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'Remarks of S'enator Max Baucus
Alliance for GATT. Now
- May 191994 "

""'_G'Oodf.m.or'ning, and thank y.ou...fo"r. the invitation.

A month ago in Morocco the S|gn|ng of the -

| .’:Uruguay Round agreement capped nearly elght years

ks -of negotnatlons The Round Was opened and Iargely

_,_,.-errltten by Republrcan Presndents It was autho__rrzed

- -‘:f':'_}'v_:,_-}and encouraged by Democratlc Congresses It had' |

H-iblpartlsan support from the beglnnlng and still does I_ B
todayl. lAnd, on balance it |_s. a_good_deal.for_our

s ';.co__.u'/ntry.

Today | would like to talk about what the GATT
- offers our country',"an_d. the issues we need to address
~in the implementing legislation. But unfortunately,

that is. premature.



lnstead we must dlSCUSS the budget process A h
: procedure we adopted four years ago the SO- called
pay as- you go rule makes us cut a dollar in

‘ spendmg-ror'rarse a dollar- in taxes for each dollar We f
Iose in tarlffs Th|s rule has come s to threaten the o
entlre GATT enterprlse "And so today I wrll make the_l:' ‘
case_ to war_:\_/e the rule S0 that we can"pass the __G-ATT -

*th-is'y‘earf.__j-- .




ACCOMPLISHMENTS OF THE URUGUAY ROUND

- Let’ s begln by revrewrng the opportunrty we have |

at hand When we opened the Round |n the fall of

71986 we hoped to bnng trade in servrces and farm
:products under GATT cut agrlcultural export
. ‘SU-bSIdleS requrre GATT members to protect-

‘rnteHectuaI property rlghts and contrnue cuttlng tanffs. =

| and openrng markets on'a farr recrprocal baSlS And

.7'wh||e we d|d not meet alI our goals we met many of ".'

o _,them._’_

| Within ten years, the Roundem raise world .~

'economrc productron by $27O bllhon a year It will
cut Europe S agrlcultural export subsrdres reduce

'tanffs and proteot Works of mtellectual property




The Administration believes that it can add between
$1OO and $200 biIIion a year to America S economy,

and create hundreds of thousands of new iobs

It is not a perfect agreement. We need“to keeyp_'_ .
a | vv'or‘king- on tariffs | We ',nee.d'. mor’e'outS' in agricultural .
eXp.ort:subsidies. The-audioVisual‘ quota problem |
‘remains' unsolve.d-. l.‘ v'voul'd\ like shorter phaseOUts on.

'patent standards ‘more attention to envrronmental

o issues and a fairer deal in finanCiaI servrces Some of -

o this can be done in the |mpIementing Iegislation but

much cannot But on the whole the Round is good

for the United States



" RETAIN RIGHTS TO USE NATIONAL TRADE LAW

L Equally rmportant is somethlng the Round does

do That is, it does not ellmlnate our nght to. use

..tra'de-'._law.s:hke Sectron 301 and Special 301

Whrle the agreement is baS|caI|y sound it will not

"solve aII our problems Many issues remain on whrch
”'-"-_'we have serlous dlfferences W|th our GATT partners

T and on. whrch we' must be ready to use our natlonal

Iaws

Japan s colluswe busmess practlces of course

were outsnde the Uruguay Round s scope from the

,‘ B start. ‘GATT is not equrpped to address them. o |



jWe still need bllateral talks and the leverage of Super
- 301 to solve them and the Natronal Trade Estlmate S
44- page report on Japanese trade practlces shows

y how far we' have to go.

‘-.On' b'alanCe -Ithe’- Uruguay' ROund will have some |
veffects in antl dumplng, countervarllng dutles and the “ |

"varlous mcarnatlons of the 301 law -- regular Sectlong

.-301 Super 301 and Specnal 301 But they are Ilmlted

B and can be addressed in the ,mp|ement|ng bill On

o Intellectual property, the blll can make clear that we o

| 'can use Specral 301 |f necessary in areas that remaln-f
outS|de= the'GATT lt should also require beneﬂcnarles_'
to meet GATT level standards to keep thelr GSP.

- pnvneges



' GATT AND SUBSIDIES =

Then we come to the subS|dy provrsrons Wthh

o ‘allow GATT members to greenllght an array of

_‘ government lndustrlal polrcres In essence they are
| ”l’des1gned to protect us agalnst challenges to our |
. lndustrral. re.se-arch"-..progra_ms - SEMATECH the.
Advahced 'Technolcsgy Progra-m-- éVen National
Instltutes of Health grants to medlcal Iabs Nobody
'has ever challenged these programs And when you |
| .‘“set out as we seem to have done to le somethrng |

_ that Wasn t broken you usually create new problems. o

| think there are ways to fix this pro-blem |n
implemeniting-Ieg'islation But it does hfave‘ to be
 fixed -- even if you see no problems at all you see

| 4forty four Republlcan Senators on a Ietter saying so.



- That opposmon is probably enough to stop the Round '
o Trade agreements requ1re a brpartrsan consensus to i
negotrate and pass», and that,applles to fundlng;'as:‘

- well.

' WTO AND SOVEREIGNTY

The other |ssue WhICh seems to have popped up

,'recently is the |mphcat|ons of the new World Trade

- ,Organlzatlon for Amerlcan soverelgnty | say seems o

o because the WTO is realIy an |dea that has been

around for a whrle It is frrmly rooted |n the hlstory of .
- this Round aII the way back to 1986 It was in the "
\"'-',fast,—track’ authorizing bl||S. It should. come :as no -

- surprise:



Sovereignty is an emotional issue. But a'close_' |
ook shows that the WTO does not undermine

.'SOVereignty in any meaningful Way And the peOple

L \-'who are complalnrng could have looked -~ as I d|d -- at .-

o the: proposal when the Bush Admlnlstratlon negotlators

" proposed it in 1988 Nonetheless rt is a concern

whrch we need to address through educatron and the |

- .'mp|ementlng bill.

 PASS THE GATT THIS YEAR |

- On “"clhe whole, the GATT is a good deal. Every |
other_eoontryre'c‘ognizfes this. | belieﬂve_ every oth.er»f'
_' coontry' is ready to pass the GA-TT this year It rs
{j’crltrcal to our ablhty to remaln a Ieader on rnternatlonal "

econo_mrcs. _and.trade. -




it“fis"-'c’r’uoi’al' to 'ourf credibiiity in-all' international trade :
negotlatlons -- whether it is openrng the markets of

: Chma and Japan freer trade wrth Lat|n Amerrca or

| }-:deahng wrth our problems in Europe and Canada We

4_‘need to pass the GATT and we need to do it th|s f |

" year. And | believe Congress reCOQH'ZGSTha’t‘-

~ PAYING FOR THE GATT

| Th'S 'iSF.é‘”;Vé‘.FY well. But the agreement is only a =+

bluepnnt Wit'hf"'imag'i-nation and aco‘uple» Of flvo'o"r
votes you can turn |t lnto a good sturdy house But-

we also. have to pay the constructlon flrm

10 -



At present estlmates the Uruguay Round. WI||
reqU|re us to g|ve up $14 b|N|on m tanff revenue over
~ the next flve years The Admlnlstrat|on wants to
';‘lnclude renewal of the Generalrzed System of
“Preferences and the Carlbbean Basrn Inltlatrve If- We'f
‘: _'go ahead wuth that it nses to $18 bllhon And under=
the present budget Iaws we have to make up at Ieast :
| "‘for $14 bllllon pOSSlbly $18 b|II|on and maybe even
o ‘, ‘:much more If we have to pay- for ten years worth of

.?'tarlff cuts

: .T'This w'iIIf“.'be to‘u’gh‘- It WI” be almost mpossnble to»‘.' ”
‘frnd a consensus for paylng for the GATT W|th
: '_ spendlng cuts. As an example I-voted for Senator
i-‘ o ‘_A"'_Kerrey S amendment |ast w1nter to cut $94 billion
L o '_.”from government health mllltary and agncultural

 programs. “Only 34 other Senators-,Jomed us.

M



The Ho'use Wvoul'd n’ot evenac‘cept $13 billion of the
‘$26 bl”lOl"l in addrtlonal cuts we dld adopt in thIS |

| ,year s budget resolutron

Look at the proposals the Admrnlstratlon has |
| floated Ralsmg spectrum fees for radlo broadcasters

| fcuttlng the farm program and so on. Every

~ ,J.“’Congressmnal offlce has heard from the radlo

broadcasters asklng why they should pay for an

S agreement that means aImost nothrng to radro

“'statlons Apart from the obV|ous polltlcal d|ff|culty of
| V.gettlng Members of Congress to p|ck flghts W|th every
~radio statlon in therr dlStrICt espemally in-an electlon |
| .year the radro broadcasters are nght It IS unfalr to
» p|ck on them leeWIse W|th agrlculture which gets
less from the new,WTO‘ than ,moste Amerrcanbuxslness f

‘sectors.

12



So it’s toUgh to 'get started' And even if'we-: fi‘nd’
some new places to cut rt is jUSt practlcal reallty that |
“the Presndent and the Admlnlstratron as a whole have :
. made health reform the top prrorrty So has most of
_-"Congress Whatever taxes and cuts we enact thls

'-year are h_kely_.to go-to fund_the. hea_lth brll. |

THE CASE FOR A BUDGET WAIVER

It sa tough jOb And before we threaten the

Whole GATT by gamblrng that we can f|nd some way -

o to resolve it, we should examlne our assumptlons To

‘me, fmdlng budget cuts or tax lncreases to "pay" for ~

the GATT-_makes_' no economlc sense.

13



o g;jrevenues has found that the mcreased economlc

There is vrrtually unlversal agreement among

| economrsts that freer trade spurs economlc growth
R‘Ent:re dreary volumes of economlc work show that |n
,»\caseaafter .cas_e, ta_nff cut‘s' mean m’ore(econom_«ic ’

~ ‘growth and thus higher government revenues.

In the specnflc case of the Uruguay Round to my.
knowledge every economlst who has examlned the

"questlon of the lmpact of the Round on federal

actlvrty W|II raise, not cost revenues A recent study

- by the lnstltute for Internatlonal Economlcs concluded

'that

even under conservatlve assumptlons the Round
| should mcrease rather than reduce net flscal

revenue to the federal government



| | The St_ud,y Vf.ou"n.id _that under a_‘.wide range of -

.econ:'Omic' asSumptions the' Round Was }Iik‘el'y to-
-"generate revenue and help close the budget gap.

Slmllar flndrngs were reﬂected in a recent analysrs

conducted by DR}/r’}w!w% O I R

| The case for the Round increasing revenUes to the

federal government is much stronger than for other

| '»~_proposed exceptlons such as a cut in the caprtal galns .

L tax. 'In this case, the real revenue\effect |s--vrr.tually

.certain to be poSitiue Under some assumptrons the -
.Round may do more to create economrc growth and
shrink the budget defrcrt than any other measure this
| Congress is I|kely to consider. In other examples the )

effect on theﬂbudget is at best debatable.

45



PRECEDENTS FOR WAIVING THE RULE-

Pay as- you go |s a good rule We wrote it and in -
general we should I|ve by it. But every rule has |

exceptlons When we. passed the ruIe we also

o 'mcluded a walver procedure for specnal cases -- and

: the GATT is a speC|al case A goodv trade agreement,
jllke- the Uruguay Round |s not a-revenue'loser‘ And |
- even |n the case of ObVIOUS revenue Iosers we have'

o ,accepted budget walvers |n the past

We have done It for mternatlonal emergencres - |

for example the Gulf War and Kurdush refugee rellef.' N

We have done it for domestlc emergencres Last‘ .
| "year there was a|d for vrctlms of the Mldwestern

| flood and the_-Los Angele_s flres.

16



'-v:Before that Hurrlcane Bob andith'e Yellowstone flre of
-"'1992 The L.A; not was another example And |

) remember a few years ago when the crty of Chlcago

. | broke a hole |n the bottom of the Chlcago Rrver and

| flooded all the basements? Remember "The Clty that -
” ‘Goes Glug, Glug, Glug7" We warved the budget rules |

N to help them plug up the hole S

So we! ve done |t qUIte a few tlmes But the most

| grelevant example |s unemployment assrstanoe We

»_ walved the budget rules to help people who Iost thelr

n jObS in the reoessuon We were rrght to do |t But ‘

| look at'the irony. We can waive the rules when’ |

people lose thelr Jobs, But we can 't do |t to pass an

agreement that W|ll put them back to- work?

17



| -pohcy I am pessrmlstrc about the polltlcal chances to

| 'pass a GATT b|II any other way And |t is already Iate,_

The pay as- you go rule is hke underwear -It"s'

\ important You need underwear But you Iook foohsh
| 'and uncomfortable if you insist on wearlng the tnghtest ) "

.__(parr you can flnd

* DELAY THE GATT?

I

I am convmced that a budget walver is good

in May, SO there is not much t|me left to dec1de

But and this is always a shock to me, my

- posrtron |s not unlversally held Senate Republlcans in
partlcular but others as well have expressed

skeptlcl_sm about a budget waiver.

18



B

I

'-_.-There are 'forty-tOUr Senate Repdbt-icansalone,' and .
nine.i-n ,th;e .Fi‘nanoe lC"'ommi-ttee-. tf they don't W'ant'a.
"vyai.ve’r? they Wil'l" b‘e‘able to Stop~ one. ."At -that point\

| -We W|II erther have to delay the lmplementmg b||| unt|I

e 1995 or frnd the money somewhere

The House Majorlty Leader thlnks We should delay

o ’for a year That means a dlplomatlo embarrassment |
| _-"for the Unrted States a Iong wart on somethlng that;i
_' Wl” be a huge boost to our economy and busrness

"conﬂdence t,‘7

And next year of course, We erI face the same

b argument all over agam wrth a b|g olass of new
N Members of ,Congress. .Ma_ybe they vy~|_IIv all be GATT

'mavehs and trade lawyers. But | kind of doubt it_'.

19



'»Most WI” never have voted on fast track llstened to a
o GATT hearlng, or anythrng else They will want to |

- take thelr-tlme on the |ssue It mrght even be |

. unreallstlc to expect a bill before 1996

 WHAT ARE THE ALTERNATIVES?

| So we need to pass. the Round thrs year and we

K <.‘need the budget walver to do it.

. But trade policy is made on a bipartvisan- basis, or

itis. not made' at all If there is no brpartrsan |

| consensus for a walver there W|I| be no waiver.

20



Where then can we Iook for the money? Or, to
o be more pornted where else can the Republrcans who |
_oppose a walver -~ and thus must take responsrbrllty

o ffor flndrng the money -- Iook?

You can rule out most optlons rlght away Frrst
.f‘_"there are- socral programs. What cuts you see there |

- this year Wl|| go to health reform And in any case it- '-

L lrs grossly unfarr to make the elderly and the poor who'

erl benefrt Iess from the GATT than most people

o take the burden of payrng for it.

"I;h'en"there is the;'military It |s aIready cut to the
_'bone And it would be tough -- and maybe dangerous "
grven-:North.Korea, Iraq and our other-.‘problems —-to

- squeeze more money out of defense.

21



And frnaIIy there are new taxes | dovn"t' think the -

'busmess communlty wants the GATT so badly rt

would propose a rlse |n the corporate tax rate.

"-.Correct me |f I'm wrong, and ask’ someone else to put

'thenr name on the b|l|

| see 'Only‘ one realistic 'alternatiVe Opponents of

RS a budget walver must look at the tax code -~
spe,crflcally, at'-the.prov,lsro‘ns- we v_euphemrstlcally call

~"tax expenditures."

They must flnd the deductrons and Ioopholes o

N ‘Wthh beneflt those who galn most from the GATT
For example wrrteoffs for percentage depletlon
A'.advertrsmg, meals forelgn source mcome preferences" ‘

. . '.}.and the Ilke They must keep crossmg them off untll"

f they get to at least $14 b||||on

22



. If'_they ar_ev- not prepared to do that,‘the,y should ‘either‘ -
accept the waiver or admit that there v.vi‘lllbe[no “GATT_ |

--.this year for s'u"r}e, and_maYbe_ next' year too; :
CONCLUSION
It |s a plty to spend SO much time dlscussmg the

| *budget Th|s Round of the GATT elght years in the .

'maklng, WI|| be good for our country It WI” be good |

| for the World There is overwhelmlng consensus on oo

that. And we have a Iot Ieft to do -- |n tarlffs
subS|d|es, |nteI|ectua| property and elsewhere — ina

" few short months if we are to finish on time.

23



These p'roblems are important | hope to spend o
.etlme workrng hard on an lmplementlng blll that
protects our trade Iaws and deals W|th our problems -
rn soverelgnty, agrrculture and so on But we can’t
: get to. any of them if we: can t solve the money

. problem

To do that we need your help You are the

’ --‘Alllance for GATT Now If we want GATT now we

need the budget walver So I m countrng on yOou to.

: _organrze the busrness communlty,.and get them

_behlnd the warver We don t have much tlme and we

need aII the help and commltment we can get

Thank you, and now Ill take.yo‘un..questions. o

: "’ .

24
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