy Round, the Tokyo
Round, and the Uruguay Round. As you know, such exclusions have not been grant-
ed in free trade agreements.

If it has been determined that this import-sensitive domestic industry necessitates
an exemption from trade agreements with other countries or regions, why then
should it be viewed differently during free trade agreements?

Answer: The negotiating dynamics in the WTO are very different from those in
the context of an FTA. The basic objective of a round is to reduce barriers to trade.
The basic objective in a free trade agreement (FTA), on the other hand, is just
that—free trade. If the United States were to begin exempting sectors in an FTA
negotiation, the other countries involved in the talks would do the same on products
of great interest to the U.S. In the end, the free trade objective would not be
achieved and some of the most pernicious barriers to our exports would remain in
place.

Having said that, I am very mindful of your concerns regarding the impact of free
trade agreements on the domestic rubber footwear industry. The benefits of trade
liberalization are real and widespread, but I understand that the competitive pres-
sures on certain import-sensitive sectors can, at times, be severe. If confirmed, I
hope that I can work with you to better understand the situation faced by Maine’s
rubber footwear industry.

Question 2: Under the WTO, free trade is understood to mean ‘‘a group of two or
more customs territories in which duties and other restrictive regulations of com-
merce . . . are eliminated on substantially [emphasis added] all trade. . .’’ This un-
derstanding does not require an elimination of all duties. The 1994 Understanding
does not preclude this interpretation.

Would you agree with the principle that the rules should be the same for all trade
agreements, including FTAs, to determine whether an import-sensitive domestic in-
dustry such as rubber footwear should receive an exclusion?

Answer: As I noted in my previous response, the negotiating dynamics in FTAs
and the WTO are very different.

This, however, does not diminish the significance of the impact felt by certain im-
port-sensitive industries. If confirmed, my goal will be to ensure that we have a
trade policy that truly levels the playing field so that competition can be open and
fair.

RESPONSES TO QUESTIONS FROM SENATOR TORRICELLI

Question 1: A number of Members of Congress have joined me in complaining to
the Government of China about the piracy in China of copyrighted standardized
tests administered by the Educational Testing Service, headquartered in New Jer-
sey. Can you assure me of your support in trying to end this piracy, and, if so, what
actions are you prepared to take?

Answer: I need to understand better the specifics of this particular copyright pi-
racy complaint, but I can assure you that I will not tolerate intellectual property
rights violations of the type you describe in China or elsewhere. If confirmed, I will
certainly look into this carefully and pursue the matter as appropriate.

Question 2: If this (trucking) decision goes against the U.S. will the U.S. abide
by the result? What steps will the U.S. take to preserve the safety of America’s
roads by ensuring that any Mexican trucks operating in the U.S. are properly regu-
lated?

Answer: The President has indicated that he believes the NAFTA trucking provi-
sion should be implemented. I will, of course, want to study the final report of the
NAFTA Panel when it is issued.

My understanding is that nothing in the NAFTA prevents us from applying our
own safety standards or from taking any necessary steps to enforce those standards.
Should I be confirmed, I will consult closely with the Department of Transportation,
Members of Congress, and other interested parties to ensure that Mexican trucks
operate safely within the United States.

Question 3: During the past 4 years, the USTR enjoyed some notable success with
the Enhanced Initiative on Deregulation and Competition, with its focus on sectors
vital to U.S. international competitiveness. By doing that, they ensured U.S. indus-
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try a place at the table in negotiations with the Japanese Government for the past
4 years. It is my understanding that the Japanese Government would like to reduce
the importance of this Initiative by turning it into a monitoring arrangement with
the U.S. I object to this and would hope the USTR continues to give the talks their
full support.

Can we count on your support for continuing to press Japan to deregulate its
economy and the various industry sectors that were the focus of the Enhanced Ini-
tiative?

Answer: One of the major reasons Japan has been stumbling economically for a
decade is that it has not deregulated and opened up its economy. Our focus should
be on working with Japan to ensure that it deregulates, which would include im-
proving transparency and securing strong enforcement of competition policy. The
Bush Administration places a high premium on working with Japan to achieve fur-
ther meaningful deregulation of its economy.

RESPONSE TO A QUESTION FROM SENATOR KYL

Question: Will the Bush Administration support Taiwan’s entry to the WTO and
insist that China live up to its pledges not to try to block such an outcome?

Answer: Yes.

RESPONSES TO QUESTIONS FROM SENATOR LINCOLN

Question 1: Mr. Zoellick, will you make this pressing problem [regarding Cana-
dian softwood lumber practices] your first priority immediately upon your confirma-
tion?

Answer: As I indicated at my hearing, I am concerned about this problem and will
make it a priority to both learn more about the intricacies involved and the poten-
tial avenues for resolution. I understand that there has been a long history to the
dispute, including findings of subsidies in countervailing duty cases, the establish-
ment of an export tax in the 1980’s, and the negotiation of the current agreement
establishing a tariff rate quota. It is also my understanding that there have been
concerns expressed from differing sides regarding the current agreement, dealing
with, among other things, Customs classification and circumvention issues. If con-
firmed, I will certainly want to consult closely with Members of Congress and inter-
ested stakeholders to explore possible solutions. This issue will be very high on my
agenda. I know well the press of time given the expiration date of the current agree-
ment.

Question 2: Will you contact your Canadian counterpart, and report back within
1 week of your being confirmed on whether Canada is willing to make the necessary
reforms to their system or put in place a real and complete offset to their subsidies
and dumping before the expiration of the U.S.-Canada Softwood Lumber Agreement
on March 31?

Answer: If confirmed, my first task will be to learn more about this issue from
our side, especially the USTR staff. I want to be able to sit down with my counter-
part in Canada as soon as practicable to discuss avenues for a solution. As noted,
I fully intend to consult closely with Congress throughout this process.

Question 3: What would you do to move Japan and our other trading partners to
eliminate trade-distorting import barriers and allow substantial market access to
U.S. rice?

Answer: While I need to learn more about the details of this issue, I am aware
that U.S. rice producers face a number of market access barriers abroad. If con-
firmed, my intent would be to press for expanded access through monitoring and
enforcement of our current trade agreements and, where possible, through further
trade negotiations. Reducing trade barriers to agricultural products, including those
facing rice in Japan and in other markets, will be one of the central trade priorities
of this Administration. We need to pursue this priority through tariff reductions, ex-
pansion of tariff-rate quota quantities and reductions in trade-distorting support. I
look forward to working with our agricultural industry and the Congress to identify
barriers that should be reduced and negotiating approaches that create new market
access opportunities.

Question 4: Can I have your assurance that you will give this important sector
[i.e., retail companies such as Wal-Mart] a high priority in trade negotiations?

Answer: Efficient distribution is an essential feature in the infrastructure of mod-
ern economies, and I believe that retail distribution should be among our priorities
for current and future services negotiations. I worked effectively with retail distribu-
tion companies to open markets in Japan through the Structural Impediments Ini-
tiative negotiations. If confirmed, I would welcome the opportunity to work with
companies, such as Wal-Mart, that are highly competitive in world markets, to bet-
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ter understand the avenues that are available to expand market access. I can assure
you that, if I am confirmed as the USTR, our negotiators will continue to press
these issues vigorously in international negotiations.

Question 5: If confirmed, what steps will you consider in the Office of the U.S.
Trade Representative to increase the profile of retail in trade negotiations?

Answer: I agree with you regarding the importance of eliminating restrictions on
retail trade. It is my understanding that the United States has submitted to the
WTO a number of negotiating proposals as part of the on-going WTO services nego-
tiations and that among the priorities in that document is addressing barriers to
retail distribution services. If confirmed, I will press ahead with efforts to address
such barriers, not only in the ‘‘built-in’’ WTO services negotiations, but in other mul-
tilateral and bilateral negotiations as well.

Question 6: What trade laws are you willing to use to discourage such anti-com-
petitive activity [i.e., the creation of protectionist barriers against retail establish-
ments] on the part of foreign countries?

Answer: I am concerned, in this context as well as others, about the practice of
certain foreign governments to employ facially neutral regulatory measures as a
means of erecting disguised barriers to U.S. goods, services and investments. If con-
firmed, I would certainly use all tools at my disposal to eliminate barriers of this
kind, including, where appropriate, those trade remedy laws (such as Section 301)
that have been provided by Congress. I would also forcefully advocate our rights
under existing agreements, such as the WTO and NAFTA, that prohibit the creation
of technical standards as unnecessary obstacles to trade.

Question 7: The Commerce Department chairs the inter-agency Committee for the
Implementation of Textile Agreements (CITA). We need to make sure their proce-
dures are open and fair to everyone concerned, including consumers, retailers and
textile procedures.

Will you be an advocate to CITA for fair and open procedures for all interested
parties?

Answer: If confirmed, I would look forward to working with the Commerce Depart-
ment and other agencies represented on CITA to ensure that the Committee main-
tains and implements fair and open procedures.

Question 8: What do you see as the future role of the USDA/FAS Cooperator pro-
gram [particularly in the context of the wood products industry]?

Answer: I look forward to learning more about the operation of this particular pro-
gram, which I understand is organized and administered through the Department
of Agriculture, including ways in which its mission can be best coordinated with the
activities of USTR. If confirmed, I will certainly explore ways in which USTR and
USDA can better utilize their collective resources—both with regard to the forestry
industry in particular as well as agriculture more broadly—to further agricultural
trade liberalization. Our wood products industry is extremely competitive inter-
nationally, and eliminating foreign trade barriers in this sector must be a key pri-
ority.

Question 9: How will you work with the [forest products] industry to advance this
goal [of eliminating tariffs] in the near term, either in bilateral or multilateral nego-
tiations?

Answer: Although I am not familiar with the details, I understand that the forest
products industry sought tariff liberalization for wood and paper products through
the Accelerated Tariff Liberalization initiatives. From what I understand, some
progress had been made on this issue at the Asia Pacific Economic Cooperation
forum and, later, in discussions with WTO trading partners. If confirmed, I will
work closely with the forest products industry to advance their trade agenda in both
bilateral and multilateral negotiations.

Question 10: Will your department stand firm behind its science-based decisions,
and how will it approach [foreign] non-tariff barriers [disguised as sanitary and
phytosanitary requirements]?

Answer: If confirmed, I will support the U.S. Government’s science-based deci-
sions. I will also work closely with Members of Congress, agriculture interests, and
U.S. regulatory agencies to eliminate non-tariff barriers in foreign markets that are
not based on science.

Question 11: Will it [the administration] be willing to reopen discussion of the EU
ban on poultry imports?

Answer: I am not currently aware of the specifics regarding the EU’s ban on poul-
try products that have been rinsed with chlorine. If confirmed, I will need to consult
with USTR staff with the U.S. poultry industry to understand more fully the facts
surrounding this issue before committing to a specific course of action. In general,
however, I would emphasize that removal of unjustified barriers to imports of U.S.
agricultural products will be an important objective of this Administration.
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Question 12: How will you work to increase our worldwide market share [of agri-
culture trade] and secure the viability of our domestic agricultural industry?

Answer: Access to foreign markets is critical for the viability of our domestic agri-
cultural industry. Simply put, our agricultural industry needs access to foreign con-
sumers to thrive. U.S. exports have been limited well below their potential, both in
total value and in market share, due to market access barriers in many foreign mar-
kets. The Bush Administration will make reducing these barriers a high priority.
If confirmed, I will maximize all of our leverage to advance our agriculture negoti-
ating objectives, including pursuing our WTO negotiations as a single undertaking.

Question 13: How do you intend to protect our agricultural interests during future
WTO negotiations?

Answer: One of the best protections for U.S. agriculture is a vibrant and growing
export market for U.S. products. I, as USTR, will make it a priority to reach a WTO
agreement that opens markets to our exports and reduces foreign subsidy levels. To
do this, this Administration must obtain Trade Promotion Authority from Congress.
If confirmed, I will consult with agricultural interests and the Congress to obtain
this authority and to ensure that any WTO agreement the United States negotiates
protects U.S. agriculture interests.

Question 14: Over the last year, USTR has spent significant time working with
the government of Mexico to insure that its WTO telecommunications are fulfilled.
As a result, there has been some progress, for which USTR deserves much credit.
How do you plan on proceeding to insure Mexico comes into full compliance?

Answer: Although I am not familiar with all of the details, I understand that the
Government of Mexico has taken positive steps in recent months to promote com-
petition in its telecommunications market and that carriers affiliated with U.S. com-
panies have resolved some key issues. However, I understand that serious concerns
remain. If confirmed, I would hope to address remaining concerns with my Mexican
counterpart, while maintaining all appropriate options, including moving forward
with a WTO case if warranted.

Question 15: Congress passed legislation last year requiring the USTR to rotate,
or ‘‘carousel,’’ the list of goods that it uses to retaliate against countries that fail
to comply with a WTO ruling. This legislation is important to a number of American
businesses and producers, including the beef and banana industries, that have been
harmed by unfair trade practices on the part of the European Community. Delay
in implementing carousel retaliation may cause permanent damage to American
producers.

As USTR, will you seek to implement carousel retaliation as soon as possible?
Answer: If confirmed, my intent will always be to apply the law. This is an obliga-

tion that I take very seriously.
As for your specific question regarding the carousel provision, I know that this

is a matter of great sensitivity and importance to many members. That is why, as
I stated during the hearing, I need to examine further the details of the legislation
so that I can better understand its specific requirements.

I believe the carousel concept is potentially a valuable tool, insofar as it encour-
ages compliance in a particular dispute. It serves no one’s interest to have a retalia-
tion list remain in place without leading to compliance. At the same time, it is im-
portant to maintain flexibility in how to deal with any trade dispute. Our goal
should be to resolve the problem and open markets. I will closely review the require-
ments of the statute and consult with Members of Congress in determining the best
way to implement the requirements of this carousel provision.

Question 16: I am a strong supporter of biotechnology and believe that agriculture
biotechnology holds great promise for American agriculture and for the consumers
around the world. As a member of the bipartisan Senate Biotech Caucus, I am con-
cerned about the EU moratorium on approval of new biotech products. This morato-
rium has prevented or delayed the introduction of promising new technologies and
has eliminated the market for U.S. corn. Other countries, especially developing
countries, have watched the EU developments and have decided to wait until the
EU situation is clear before approving or adopting new technologies.

The New Administration could develop a coordinated plan with all relevant agen-
cies including: USDA, Dept. of State, USTR, and the White House Office of Domes-
tic Policy to resolve the EU moratorium on biotech product approvals. This plan
needs to focus on implementing a trade policy which would encourage the EU to
adopt a regulatory system based on scientific principles for agricultural products de-
rived from modern biotechnology and to remove unfair barriers to U.S. produced
foods or food ingredients produced through biotechnology.

How would you address this issue?
Answer: If confirmed, I will work closely with all stakeholders, including the Con-

gress, U.S. agricultural interests, technology companies and other government agen-
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cies to develop a coordinated plan to address impediments to our new technologies
and our exports. By insisting on science-based regulation and by working with those
in the EU who agree with this approach, I am hopeful we can assist the EU to move
beyond the moratorium on approval of new biotech products.

Question 17: [Steel is a very important industry in my state of Arkansas]. Can
we be confident that you will defend U.S. application of the dumping law at the
WTO and work to maintain and enhance this law as an effective remedy in future
trade negotiations?

Answer: The steel industry is an extremely important sector of our economy and
I am well aware that it has been under extraordinary stress in recent years. Both
the President and Vice President are committed to vigorously enforcing our trade
laws and defending them against challenges at the WTO and elsewhere.

Question 18: Do you support some type of multilateral mechanism governing trade
in steel—one that would address subsidies, overcapacity, dispute settlement and
anticompetitive conduct?

Answer: Addressing the impact of the fundamental distortions in global steel
trade on U.S. producers and workers is clearly a key policy challenge that merits
consideration of innovative approaches. If confirmed, I will consider all appropriate
policy options to address the current problems in global steel trade, including ap-
proaching this issue through multilateral mechanisms.

Question 19: We have the ‘‘GBT’’ agreement on basic telecommunications, another
on financial services, and a sectoral agreement in the aluminum industry, but noth-
ing in the steel sector. Do you see an opportunity here?

Answer: Sectoral agreements can be important tools to address problems that are
unique to a particular industry. I understand that in 1989 the United States initi-
ated the negotiation of a Multilateral Steel Agreement (MSA) to eliminate trade-dis-
torting subsidies and non-tariff barriers in international steel trade, but that these
negotiations ultimately failed. I will, if confirmed, consider the views of Members
of Congress and the domestic steel industry on whether sufficient consensus exists
at this time to explore the possibility of new multilateral negotiations on steel.

Question 20: As a member of the Trade Deficit Review Commission, you suggested
the need to revamp Section 201, the ‘‘safeguards’’ provision of U.S. law, to make it
more effective in combating import surges that injure U.S. industry and workers.
You identified several advantages that Section 201 has over the dumping law, in-
cluding the use of industry adjustment plans, and the ability to address trade prob-
lems on a global basis. In recent years, industries and importers have had to wait
many weeks or months for the President to act in these cases. Additionally, recent
WTO decisions have cut back on the scope of the 201 remedy. In addition to the
need for legislative reform, will you work in the WTO to improve the safeguards
agreement and preserve this remedy?

Answer: In my view, it is essential that the United States maintain strong trade
remedy laws, including effective safeguard mechanisms. If confirmed, I will work
hard to ensure that we fully protect the rights we secured in the Uruguay Round
to grant import relief for domestic industries that have suffered, or are threatened
with, serious injury as a result of a surge in imports.

Question 21: The farm-raised catfish industry in the United States is possibly the
fastest growing agricultural enterprise in America during the past decade. This in-
dustry employs more than 25,000 people in rural regions of deep south states where
the region is characterized by high unemployment, extreme poverty, and a great
need for potential job development. The catfish industry has been built on nutri-
tious, high-protein, quality products. Vietnam catfish imports have been increasing
dramatically in recent years and I am concerned about the impact this will play on
our domestic industry, as well as the well being of the consumer who may not be
aware that they are purchasing a foreign product. Is your office aware of the in-
creased catfish imports from Vietnam?

Answer: Your statements at the hearing and these questions have made me very
aware of the importance and sensitivity of this issue for you and your state. I under-
stand that increased volumes of catfish are being imported from Vietnam with ef-
fects on the domestic industry. If confirmed, you can be assured that I will look into
this matter to understand the issue better. I will, at that time, be glad to work with
you and the U.S. industry to determine whether any trade action is warranted.

Question 22: Is the Administration monitoring these imports, and if not, then will
you work to insure that an adequate assessment is made of the amount of and rel-
ative safety of catfish imports arriving from Vietnam?

Answer: As a nominee, I have limited access to information regarding what spe-
cific actions the U.S. Government is taking on this issue. If confirmed, I will cer-
tainly look into this situation further and determine which agencies have responsi-
bility for monitoring the volume and safety of catfish imports.
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Question 23–25: Do you feel that our 40-year-old trade policy toward Cuba has
been an effective tool in bringing about social/political changes within Cuba? If yes,
then will you describe what specific successes this policy has brought about? If no,
then will you work to change this policy during your tenure as the United States
Trade Representative?

Answer: This is not an area that falls directly under the authority of the USTR,
so I am reluctant to comment at length on this issue. I can tell you, however, that
President Bush opposes relaxation of sanctions against Cuba, unless the current re-
gime frees all political prisoners, allows free expression, and commits to democratic
elections.

RESPONSES TO QUESTIONS FROM SENATOR DORGAN

Question 1: How can we promote ‘‘free trade’’ with trade agreements that permit
the EU, China, and other nations to keep tariffs that are several times higher than
America’s tariffs on their goods? How can we have free trade when the USTR’s Re-
port on Foreign Trade Barriers is 430 pages long?

Answer: I agree that it is unfair to allow disparities to persist between U.S. tariffs
and those of our competitors. In my view, we will never reap the full benefits of
free trade until these disparities are eliminated and foreign tariffs are at or below
U.S. levels. Should I be confirmed, I will work closely with you and other Members
of Congress to achieve that goal.

With regard to the Report on Foreign Trade Barriers, I agree with you that the
length of the document in many ways reflects the amount of work that remains to
be done.

Question 2: In negotiations concerning the WTO and FTAA, will putting strict dis-
ciplines on the activities of State Trading Enterprises, such as the Canadian Wheat
Board, be a high priority for you?

Answer: I believe that issues involving State Trading Enterprises should be an im-
portant part of the U.S. trade agenda. From what I understand, existing U.S. nego-
tiating proposals in the WTO and FTAA call for disciplines on the activities of state
trading enterprises, such as the Canadian Wheat Board. If confirmed, I intend to
work with Congress and our agricultural community to find the best course of action
to address long-standing concerns about State Trading Enterprises.

In addition, as I stated during the hearing, I support the continuation of the Sec-
tion 301 investigation of the Canadian Wheat Board. I think it is important to ob-
tain as much information as possible on how this entity operates so that we can
better determine how to pursue this matter.

Question 3: You were a member of the Trade Deficit Review Commission which
recently concluded that ‘‘large and growing trade deficits’’ are neither desirable nor
likely to be sustainable. Do you agree with that conclusion? As America’s senior
trade negotiator, what steps will you take to reduce our exploding $450 billion dollar
deficit?

Answer: As you may know, there were broad areas of agreement among members
of the Commission, but some divergent views as well, particularly with respect to
the causes and consequences of the trade deficit and recommended responses.

The recent rise of the current account deficit has largely reflected the stronger
rates of economic growth in the United States than in our major trade partners, as
well as the attractiveness of the U.S. economy to investors from around the world.
While ever growing trade deficits could raise problems of sustainability at some
point, we need to better understand this potential problem and how we could deal
with it. Although I recognize that there is a possibility that there could be a disrup-
tive adjustment—a scenario sometimes called a ‘‘hard landing’’—I do not believe
that this is likely. Nevertheless, I also believe it is prudent to prepare for contin-
gencies.

While there may be disagreements as to the cause or the effect of the current ac-
count balance, I will certainly be committed to tearing down foreign barriers to
goods and services, and to ensure we enforce U.S. laws against unfair trade.

Question 4: Your colleagues on the Trade Deficit Review Commission rec-
ommended that the President’s budget for fiscal year 2002 include additional staff-
ing for the Department of Commerce and the U.S. Trade Representative for the task
of monitoring and enforcing trade agreements. Do you believe USTR now has ade-
quate staffing to do its job? If not, will you push for increased staffing?

Answer: The Bush Administration is committed to enforcing our trade agreements
and to defending aggressively the rights of the United States in dispute settlement
proceedings. I am very pleased that Congress recently approved additional funding
for new compliance positions to strengthen USTR’s and the Department of Com-
merce’s monitoring and enforcement program. If confirmed, I plan to review USTR’s
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enforcement efforts and how these new positions will be utilized. Until then, I would
want to reserve judgment about the adequacy of our monitoring and enforcement
resources. However, I will closely consult with you and other Members of Congress
to determine the USTR’s future needs and will certainly push for increased re-
sources if USTR needs them.

Question 5: What is your thinking in regard to unilateral trade sanctions? How
does this apply to Cuba?

Answer: In general, I am skeptical about the use of unilateral sanctions. Sanctions
can be a significant foreign policy tool, but they must be used judiciously. If they
are not used effectively, sanctions will hurt U.S. business, farmers, and workers.
President Bush has also called for the exemption of food and medicine exports from
new unilateral trade sanctions.

The question about removing unilateral trade sanctions against Cuba is not an
area under the responsibility of the USTR. I can tell you, however, that President
Bush opposes relaxation of sanctions against Cuba, until the current regime frees
all political prisoners, allows free expression, and commits to democratic elections.

RESPONSES TO QUESTIONS FROM SENATOR BINGAMAN

Question 1: The U.S. Trade Deficit Commission, of which you were a member, ex-
plored in detail the causes and consequences of the ongoing and increasing U.S.
trade deficit. As I mentioned in my opening statement, I am aware of the economic
complexities and ideological differences involved in analyzing these figures. Al-
though in the report the Commission addresses the question of whether or not the
U.S. trade deficit is sustainable in economic terms, my question to you involves the
political sustainability of the trade deficit. Specifically, do you feel that the trade
deficit must be addressed if the Bush Administration is to achieve its stated desire
to obtain fast-track authority, expand NAFTA and create a Free Trade Agreement
of the Americas?

Answer: I agree with you that there are political concerns associated with main-
taining a large trade deficit. Addressing these concerns is part of the challenge of
rebuilding support for further trade liberalization. I take this challenge very seri-
ously and consider my work on the Trade Deficit Review Commission as very help-
ful in preparing me for this task.

As for the economics of the issue, I firmly believe that the gains from more open
and expanded trade, measured in terms of faster productivity growth, better paying
jobs and higher standards of living, occur irrespective of the aggregate balance of
trade. This does not mean that we should be complacent in the face of trade bar-
riers. Far from it. It does mean, however, that we need to communicate the impor-
tance of these benefits more clearly to the public so that this Administration can
obtain the trade promotion authority necessary to maintain an open trading system
and eliminate barriers to our exports.

Question 2: Concerns about a lack of consensus on trade policy in the United
States and the renewal of fast track authority for the President should direct atten-
tion to Federal programs that are specifically designed to assist U.S. workers ad-
versely affected by foreign trade or who lost their job as a result of a shift in produc-
tion overseas. All of these programs fall under the jurisdiction of the Department
of Labor. Over the last year, several analyses have indicated significant problems
in the delivery of assistance to these workers. Of specific concern are the (1) the
incompatibility of the various programs designed to assist workers; (2) the lack of
coordination between Federal and state governmental agencies in the delivery of
benefits; (3) the lack of speed and coherence in providing benefits, and; (4) the lack
of performance measures and internal oversight at the Department of Labor in
tracking the efficacy of program outcomes. One recent GAO report, entitled Trade
Adjustment Assistance: Trends, Outcomes, and Management Issues in Dislocated
Worker Programs@ (GAO/GAO–01–59), outlined these problems in specific detail.
Can you assure me that this is an issue that will be raised by you with the Presi-
dent as you discuss the U.S. trade policy agenda? What specific recommendations
would you make in this regard?

Answer: As you noted, the worker adjustment programs are not under the juris-
diction of the USTR. I do, however, definitely agree that they are an important part
of the trade policy agenda, and that it is essential that these programs operate effec-
tively and efficiently. I also agree that this is a matter, worthy of the President’s
attention. If confirmed, I certainly hope to work with you and the Secretary of Labor
to look carefully at the effectiveness of these programs and to identify the steps nec-
essary to improve their performance.

Question 3: As the U.S. Trade Representative, do you intend to advocate and pur-
sue a U.S. trade policy designed to further integrate the United States with Mexico
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and Canada? If so, from your perspective, what should the specific components of
such a plan be? In your view, what would be a realistic timeframe for the implemen-
tation of such a plan?

Answer: The economies of Canada, Mexico and the United States are more inte-
grated now than ever before, and this process is continuing. The NAFTA, for exam-
ple, will not be fully phased in for trade between Mexico and its two North Amer-
ican partners until January 1, 2008. Therefore, the questions are whether, and how,
to go beyond what NAFTA has already set in motion.

A part of the answer is the work program set out in the NAFTA itself. As I under-
stand it, there are 25 different working groups, committees and subcommittees that
are charged with implementing agreed NAFTA provisions and, in many cases, ex-
ploring new initiatives that can further facilitate trade and investment. I intend to
review this undertaking and, working with Mexico and Canada, explore new or ac-
celerated initiatives that can be begun over the coming months.

All three NAFTA partners are participants in the WTO, the FTAA and APEC, all
of which have an agenda for further liberalization. And while these efforts obviously
include many more economies than the three NAFTA members, we must recognize
that we share a trade advantage that can never be diluted—geographic proximity
and peaceful borders. We should focus some attention on what can be done to facili-
tate trade in goods at our borders, which is increasingly important as tariffs and
quotas disappear. We should also work to spread the benefits of North American
integration to more firms and to more workers, especially small and medium-sized
enterprises that are less likely to be exporters or importers. In addition, we should
also encourage greater dialogue at the state and regional level on trade, since farm-
ers, manufacturers and service providers will increasingly focus on such rules as
Federal trade barriers disappear.

Question 4: As the U.S. Trade Representative, do you intend to advocate and pur-
sue a U.S. trade policy designed to integrate the United States with the countries
of Latin American through a Free Trade Agreement of the Americas (FTAA)? If so,
from your perspective, what should the specific components of such a plan be? In
your view, what would be a realistic timeframe for the implementation of such a
plan? Given your participation in drafting the environmental and labor side agree-
ment for NAFTA, would you advise the President that a FTAA should contain an
environmental and labor component?

Furthermore, only a very few Latin American countries have joined the ITA—a
1997 WTO agreement which eliminates tariffs on semiconductors, PCs, software,
telecom equipment and other IT products. Meanwhile, many developing countries in
other regional of the world—including India and Indonesia—have signed on to the
ITA. Latin American countries should act now to join this agreement. It is in their
interests to do so, as this will give them access to advanced information technology
at the most competitive prices and will spur growth in their own economies. Can
you assure me that IT tariff elimination will be part of your near-term negotiating
strategy on the FTAA?

Answer: The objective of free trade in the Western Hemisphere has been identified
by President Bush as a high priority. If confirmed, I look forward to exploring the
most effective ways to advance the objective of trade integration within this Hemi-
sphere. I understand that a preliminary FTAA text has been prepared, and this will
be an important starting point as we consider the best next steps. The guiding prin-
ciple in negotiating this agreement, as with any FTA, will be to secure an agree-
ment that is comprehensive, provides solid economic and commercial benefits, and
garners broad support. If confirmed, I look forward to consulting closely with Mem-
bers of Congress as we further refine negotiating objectives. As I stated at my con-
firmation hearing, I believe we should keep our options open in terms of other
agreements beyond the FTAA, such as a U.S.-Chile Free Trade Agreement. Reflect-
ing the President’s sense of priority in this area, I hope we can move forward with
these regional initiatives expeditiously. With regard to incorporation of labor and
environmental provisions in the FTAA or other regional trade agreements, this is
an area in which I would intend, if confirmed, to consult closely with Members of
Congress and other interested parties as we move forward.

I share your view that maintaining tariffs in the IT sector is demonstrably not
in the interest of the countries of the Hemisphere that have yet to sign on to the
ITA. Tariffs on IT products both harm competitiveness in general and discourage
investment. If confirmed, I look forward to working with interested Members of Con-
gress and the high-tech industries as we formulate our detailed negotiating prior-
ities for the FTAA.

Question 5: Your speeches and articles indicate that you are very aware of the
strategic importance of the East Asia region to the United States. They also indicate
that you are receptive to the possibility that regional trade blocs may be an accept-
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able and positive alternative for U.S. trade policy at this time. In light of the failure
of the World Trade Organization (WTO) conference in Seattle and the apparent dif-
ficulty involved in negotiating a new global trade agreement, do you feel the United
States should pursue regional trade agreements in the East Asia region, especially
under but not limited to the Asia-Pacific Economic Cooperation forum? As U.S.
Trade Representative, would you advise the President that this is a priority equal
to that of the Free Trade Agreement of the Americas?

Answer: President Bush has stated that expanding free trade in the Western
Hemisphere is a top priority, and if confirmed I will vigorously pursue that goal.
At the same time, America’s trade and economic interests extend far beyond this
hemisphere. We want to launch a new round of global trade negotiations, empha-
sizing a key role for agriculture. We will seek to negotiate regional and bilateral
agreements to open markets around the world with nations ready and willing to im-
plement faithfully the obligations of such agreements. I believe this would create a
competitive dynamic among nations to endorse and implement free trade. There are
opportunities in the Asia Pacific, including encouraging fulfillment of the Asia-Pa-
cific Economic Cooperation forum’s free trade goals. I would add that I do not see
these multiple liberalization efforts as leading to ‘‘blocs’’, but rather to an open and
competitive regionalism—with the United States integrated economically in all key
regions.

With trade promotion authority, the United States can set the pace and lead the
world. In the absence of this authority, other countries will continue to move for-
ward with trade agreements without us. We cannot afford to cede U.S. leadership
to others.

Question 6: The North American Free Trade Agreement (NAFTA) committed the
United States to opening the U.S.-Mexico border to trucks in 1995, but thus far the
United States government has refused to allow Mexican commercial trucks to oper-
ate on U.S. roads. After several years of negotiations, Mexico finally took the case
to a NAFTA dispute panel, and that panel has signaled an intention to rule in favor
of Mexico in the coming weeks. What is the position of the Bush Administration on
the commercial trucking component of the NAFTA agreement?

Answer: The President has indicated that he believes the NAFTA trucking provi-
sion should be implemented. I will, of course, want to study the final report of the
NAFTA Panel when it is issued.

My understanding is that nothing in the NAFTA prevents us from applying our
own safety standards or from taking any necessary steps to enforce those standards.
Should I be confirmed, I will consult closely with the Department of Transportation,
Members of Congress, and other interested parties to ensure that Mexican trucks
operate safely within the United States.

Question 7: Congress passed legislation last year requiring USTR to rotate (i.e.,
‘‘carousel’’) the list of goods it uses to retaliate against a country that fails to comply
with a WTO ruling. Carousel retaliation is vital to a number of American busi-
nesses, including cattle ranching and other agricultural interests in New Mexico,
that have been harmed by unfair trade practices conducted by certain EU members.
Delay in implementing carousel retaliation leaves American agriculture interests
suffering serious economic damage with no real redress. Can you assure me that,
as U.S. Trade Representative, you will implement carousel retaliation as quickly as
possible?

Answer: If confirmed, my intent will always be to apply the law. This is an obliga-
tion that I take very seriously. As for your specific question regarding the carousel
provision, I know that this is a matter of great sensitivity and importance to many
members. That is why, as I stated during the hearing, I need to examine further
the details of the legislation so that I can better understand its specific require-
ments.

It may be helpful, however, for me to give you a little bit of context as to how
I view the carousel concept. I see this measure as potentially a valuable tool, insofar
as it encourages compliance in a particular dispute. After all, it serves no one’s in-
terest to have a retaliation list remain in place for an extended period of time, if
it is having no constructive effect. At the same time, it is important to maintain
flexibility in how to deal with any trade dispute. Our goal should be to resolve the
problem and open markets. My views, of course, will not bias my reading of the stat-
ute, but I thought it might be helpful to give you a sense of how I look at the provi-
sion in principle.

Question 8: Last year, Senator Hollings introduced S. 2793, a bill that amended
the Communications Act of 1934 to strengthen the limitation on holding and trans-
fer of broadcast licenses to foreign persons, and to apply a similar limitation to hold-
ing and transfer of other telecommunications media by or to foreign governments.
Although this bill very likely runs counter to our WTO obligations, it has gained
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support in the Senate because certain countries obtain competitive advantage in the
international market through the collection of domestic monopoly rents. Further-
more, they remain unwilling to liberalize and privatize their telecommunications
market. As such, the bill raises several important questions concerning inter-
national telecommunications policy as pursued by the United States.

First, should corporations that are owned entirely or significantly by foreign gov-
ernments be allowed to purchase or merge with U.S. corporations that are already
fully privatized?

Answer: I am reluctant to make a categorical statement because an answer to
your question would depend on the unique facts of a particular foreign investment.
In my view, while there may be exceptions, I do not think that government owner-
ship alone should be a disqualifying factor. In general, foreign investment in U.S.
telecommunications companies is an important source of capital that allows U.S.
companies to expand their networks and offer new, more competitive services that
benefit U.S. users and the overall U.S. economy.

Question: Second, in your view might such an arrangement raise competitive or
national security concerns, or are sufficient review mechanisms in place already?

Answer: As I understand it, investment in the telecommunications sector by for-
eign entities would in most instances fall under the purview of the Federal Commu-
nications Commission, the Department of Justice, and possibly the interagency
Committee on Foreign Investment in the United States. My understanding is that
the Federal agencies that have examined this issue have concluded that the U.S.
Government has effective mechanisms to address the competition and national secu-
rity concerns raised by any foreign government-owned carrier wishing to participate
in the U.S. telecom market. If confirmed, I look forward to working with you to ex-
plore this matter further.

Question: Third, what steps would you take as USTR to ensure that other coun-
tries fully and quickly open their telecommunications markets to competition, and
do you agree that it would be desirable during upcoming telecommunications trade
negotiations to encourage other countries to fully privatize?

Answer: U.S. law and our trade agreements provide a range of tools to ensure that
competitive opportunities in telecommunications markets abroad are maintained
and expanded. If confirmed, I would vigorously enforce our laws, such as section
1377 of the 1988 Trade Act, and trade agreements, such as the WTO Basic Telecom
Agreement. Looking forward, we now have a valuable opportunity to expand tele-
communications commitments in the WTO, and in regional and bilateral initiatives.
Privatization of government-owned telecommunications companies is an important
goal and complements our efforts to open markets and encourage competition.
Should I be confirmed, I will continue to press governments to privatize their tele-
communications companies.

Question 9: The primary U.S. objective in agreeing to the establishment of the
World Trade Organization was to achieve a dispute resolution system that promised
to resolve international trade disputes and obtain enforceable judgments quickly, ef-
ficiently, and fairly. Although the United States has clearly enjoyed some successes
under the current arrangement, a more comprehensive look reveals grounds for seri-
ous concern. As U.S. Trade Representative, what priority would you place on re-
forming the WTO dispute resolution process, and what specific recommendations
would you suggest for reform of the WTO as you pursue U.S. trade policy?

Answer: If confirmed, I intend to take a careful look at the WTO dispute resolu-
tion process, and the various proposals that have been, made for reforming the sys-
tem. I also intend to take a close look at the United States’ approach to the dispute
settlement process, in order to determine whether there are more effective ways to
achieve the results we want in future trade disputes. A well-functioning dispute set-
tlement system is clearly essential to the viability of the multilateral system and
support for our participation in the WTO here at home. I will, of course, consult
closely with Members of Congress and other interested parties to determine how the
process might be strengthened.

Question 10: The semiconductor industry, which is a significant employer in my
state, was nearly wiped out in the mid-1980’s by foreign dumping in the U.S. mar-
ket. After obtaining relief under the antidumping law, the industry was able to
come back and is today the world market share leader, employing over 280,000 peo-
ple in high-paying jobs in this country. During the Uruguay Round negotiations,
many of our trading partners tried to weaken the international antidumping rules,
and thus undermine the effectiveness of the law. In the end, after years of hard bar-
gaining, a balance was struck that has allowed the law to continue to work, albeit
sometimes less effectively than before. The United States accepted this deal, and
has lived by it. I am concerned about reports that many of the same countries that
sought to weaken the antidumping remedy in the Uruguay Round are planning to
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try this again in any new round of WTO negotiations. I would like your assurance
today that you will not let this happen—that you will defend the antidumping law
and preserve its effectiveness in any new round.

Answer: I firmly support the retention and use of an effective antidumping law
and, if confirmed, pledge to work with the Congress toward that end. As you know,
the Department of Commerce has the lead responsibility for administration of the
law, but I will work closely with Secretary Evans to ensure that U.S. industries con-
tinue to have access to full and expeditious relief from unfair import competition.
As I indicated at my hearing, effective trade remedy laws are key to securing broad
public support for an open trading system. That will be a guiding principle for us
as we pursue new, market-opening initiatives in the WTO and elsewhere.

Question 11: China is currently the third-largest semiconductor market in the
world, and is expected to become the second largest market in the near future. Chi-
na’s accession to the WTO is therefore critical to opening this market for U.S. chip
exports. While significant progress in these negotiations was made under the last
Administration, a final multilateral deal still has not been reached.

Among the issues that reportedly remain outstanding is China’s commitment to
grant ‘‘trading rights’’—the ability to import and export—to all foreign firms. I un-
derstand that China is insisting that only foreign firms with a legal presence in
China will get such rights. This denies access to smaller U.S. firms that want to
export from this country. In addition, I am concerned about reports that China is
seeking to limit the ability of the United States to use its ‘‘non-market economy’’
antidumping rules with respect to Chinese goods, after agreeing in 1999 to allow
these rules to stay in effect for 15 years from accession.

I would welcome your assurance that USTR will not give in to Chinese efforts to
change the terms of its accession in the final stretch of the negotiations. It is very
important that the final deal with China be consistent with the 1999 bilateral
Agreement.

Answer: The legislation passed by Congress mandates, as a condition for extend-
ing PNTR to China, that the President certify that the commitments made by China
as a part of its access to the WTO are at least as good as those made in its bilateral
agreement from November 1999. I can assure you that I will not tolerate any back-
tracking by China on its WTO commitments.
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PREPARED STATEMENT OF HON. JOHN WARNER

Chairman Grassley, and my other distinguished colleagues on the Senate Finance
Committee, I am pleased to come before the Committee today and introduce Robert
Zoellick to serve as United States Trade Representative.

Mr. Zoellick has an extensive career at Treasury and the State Department, and
in the private sector.

His broad experience in the trade arena makes him well qualified to handle the
delicate and complex trade policy challenges that will come before the new Adminis-
tration over the next several months.

His distinguished career includes a key role in negotiations of several pivotal U.S.
trade initiatives. Notable among them are his significant contributions to the labor
and environmental provisions of the historic North American Free Trade Agree-
ment.

More recently, his work in the private sector provided counsel to U.S. Administra-
tion officials during consideration of China PNTR.

Mr. Zoellick is also well known and respected by his international colleagues. He
has served as a representative for the United States in various capacities and
worked to develop favorable relationships with his foreign counterparts throughout
Europe, Asia and the Americas.

I commend his qualifications to you and urge the Committee’s favorable consider-
ation of his nomination.

Æ
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