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equmpment and services opporiunities to be of value in trade negotiations. Theses cites are

marked for your attention in the attached testimonmy.

This has been proposed in the USG's APEC list of desired results when the heads-of-state

from APEC nations meat this Nawember in Canada,

I thought this material would be helpful to youw in making the case for last track and
liberalized oppartunities for energy equipment sBnd services,

A lwrge amount of the credit for moving this itemn into the trade negotiation arena belongs
ta Don Eiss of USTR who needs to hear from those of us who see value in the strategy

for LIS imdustny.

Encl.
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TA E EAR

WASHINGTON - The Senate Finance Committee met today to consider the
President 5 fast track proposal, the Caribbean Basin Initiative and the
Administration’s trade initiative for Sub-Saharan Africa. The fallowing is the
opening statement of Chairman William V. Roth, Jr. (R-DE):

"Our hearing today focuses on one of the most important toples we will face
during this Congress. Today, more than ever, our economic future is linked to
trade. A growing percentage of our gross domestic product depends on
international trade and access to overseas markets.

“We will, foremost, hear of the President's proposal for renewal of hie trade
negotiating authority and the related Congressional implementing procedures. We
will also hear from the Administration on two other proposals - one to create parity
between the treatment of imports from the Caribbean Basin and our NAEFTA
trading partners, and another on the Administration’s initiative for Sub-Saharan
Alrica.

“Before we turn to the President's representatives, however, | would like o
offer a few comments on the purposes behind the so-called fast track process.

“Since Cordell Hull — Secretary of State under Franklin Roosevelt and a
former member of this committee - first outlined his vision of a trade dgreements
program in the early 1930s, cooperation between the Congress and the Executive on
trade has been the foundation for our economic progress.

“The Constitution lodges the power o regulate foreign commerce with the
LCongress. Al the same time, it is the President who the Constitution empowers to
be our representative in foreign affairs. As a consequence, we need to work together
to make progress on trade.

“In Hull's time. tariffs represented the principal barrier our exports faced
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B GRAHAM
FiCHa0

Hnited States Senate

WASHINGTON, OC 205100603

Prepared Statement of

Senator Bob Graham

Senate Finanee Committee Hearing
Seplember 17, 1997

bAr. Chairman:

Thank you for holding this hearing today, and particularly for including CBI Parity on the
Committee’s agenda. | am very pleased that we have finally received the Administration’s Fast
Track proposal and 1 look forward 1o hearing from our distinguished panelists.

The issue we arc debating today goes well beyond whether or not to give the Presiden trade
negotiating authonty. [t is about how the American people view our country”s role in the world,
Are we to continue in our position of leadership, or will we retreat and take a new role s a
bystander? The world is moving ahead quickly, with or without us, It is for us to decide if we
will take our rightful position of leadership, or if we will stand aside while others rush in and
take our place.

Mr. Chairman, | believe that the world will be a berter place if traditional U.S. values of freedom,
faimess, and openness are in the lead as we move into the next cenmury. This can only happen if
WE are an active participant in making the rules and setting the agenda. If we choage to stand on
the sidelines, we will leave it 10 others 10 make rules that reflect their values and their interests,
01 ours.

But this is not just a theoretical debate. Enforcement of trade agreements has been a contentious
issue. If we are to move forward, the enforcement issue must be addressed. Failure to enforce
trace agreemenis converts international trade from the rule of law to & dominance of suspicion
and a lack of respect between irading pariners. Agrecments that are not enforced, of cannot be
enforced, are not worthy of the participation of the United Stares

A second issue that we must address is that of unintended consequences. Thar is what the
Caribbean Basin Trade Enhancement Act is intended to address. Previous trade agreemenis,
namely NAFTA, seriously hurt the economies of our Caribbean neighbors. These are countries
with which we have uniquely close and harmonious relations. Many of these countries are being
devastated by businesses and jobs moving to Mexico. Passing CBI legislation will remedy this
urnintended consequence of the MAFTA, and help U.S. companies to expand inte the Carihbean
markets at the same ime. 11 s in our economic and our national secunty interests,

Thank vou Mr. Chairman
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II.

UNITED STATES SENATE
COMMITTEE ON FINANCE

Heaning on legislation providing Fast Track Trade Authority and on

other Administration trade proposals.

Wednesday, September 17, 1997; 10:00 a.m.
Room SD-215 Dirksen Senate Office Building

WITNESS LIST

A panel consistng of;

The Honorable Robert E. Rubin, Secretary of the Treasury,
Washington, D.C,

Ambassador Charlene Barshefsky, Urnited States Trade
Representative, Washington, D.C.

Ambassador Jeffrey M. Lang, Deputy U.S. Trade
Representative, Washington, D.C.
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EMBARGOED UNTIL 10 A K. EDT
Text as Prepared for Delivery
September 17, 1997

TREASURY SECRETARY ROBERT E. RUBIN
SENATE FINANCE COMMITTEE

Mr. Chairman, | appreciate the opportunity .o appear today with Ambassador Barshefsky
to say a few words about the importance of renewing the President’s traditional trade negotiating
authority.

Since taking office, President Clinton has purswed a coordinated economic strategy 1o
foster growth and raise standards of living with three key parts: deficit reduction, investing in
people, and opening international markets. His strategy 1s working. The U.S. economy enjoys the
best conditions in the indusmalized werld, Unemployment has been below 6 percent for over 2
years and below 5 percent for 5 months, the economy has generated 13 million new jobs, and
inflation has rernained low. Real wages are rising, including for low-income workers.

But we must not le1 these current conditions, favorabls though they may be, mask the
challenges we sull face in improving our economy. There is still much work to do to make sure
we sustain this cconomic momentum into the future and that everyone enjoys the fruits of our
economy. That is why we must maintain our fiscal discipline and work to equip Americans with
the tools they need to prosper in today’s economy, through stronger education and training, and
assistance when dislocation oceurs. And we must also build on our trade record of opening
markets abroad 10 continue to create better jobs and raise standards of living.

Having trade negotialing authority is important because trade is 50 important to our
economy. Millions of Amencans owe their jobs directly or indirectly 1o trade. All Americans
benefit as consumers from the greater choice and lower prices which increased trade bri ngs.
Promoting open markets and trade also play a key rele in fostening global prosperity, which
benelits the United States by increasing international stability, and creating new markets to sell
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our products. Mr. Chairman, the economic well-being of the United States js mtegrally linked 1o
the rest of the world and U.S. lcadership on global trade is aecessary in promoting global growih,

With fast track authority, we can negotiate further trade agreements to open foreign
markets to U5, goods and services. Without it, no nation will enter inte a serious negotiation
with the United States, because of concern that the treaty will be revamped during the
Congressional process, and owr economic interests will suffer. Consultations with Congress,
both before and during irade negotiations, are a key provision of our proposed legislation. This
will ensure that Congressional views are fully integrated into the formulation of negotiating goals
and strategies,

Already, countries around the world are moving ahead to expand trade with each other,
There 1s no guestion this is going to continue. The only question is whether we will be part of the
process of integration, or on the outside losking in. To cite one example, look an the Mercosar
nations, who have created a preferential trade arrangement, 1.5, exports to ithese countries in
four of our most compelitive industries - road vehicles, metal goods, cosmetics, and electrical 3
equipment - fell by mere than 10 percent in 1996, while our exports in these gomds to the rest of
the world g1 .ow by almost 6 percent. We must make sure that U5, companies have a level
playing field as these markets of the future open their doors Lo trade.

The next steps for our trade agenda are to move forward in agreements in some of our
mOst compeditive sectors, and reduce barmers to trade in services and agriculture, which are kev
LS. exports, as well as complete a free trade agresment with Chile, a step towards elimination of
trade barriers in Latin Amenca. Lalin America and Asia are the two most dynamic economic
regions in the world and are areas of increasing importance as export markets for U5, goods, We
must reduce trade barriers in these regions and strengthen economic ties so thatl we may continue
ter create jobs and foster prosperity in this country. Meanwhile, as we tumn, our competitors move
ahead on trade arguments i both regions.

SAITANTS INIMAINDI 214Y19373

Fasl track 15 about mare than one trade agreement or set of trade agreements, however, It
15 about LL5. leadership in the growing global economy and is an integral part of the strategy that
has put cur economy on the right track.

Mr. Chairman, trade policy has been a bipartisan effort for the past fifty years and il
should continue 1o be a iparisan effort. 'We must continue to work together to devise an
acceplable negotiating authority so that we can continue 1o open markets, expand trade, and raise
hving standards both at home and abroad.
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Testimony of
L.5. Trade Representative Charlene Barshefsky
Renewal of Fast Track Authority
Senate Finance Commitiee
Seplember 17, 1997

Mr. Chairman and Members of the Communee. | want 1o thank you for the opportunity to appear
betore you today to sidress an issue that 15 vital ta the fuere of Amencan fammers, businesses. and
workers, o5 well as our position 8s a leader in the global economy: that is, approval of the
Administration’s proposal to renew fast track and the President™s tanff proclamation authority under
the “Expornt Expansion and Reciprecal Trade Agreements Act of 1997 Mr. Chairman, il enacted,
the President’s proposal would renew more than 60 years of cooperation between the Congress and
the Executive Branch in the negotiation and implementation of market-opening trade agreements for
the benefit of American workers and companies

What is at stake in your consderation of this proposal is nothing l2ss than whether the United Stares
will continue to be at the forefront of nations seeking the reduction of wade barriers and the
expansion of more open, equitable and reciprocal trading practices theoughout the world. As the
President said last week. the question before you is whether we are going 1o lead the way or follow.,
This is not the time to shrink from the future, but 1o seize the opportunities it holds.

The President i= right. Today, this country is at the pinnacle of its influence. Our economy is the
strongest 1n the world. [n the last four and one half years, the United States has once again become
the world's number one exporter, the world's largest manufacturer of automobiles, the world's
premier agricultural exponter, and the world’s leading producer of semiconductors. From the farms
of the Midwest to the high-tech firms of California and Massachusetts, businesses are growing,
unemployment is declining and inflation is urder control.  America leads the world in a very
competitive glabal marketplace. Our economy is the envy of cur trading pariners.

Today, international trade 15 an increasingly vital camponent of odr econamic strengeth at home and
leadership abread. Exports are more important in our economy than ever, Since 1993, more than
a third of our economic growth has come directly from exports, and the number of export-related
Jobs has increaged by 1.7 mallion. A total of some 11,5 million ULS. jobs depend on expons, and
these jolbs pay an average of 153% more tham noo-trade-related jobs, Since 1983, U5 exports have
rouzhly tripled from showt 5300 Billion to an expected 5900 Billion this year.

But, we cannot rest on our past accomplishments. We must iind oew markets for our goods and
services in order 1o help our economy to maimtxin sirong, growth. To ffame our economic challenge
clearly. the United States represenis four percent of the world's popuiation, yet our share of global
income is 20%0. How ane we going o maintain our enviable position” We must 521! 1o the more than
% of the consumers that live ouiside our borders, which requires that we further open foreizn
markets to our goods and services. We need fast track if our ecconomy is to stay on the fast rack,

I
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The Importance of Fast Track

Fast track 15 crtical to increase aceess 1o foreign markets and shift trade conditions in our favor, Fast
track sends a strong signal to our trading partners. 1t tells thern that when the President negotiates
a trade agreement, he has the confidence of the Congress behind him. It also indicates that the
United Staies 15 serious about reaching agreements that will reducs market barriers and trade
diztartinmg

This proposal reactivates a parinership berween the President and the Congress that dates back over
sii decodes. Becognizing that the high protective U5, an{f walls it established in 1930 had oy
served to deepen the Depression, Congress four years loter enacted the first reciprocal trade
agreements act,  [n that act, Congress gave the President authority 1o negotiote muteal waridff
seductions with our trading pastners. Congress renewed that ambority repeatedly over the vears, and
successive Presidents used the authority to dramatically reduce rariff barriers around the world.

“Fast track” was Dirst put in place under the Ford Administration in 1974, Under fast teack the
Congress and the President work rogether, ensuring that the United States can effectively negotiate
away foreign tariff barriers as well as non-tanff barners — such as quotas, protectionist produe
standards, and subsidies -~ which foreign governments have increasingly substituted for taritis 1o
exclude U5, products. It worked well for 20 years, a period over which every President had Fast
track authority with hipartisan support. Fast track lapsed glong with most of the President™s tariif
reduction authority three years ago.

With this legislation, we are seeking to reactivate the process by which certain trade agreemenis can
come back to the Congress for an up or down vote without amendment. We are not seeking
Congress’ approval of a particular trade agreement. Congress retains the last word.

Dangers of Inaction

There are serious and immediate consequences if we do not renew fast track. Increasingly over the
past few years, major trade agreements have been negotiated without our participation. Our
competitors are determined. sophisticated, strategic and focused. In every region of the world, but
particularly Latin Amenca and Asia, the two fastest growing regions of the world, governments are
pursuing strategic trade policiés and, in some cases, preferential trade arrangements. They are
forming relationships around us, rather then with us, and they are creating new exelusive trade
alliances to the detriment of U.S. interests. 1 can assure you thal our trading partners are non waiting
for us 1o pass a bill

A significant nwmber of bilateral and regional wade agreemenss are already operating here in the
Western Hermisphere, The United States is party 1o only ong  In facy, mest LS, trading partners in
the hemisphere have been actively forging closer ties with neighboring countries. In Latin Amernca
and Asix alone. over 20 such agreements have been negotiated since 1992 -- all withont us,
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Argenting, Brazil. Paraguay, and Uruguay have formed a cornman market, MERCOSUE. which has
a GO of approximately 31 wrillion and ambitions to expand 10 all of Sowh Amenca. MERCOSUR
15 the largest economy in Latin America and encompasses a population of 200 million. [t has struck
agreements with Chale and Bolivia, and is discussing sgreemants with a number of Andean countries
(Colombia. Venezuela), as well as countries within the Caribbean Basin. There are recem reports
that Canada is also in discussions with MERCOSUR. And, the EU and MERCOSUR already have
plans to conclude a reciprocal trade agreement by 1999,

Furthermore, the nations of the Andear Community have started meeting with member nations of
CARICOM and the Central Amesican Common Merket to discuss negotiation of free trade
irreemenls.

And, Chile, with one of Seuth America’s leading economies. has signed trade agreements with
Balivia, Colomia. Ecuador, Mexico, Veneruela, Canada and the MERCOSUR swmies. Indeed. Chile
has preferential trading relationships with every major trading country in our hemisphere bat one --
the United States.

In South Asia, the seven members of the South Asiin Association for Regional Cooperation (SARC)
— India, Pakistan, Bangladesh, Mepal, Bhutan, S0 Lanka, end the Maldives - have sct 2000 as the
target for the ereation of & free irade area. SARC now represents only about | percent of world trade,
but it encompasses roughly 20 percent of the world's population. This will increasingly be an
important market for U5, pocds and services

Access to markets in such developang nations is especially important to America’s economic future,
particularly those in Asia and Latin America which are projected to grow at rates as much as three
times the LS. growth rate. As noted, more than 96 percent of the world's consumers reside outside
the Linited States, Of the more than 30 million people who join the world's middie class annually,
an estimated three quarters are found in emerging markets and other low and middle- income
countries. Latin America alone, if cumrent trends contimue, will exceed both Japan and Western
Europe combined as an export market for U.5. goods by the vear 2010, Already, Latin America is
our fastest growing export market, even though the w@nff bamers within the region average three 1o
four times the average LLS. tariff. Similarly, the Asian Pacific Rim has bean our second Mmstest
growing export market in recent years, but its market access barriers are also generally higher than
U.5. barniers. The elimination of these inequities is in America’s fundamental interest, as we have
the most competitive economy in the world.

Owr lack of fast wack procedures elso disadvaniages us in comparison with our industrialized
competitors.  As mentioned, Canada recently signed o new trade agreement with Chile, giving
Canadian exporters substantial advantages over their LS, counterpans. Perhaps even more
disturtang, the EU, already the world's largest trading bloc, 15 poised for major expansion in the next
few vears, The EL) has secused for iz exporters significant advaniages in the transition economies
of Central and Eastern Furope. As noted, the ELT also has begun a process aimed at reaching a free
trade agreement with MERCOSUR and one wiath Mexico, 1t has aiso concleded a framework

.
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agreement with Chile which is expected 10 lead to a free trade agreement by 1999 based on recent
FeporTts.

China has targeted Mexice, Arpentina, Brazil, Chile and Venezuela as “strategic prionities™ in Latin
Amenca, China wants to enhance commercial Ues and ensure that key Latin countries are receptive
to 1ts brosder global apenda as a nsing power, both in the WTO and other fara, The Chinese
leadership has undertaken an unprecedented number of trips 1o Latin America in the last two vears,
and Latin America is China's second fastest growing export market.

Japan has undertaken hign level efforts throughout Asia and Laiin Amenica io enhance commercial
ties through investment and fpancial indtiatives, The Prime Minister of Japan recently visited Lann
America secking closer commercial ties and a greater Japanese commercial présence mn all respects.

The consequences of agreements being reached without us are not just theoretical; they are gquite
real. Many U5 firms are suffering from the competitive disadvantage cauwsed by preferential
agresments that do not include us. Our companies are losing export opportunities. Ouwr past «(forts
to level the plaving field will prove futile over the long-term if we begin to cede this ground w our
competitors. Examples abound:

¥ LS. fabric producer, Quaker Fabric, recently lost a 518 million a vear sale in Chile 1o a
Mexican competitor because of an 11% tarifl preference favoring Mexican producers

. LL5. apple producers are at risk in their Latin American markels due o Chile’s preferennal
tariff free, or near tan ff-free, access to MERCOSUR, Veneruela, Colombia, and ather South
American markets as a result of the FTAs it hag been negonated (six since 19913, U8,
producers have to absarb the non-preferential tariff cost to enter these growing markets.

. LS. com producers are facing competition in Chile from Argentinean producers who enjoy
a 3.3% tariff preference, which will grow to 11% over time.

* Chilean fresh fruit pays a 2 percent duty when entering Venezuela {due to the Chile-
Venezuela FTA), whereas U5, producers pay a 15 percent tanff.  The U.S, Embassy
estimates that U5 market share would grow from its cumrent 39 percent to 67 percent if 115,
producers had equivalent access to the Venerueian market.

MERCOSUE comprises the largest market in Latin America {200 million people and a GDP of
approximiately 31 trillion).  In the context of nepotaiing this cusioms union. Argenting. Paraguay
and Uruguay raized their tanff on imponed computer products to accommodate Beazil's interesis,
The net resulty was that the commion external tanff is sipnificantly higher (from zero to 14 percent
aef valewen in the case of Argentina, the second largest economy in South Amenca) than the onminak
tarift on these items in Argentine and others.

The United =tates can only redress these growing trade sethacks by concluding similar bilateral and

4
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regional agreements, a5 well as negotiating new multilaeral agreements that level the wade play ing
fizld. But no such agreements are likely as long as our trading pariners belicve that anv agreement
the President negotiates will also have ta be separately nepotivied with the Congress

Fost track, however, 15 about more than economics. 11 is aboul American leadership. As the
President said [ast week, fast track “is about whether ather countries will continue 1o Jook b the
United States 0 lead 10 a future of peace and freedom and prospenity. about whether the world will
be prowing 1ogether instead of coming apart, about whether aur economic ties will lead to culral
ties and ties of partnership, or whether we will be viewed as somchow withdrawn Trom the world.
not interested in leading i1, and therefore, not nearly as influential as we might otherwise be far the
cduses in which we so deeply heljave.”

Sudelining ourselves a1 this entical juncture will have repercussions that will be far more than
economic. Economie prosperity contribules to economic security. which in tum suppons demecracy
and stability. We are a1 the pinnacle of our influence and we should use that influence 1o shape
international economic rules and transmit our fundamental valies,

The Uses of Fast Track

The absence of fast track does not only mean that we cannol match our competitors when they
enter into preferential frade arrangements. [t also prevents us from achieving our own poals.
There are three major areas of pressing concern which requize fast track now.

First, fast rack would allow us to complele the buili-in agenda of the World Trade Organization:
that is, conclusion of the major trade negotiations that were deferred at the end of the Uruguay
Found and participation in negotiations mandated by the Uruguay Round sgreements in areas
ranging from rules of arigin to services. This vear, we resure nepodiations to expand and
improve the government procurement agreement. Mext year, we bepin again the negotiations on
intelleciual property rights, followed by agriculture negotiacons in 1999, and then services
negotiaions. We seek enhanted access to global markets in these areas. and the stakes are very
migh. The world's government procurement market will be a trillion-dollar market over the next
decade and bringing more countries into the agreement will be critical. Agriculture and services
represent another almost 32 trillion market, with agriculiure representing $600 billion globallv,
and services 1.2 trillion. We must have fast track authority to enter these varous talks or
countries will not put meanmghul offers on the table.

Second, fast track would enable us to pursue market-ocpening initiatives in sectors where the
United States either leads the world or is a powerful competitor. and where there is extraordinary
patential for growth. A good example of what can be achieved in this area is the recently
concluded [nformation Technology Agreement (ITA) the United States and 43 other nations
agreed 1o the reduct:on and eventual elimination of tarffs on information technology and
electronic products, including semiconductors, computers, telecommunications equipment, faxes,
phones. and integrated circuits, Thiz iz an extraordinanily favorable apreement for the United

3
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Slatgs, since we are a magor exponter of these products and ovr applicable tarifiz were alreads
guite low,. Because other countries generally maimained substantaily higher duties, this
agreement provides what amouns o a 33 billion tax cut for the U.S., money that can be used for
research and marker development, creating new business opportunitics and jobs for Americans.

in fact. the agreement has proven so successful that we already have a consenses among our
trading pariners to pursue an “[TA-II" -- in which we are seeking 10 expand the scope of prodicts
covercd by the arreement, address non-tardft barriers in addinion to tarifT barriers. and increase
access to the [nformation Superhighway.

We also are considering other sectors in which the Vnited Suses is very competitive, but in
which plobal barriers tend o be high. In particular. we are focusing on trade in chemicals,
enerpy equipment and services, environmental technology and services, medical equipment and
services, and wood and paper products,. Within APEC, the United Siates and its Pacific Rim
trading partners are working together to identify a number of areas that may be the subject of
agocelerated market opening discussions. Renewal of fast rack would show APEC that the
United States intends to fully lake part in the negotiations 2nd conclude key agreements.

Third. fast track is essential if we are 1o negoniate more comprehensive market access agreemenls
with individual countries, a5 well as on a regional hasis. This Administration, consistent with i1s
predecessors, has identified Chile as a prormising candidate for a comprehensive trade agreement.
Chile nppears in all respects W be prepared to enter into agreements with us that achieve our
economic objectives, as well as our goals with respect 1o labor and the environment, Chile also
symbolizes our commilment o proceed towards the conclusion of the Free Trade Agreement of
the Americas (FTAA) by 2005,

Frior to the purswit of other specific free-trade armangements, the Administration would clearly
define our negotiating objectives and consult clusely with Congress,

The Fasi Track Legislation

Fast Track is about forging an American consensus on trade and negotiating with our trading
partners from a position of sicenpth and unity. As many members of this Committee know, the
Administration spent significant time consulting with members in both Houses and of both parties
ta try to develop a proposal thet would reflect the views of the Amercan people. The consultations
were invaluabke in shaping this proposal, and [ thank the members of this Committes and their siaffs
for their significans contribution,

Let me now e o the specifics of the President’s propasal,
[he proposal Nirst sets cut “overall” and “principal™ rade regolating objecuves for the President.

The “vwerall” ohpectives call on ULS. nepotiaters (1) 1w obtain more open, equitable, and reciprocal
marksl seeess: (23w oblain the reduction or elimination of bamriers and other trade-distorting

SA9TANTS LHAWA 1IN0 A0UANI
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pelicies and practices that are directly related 1w trade and reduce market apporfunities for 115,
exports or distort 15, trade: {3} to further strengthen the sysiem of international trading disciplines
and procedures. (4110 foster economic growth, raise living standards, and promote full employvment
i the United States and 10 enhance the global economy; and (3) 1o address those aspects of foreipn
gaovernment polwies and proctices regarding labor, the environment. and other matters which are
directly related i trode and decrease market oppomunities for Uinited States exports or distort Uniled
States trade.

The “principal” objectives specify that LS. negatiators should seek (1) 1o reduce ar eliminate rada
barrters, and foreign government policies and practices directly related to trade that decrease market
access for LLS. exports or that distent US. trade: (2} w reduce foreign government barriers thar
discriminate agzinst or impose unreasonable regulatory barriers on ULS. service providers; (3] 10
reduce unreasonable bamiers to ULS. foreign investment; (4} to obtain adequate and effective
protection for LS. intcllectual propeny rights and increased access to foreign markeis for 1.5,
businesses that rely on intellectual propeny, (3) 1o make the procesdings of intemational made bodies
mare open w0 public view; (6) 1o secure fairer and more open conditions of trade for U.S, aericuitural
products; and (7) to promote through multilateral institutions wocker rights and sustanaile
development.

These objectives and guidance reflect the President’s three primary concems underlving the
proposal. The President has made clear that his first consideration in proposing this legislation is
the expansion of American trade opportunities abroad and the tearing down of barriers impeding
LI.5. access to foreign markets. However, the President also has made clear that we have an
obligation 1o promote the rights of workers and the environment. Cur commitment o worker rights
and the environment reflects long-standing, fundamental values of the United States. The proposal’s
objectives properly balance the need to open markets with the attention these vital issues deserve.

Thee proposal next provides that the President may enter iolo cerizun agreements regardimg tanffs and
implement them by proclamation. For example, the proposal would re-establish the President’s
tradinonal proclamaton authosity, under which ke can reduce LS, duties up to 50 percent and
eliminate duties of 5 percent ad valorem or less. This authority dates back 10 1934, The proposal
adds a new provision thet would allow the President fo harmonize or eliminate tanffs in conneciion
with reciprocal 1aniff agreements in particular sectors, as we did in the ITA, as well as 1o carry out
reciprocal tariff elimination agreements consistent with W70 rules,

In order for an agreement to qualify for fast-rack treatmem under the bill. the President must
comply with extensive notice and consultation requirements. These provisions enable the Congress
to set priorities, provide advice, and exercise oversight at all stages of the nepofiations. They ensure
that Congressional wiews will be refllected Both in any final acreement and in the manners in which
an agresment 15 carried oul.

The bill expands upon the nofice and consultation requiremenis included in earlier trode acts. For
example, the President must provide notice to Congress before initiating negotiations. and he must

T
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consult with Congress prior 1o concluding an agreement. Members of Congress and their stalt ars
to be named as cleared advisers with respect to on-going negotiations, These Congressional advisers
will be apprised of all critical phases of the negotiations, and they will have direct INput into our
strategy and offers. When negotiations near completion. the President must notify Congress of his
intention 1o enter into an agreement and, once the agreement is signed. the President must describe
to Congress how he miends to implement the agreement. Finallv. the President and the Congress are
1o recelve advice on any propesed agreement from the Intemational Trade Commission.

To strengthen these provisions, we have added further eonsuliaton requiremenis. The bill mandmes
that. prior to enfering inte negotiations. the President must describe his specific negotiating
cbjectives. The President is required 1o consult with Congress both before and afler nepotiations
begin. [n addition. the President is requived 1o inform Congress of any other agreemems he intends
to conclude with the country or countries in question in addition 10 1he trade apreement itself. The
President must also stale whether the fast irack agreement will require additional implementing
legislation that can be enacted only outside the fast track process.

Moreover, {longress must be satisfied that the Presidenm has met his consultation obligations. Under
the proposa., if Congress finds that the President his not dane so, an expedited procedure is available
for Comgress 1o withdraw Tast track procedures.

The proposal also builds on existing provisions to ensure that the public is informed of trade
negotintions and that a mechanism is available for ensuring that the public can make i3 views known
to U.5. negotiators. [n addition. the proposal calls for the President and Congress to receive advice
from officially-designated advisory commimnees covering the full range of sectors and policy
matters, including manefactured goods, agricultural products. services, intergovernmental maners,
investment, intellectual property, labor, and envirenmental ntarers, These provisions demonstrate
the Administration’s hope that Americans will not onlv understand our trade agenda. but take an
active part in formulating it

Under welt-established practice, the President collaborates with the Congress in drafting fast track
implementing legislation. Suech legislation is subject to informal public hearings and “mark-ups"
by all Congressionzl committees of jurisdiction before its introduction. Under the President’s
proposal, provisions may be included in such legislation on'v if they are necessary or appropriate
te implement an agreement and are related o trade. This language was designed o provide the
President and Congress with sufficient flexibility to modiny domestic law o achieve our trade
objectives while ensuring that implementing bills will retain their focus on trade issues,

The President™s proposal seeks this authoriny until his term is completed, with the possibility for an
extension uniil 2003, subject to disapproval by Congress. This provides Congress and the nexe
President the opporiunity to ensure that the consensus 1hat we hope can be achieved with this thst
wack proposal endures during the first term of the next Pres den.
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Conclusbon

Mr. Chairman, it enacted, the President’s proposal would renew more than 60 years of cooperation
between the Congress and the Executive Branch in the negetiation and implementation of market-
opening wade agreements for the benefit of American workers and companies. We have had a
bipartisan consensus on the importance of expanding trade for the American econemy ard creating
atrading system as a part of America's leadership for peacs and freedom. Tt is now clearly mone
important than ever that we build a new consensus on the framework for the global economy of the
215t century. | am committed to working with the Congress 1o make sure that this begislation
recerves the full, bpartisan support it deserves and the Amcrican people expect.

Ag the President Clinton said last week: “Walking away from thiz opportunity will not create a
single pob. No one suggests we should throw up grealer barriers in our own marketplace. Walking
away from this opportunity will only leave inequalities in place -- inequalities that do not work 1o
the advantage of either Amernican businesses or American workers.” The world is on & very fast
track oo the 2081 century . Amernica must lead in shapmg our future.
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Testimany of
the Deputy United States Trade Representative
Ambassador Jeffrey Lang
on
Enhanced Trade with the Caribbean Basin and Sub-Saharan Africa

17 September 1997

Mr. Chairman. [ am pleased to be with you here today to discuss the Administration’s initiatives
to enhance our trade relationships with the Canibbean Basin and Sub-Saharan Africa. 1t s
appropriate that my comments follow those of Ambassador Barshefsky and Secretary Rubin.
who spoke of the imponance of renewing the traditional trading authority and continuing U5,
leadership in the intemational trading svstem. | would hke o speak abowt some of cur other
priorities where our leadership is crucial.

This vear, the President announced two initiatives to enhance tcade with the Caribbean Basin and
Sub-Saharan Afnica. The Africa initiative seeks to support the economic and political reforms
that are already resulting in increased economic growth in Africa. The initiative recognizes that
increased trade and investment can make & greater contribution to this growth, The Caribbean
Basin initiative seeks to ensure that the increased trade and grrowth resulting from earlier
intatives conbinees fo grow as the region moves towand a more matwre irading relationship with
the United States and strives 10 make the changes needed to participate in the Free Trade Area of
the Amencas.

These two regions hold the promise of opportunities for US firms and workers, The LS, must
take steps to increase trade, development, and investrment in these regions of the world, A
forwird-looking trade policy with the Caribbean and Sub-Saharan Africa is in our national
interest; it encourages U, S, business investment and expansion in those regions; it promotes
economic growth, which enables both Canbbean and African nations to deal better with issucs
such as hunger, population growth and civil strife through regional efforts; and it allows the U5,
to continue to foster greater integration of global markets.

[ will address each proposal separately,

Carthbean Basin Trade Eafvancerrent

In response to the concemns of the Caribbean Basin countries that their exports to the United
States would be placed ar a competitive disadvantage vis-a-vis Mexico's expons as a
consequence of the NAFTA, there have been several bi-partisan efforts duning the past four yvears
1o pass legislation that would grant enhanced trade preférences 1o countries that currently benefir
froem the 1984 Carbbean Basin Economic Recovery Act {CEERAY. Since the 1994 entry into
force of the MAFTA, there have been significant changes in the region. The Administration’s
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proposed CBI wrade enhancement legislation offers enhanced CRI trade preferences in the
context of the imporant changes that have taken place in the Caribbean Basin since NAFTA
implementaton

On June 17, 1997 the Administration transmitled the Llnited States Cartbbean Basin Trade
Enhancement Act {CBTEA) to the Congress end it was introduced in the Senate by Senators
Oraham. Moseley-Braun. Mack. DeWine, and dveCain. Tae purpose of the CBTEA proposal is
1o give Caribbean Basin countries enhanced marker 2ccess and serve as a bndge toward the Free
Trade Ares of the Americas. This bill 15 part of an integrared Administration-wide sirategy 1o
advance economic progress and promote regional cooperalion throughout the Carbbean. It
signals ouz intention to expand trade with Caribbean countries on terms consistent with the
ohjectives of the Free Trade Area of the Americas (FTAA] and their own obligstions in the
World Trade Organizaton {WTO).

The legislation fulfills the President’s commitment. made duning his recent wip wo Cosa Rica and
Barbados, to forward legislation to the Congress that would provide enhanced trade preferences
to countries in the region. The bill would cover all the prodiccts that are présently not eligible for
preferences under the CBI program, including te<uiles and apparel. The CBTEA would extend to
eligible Canbbean Basin Initative (CBI} beneficiary couniries certain trade prefercnces
essentially equivalent to those Mexico receives under the North American Free Trade Agreement
(NAFTAL

The Administration originally had expected the CETEA proposal to mowve through the legislative
process as free standing bill. However, when CBI enhancement was incleded in the Ways and
Means reconciliation bill, we forwarded a proposal that the Administration supported in
preference to the text in the reconciliation bill. Wishing to maximize the possibility of passage
of CBI enhancement and to ensure funding for the measure, the Administration worked hard 1o
reach compromise language that would enable CBI trade enhancement to remain in the budget
reconciliation package. We were disappointed that 2 compromise could not be included in the
Tax bill, but we stand ready to work with you again on a eompromise.

[n designing this legislation, the Administration considered the evolving economic and trade
situation in the Caribbean Basin region. The increased openncess of most Canbbean economies
over the past decade, improved macrocconomic stability, and the growth of foreign direct
investment have set CBI countries on a path toward improved economis growth, We also
considered the perception among CBI countries that the implementanon of the NAFTA 15
reducing their relative opportunities for expanding trade 10 the United States

Indicative of the changes underway in the region is the fact that all but one of the CBI
beneficianes belong to the World Trade Organization, and that as members they have undertaken
a commitment 10 adhere to the rules of that organizotion. In addition 1o meeting theic WTO
commitments, these countraes will need o make strectural reloms in order to take advantage of
the benefits 10 be derived from a bemisphere-wide free rade zone.
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The CBTEA will allow countries in the Caribbean Basin to enjoy enhonced trade preferences
while encouraging them 1o meet their WTO commitments and helping them o prepare for
participation in the Free Trade Area of the Americas. These new trade preferences would cover
all of the products not included in the existing CBI legisiation (i.e., wxtiles/ apparel, petroleum,
foorwear, certain catepories of flat goods and gloves, leather apparel. canned tuma and a category
of watches). Trade preferences for CBI beneficiaries would be phased in. with 50 percent of the
benefits available immediziely upon implementation of the legislation.

Textile/Apparel Provisions

Of course, the heart of any CBI trade enhancement ball is textiles and apparel. The bill would -
when fully implemented over the phase-in period -~ provide beneficiary nations the same duty
treatrnent and quota-free treatment &5 Mexico receives for all products meeting the NAFTA nules
of origin (essentially 2 “vam-forward” requirement). Basically, textiles that on a varn-forward
hasis were made from ORI inpuss would be eligible for the same anff reatment os Mexican
products. In additien, products assembled from U5, cut and formed fabeics made from US.
yam, as vl as handicrafts, also could enter duty-free.

The bill also contains specitic provisions for appael products made in the Caribbean Basin from
non-U.5 /non-CBI fabric. Under our bill, interested ULS. citizens could petition the President to
provide such products preferential tanil treaiment where the [abrics or vam from which the
articles were made are not commercially available from U8, producers. The tanff preference
fevel (TPL), if granted under the petition process, would be limited in quantity to [0 percent of a
country's previous year's shipment of “Section 807" appare| assembled in the Canibbean using
U5, parts made from extra-regional (non-U.S./non-CBI) fabric. This petition process differs
from WAFTA, in which we negotiated TPLs up-front with Mexico, We suggest this different
approach in the Trade Enhancement Act because thiz 15 not the result of a negetiated agreement,
but is a preference.

The bill would also contain safepuand provisions on both originanng and non-ariginaring
products. Imports of non-originating products could be limited under the same conditions, both
criterin and remedies, as in the MAFTA,; also as under the MAFTA, imports of originating
products could be subject 1o a tari[f snap-back safeguard. The draft bill also expands the quora
safeguard provision so that all wextile and apparel products receiving benefits under the bill can
be subject 10 quota safepuards, While MAFTA applies quota safeguards only to non-originating
products, safepuards in this bill are more comprehensive, again because the bill is not a
negatiaied agresment.

If the President finds that goods from third countries are beng transshipped through CIEL
countries and are receiving duty preferences that they should not, the USTR may reduce the
amount of any quota -- including eliminating & country’s access to the U5, market for this
product -- with the CBI countries involved in transshipmen:.
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The common goal of the Administation and many in the textile and apparel industry groups has
been 10 expand CBI rrade preferences to the texule and appare] sector, which has until now
fargely been excluded from dury preferences. This bill responds to the concerns of the CBI
countries that feel that they may be disadvantaged by Mexizo having NAFTA benefits for
apparel shipments to the U.S., and also to respond to the concerns of ULS. industry that their own
investments and parinership production operations in the Caribbean have continued vizhility and
SULCESE.

The key to the success of the existing CBI program is that the rrade provides benefits to both the
115, and 1o the Caribbean countries. The majority of ouwr appare] imporns from the Caribbean
countries contains substantial U5, content. The International Trade Commission estimates that
over &0 percent of our apparel imporns from the Canibbean are under these “production sharing”
arrangenenis. This means that our producers and our workers maks the fabric and the other
inputs (linings, sewing thread, notions) that ge into the CBLs apparel. our companses employ
people in cutting and distribution in the U.S., and 50 on. However, the bill allows us 1o address
situations of serious darmage or threat from these impons if necessary.

The real benefiz 1o the program is that we have seen apparel production come back to ous
hemisphere from Asian sources, including China. Last year, imporns of apparel from the CBI
grew 12 percent while imports from China were flat and imports from Hong Kony, Korea and
Taiwan declined & percent.

Over the 10 vear life of the quota preference program for the CBI, imports of apparel from the
CBI have grown ar an average annuoal rate of 20 percent, while impaors from China grew by 4
percent on average &nd imports from Hong Kong, Korea and Taiwan declined by 3 percent. The
CBI countries taken together are our lasgest foreign supplier of apparel products.

We fully expect the textile provisions of our propesed legistation W further expand such trade in
3 manner that will benefin the United States as well as the CBI beneficiary countries.

Given the potential benefits for these countries, the changing cconomic and trade environment in
the regicn and the need for such a bill to include strong incentives for sound trade policy
measures in the Caribbean, we have designed a program that would, through a phase-in process,
give countries the incentive to continue 10 make progress on trade policy. We have also given a
great deal pf thought 10 ensuring increased market access for ULS. businesses as we grant
increased preferences to CBI countries. This bill does not creale a one-way street of open-ended
trade preterences with no benefit to U5, interesis. Nor does it place unreasonable or unfair
burdens on the countries of the Caribbean. [vis a balanced trade package that promaotes
ecnmamic development in this region that is 8o important 1 the United Siates.

Initial Designation
To achicve our goals, prior to initial designation as a beneficiary, 2 couniry would have 1o
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demonstrate a commitment 1o undertake its WTO abligations onor ahesd of schedule and w
actively participate in FTAA negotiations. We would expect all eountries in the region 10 meet
these initial criteria asd be eligible for 2 50 percent taniff reduction (between the MEN wntf and
Mexico's prevaaling rate under the MAFTA) Countries coulf receive up o 100 percent of the
tur1 T reduction - 1e., panty with Mexico's tariff rate under the NAFTA -- depending upon a
three-vear review of the country’s compliance with the eligibility critena.

These criteria were carefully constructed to ensure they wereé consistent with U5, trade policy,
that they encourags fair treatment of U.S. exponts and investment. and that they would expand
eronomic development 10 encourage Cilizens in beneficiary countries to direct their energies
toward oppornunities available in a growing formal economy. We are certain that increased
ecanomic growth among CBI countries will provide growang markets for US, products and
enhance the ability of cur neighbors to ensure justice and s2curnty within their own borders

Tao that end the CBTEA would require that, before granting additional benefits. the President
consider the extent 1o which countries have met the following conditions.

International Trade Rules. The extent to which & country foilows accepted rules of
international trade will be considered in determining & country's eligibility for increased benefits.
We would like 10 encourage all beneficiary countries to meet their WTO commitments on or
ahead of schedule. We think it important to establish a “fleor” of compliance with WTO rules,
which will enable us (o0 move wward the Free Trade Arca of the Amencas from withina WTO
consistent framewark.

Intellectual Property Rights. With respect to intellectual property nghts, a CBI nation’s
compliance with the WTO Agreement on Trade-Related Aspects of Intellectual Property Rights
and with the provisions of Chapter 17 {Intellectual Property) of the MAFTA would be eligibility
criteria for the full benefits. The bill also includes provisions regarding the parallel importation
of “gray market” poods and border enforcement against infringing impors. These provisicns
would benefit creative and inventive activity in the region as well as U5, holders of imellectual
property nghts

lovestment. With regard to investment, the bill includes an cligibility eriterion based on a CBI
nation’s compliance with the substantive provisions of NAFTA Chapter 11 {Investment). These
conditions would ensure non-discriminatory treatment of U.S. investments and intemational
standards of treatment, including third party arbitration for investor-state disputes. Such policies,
af eourse, would increase 1he anractiveness of CBI countries to the foreign direct investment that
is essential to increasing productivity and promaoting the economic diversification of these
countres.

Market Access. The bill offers the apporunity for expanded market access for U5, goods
because beneficiary countries would be expected o provide equitable and reasonable markes
access in product areas for which the CBI countries are reseaving new benefits
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Worker Rights. Provision of interationally recognized worker rights is a CBTEA eligibilin
ceiterion. That iz, a country's new -- as well as current -- benefits would deperd upon the
provision of internaticnally-recognized worker rights. including the right of assaciation, the right
1o orpanize and bargam colleciively, a prohibinen on the use of any form of coerced or
eompulsory labor, a minimum age for the employment of children, and acceptable conditions of
work with respect to minimum wages, hours of work. and eccupational health and safery. We do
nat think 11 is appropoate 1o reward countries that are indifferent 13 the warking conditions of
their labor force. Thes provision 15 drawn from the GSP program,

Environment. To ensure that beneficiaries of the CBTEA pursue their new trade opporumiies in
an environmentally responsible way, each imerested country will be reviewed on the extent o
which it has adopied laws and regulations 1o protect the envircnment (ingludine natural resource
profection laws), as well as the extent to whech it is eftectively enforcing those laws and
regulations. This provision is modeled on languaze in the MAFTA.

Marcotics Cooperation, We want 10 use every available 1ol 1o Iry 1o stamp out the seourge of
nercotics production and trafficking. Therefore, the Presicent will assess whether the beneficia, v
country has met the narcotics cooperation certification criteria set forth in section 490 of the
Foreign Assistance Act of 1961 for eligibility for United States assistance.

Corrupt Business Practices, Cormupt business practices can be a more impenetrable barmer o
trade than anyv taniff. This legislation will encourage CHI nations to ratify the newly-concluded
Inter-Amencan Cenvention Against Cormuption. The President will take inte account whether,
having ratfied this agreement, countries are taking necessary measures o implement the
agreement.

Exchange of Tax Information. This bill will encourage countries in the region to join Barbedos,
Bermuda, Costa Fica, Dominica, the Dominican Republic, Grenada, Guyana, Honduras,
Jamaica, Saint Lucia. and Trinidad and Tobago in entering an agreement with the United Staves
for the exchange of tax information,

Government Procurement. Ehgibility eriteria for full Benefirs include a CBI country’s suppart
for the multilateral and regional objectives of the United Sates with respect 1o goverument
procurement, including the negotiation of government procurement provisions of an FTAA and
the work program in the W0 as agreed at the Singapore Ministerial Conference: and the extent
o which the country applies transparent and competitive procedures in government procurement
equivalent to those in the WTO Agreement on Govemment Frocurement

Customs Yaluation, The bill includes an eligibility criterion based on the provisions of the
WTD Agreement on Implementation of Article VI of the GATT 94, which addresses rules for
customs valuanen, U5 exports are put at a disadvantage in the market when arbirary customs
valuntions result in higher tanffs, making our exports less competitive in the market. Adhersnce
1o the WTO Agreement is of great imponance to our exporters, and all WTO members in the
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CEI region are regquiresd 1o implemeant those abligations by the vear 2000

Comparable Access. Also, the President would rake imo acoount the extent to which those CB)
nations that have eniered an FTA with any other countries {(ober than the CARICOM and the
Central American Common Marketrare prepared to grant the Enited States comparable access
for commercially important products. This provision is intended to give the United States
additional leverage to insist that a beneficiary country not discriminate in favor of cur NAFTA
partnees even x5 we grant that eountry NAFTA-equivalent maricet aocess,

Druration

This new trade enhancement program would not be open-ended. Sinee it i5 desipned as a bridge
to the FTAA, it would rerminate in 2005, At that time FTAA negotiations will have been
completed and all beneficiary countrics should begin to reap the benefits of the Free Trads Area
of the Americas.

Phase-In of Benefits

In order to detérming the extent 1o which countries have met the criteria for increased benefins at
the end of three-years, 1the President would reéview the operation of the CBTEA program,
including each country 's compliance with the eligibility critena -- the criteria cumently existing
in the CBI statute, as well as the new criteria. We would, of course, request public comment and
undertake extensive consuitations with the Congress on the operation of the program at the fime
of the review.

Maturing Relationship

In conclusion, this bill reflects the mamuring relationship between the United States and the
countries in the Caribbean Basin, Trade between the region and the United States has grown
impressively since the beginning of the Caribbean Basin Economic Recovery Act in 1984, All
bt one CBI beneficiary belong to the ‘Warld Trade Organization and all those thar belong have
ggreed to implement all of the obligations needed for membership. All of the countries in the
region are involved in the FTAA process. For those reasons, the Administration has constructed
a proposal that asks beneficiary countries 1o continue on their trajectory toward more open
markets and trade policies consistent with therr WTO commitments and their participation in the
FTAA.

We look forward to working wath the Congress on legislation to implement this approach. Now |
would like o tum 1o the President’s strategy for ecomomic growth and opportunity in Afnca.

LHNARZLYLES ¥OTd4Y

Africa: Growth and Opportunity
We weleome this occasion o disouss opporiunities to expand U5, trade and investment wish
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Adnca and the Admimsiration”s progrm for seizing these opporunitics. | want 10 commend the
Congress fuor its leadership in focusing on the need 1o develop a new trade approach 1o Africa
The Clinton Administration enthusiastically endorses the basic approach of the African Growth
and Opporunity Act (5, 778). We look forward o contimu:ng our work with the Coneress 1o
develop. refine, and enact legiskiten that will help build 2 new trade relationship betwesn the
Urnited Seates and African countmes,

We heheve that this s an opportune ttme for us joinily 1w address the issue of our economic and
trade relations wath Afnca. Owver the last vear and 2 halll oth the Administration and the 1.5
[nternational Trade Commission have submired two reports on this question. Our mest recent
report sousht to lay a foundation for our future work in this area. The Administeation has also
worked to develop new policies in this area, after consultation with African officials, The
President 13 very interested in this subject and has directed us 10 determine what sieps we can
take to establish more substannal trade relations with Africa,

We recognize the achievements of many countries in Sub-8aharan Africa in pursuing economic
and political reforms and wish to offer special support to those countries commitied w0 pursuing
acceleratea peforms. Today, I wani to disguss the Clinton Admintstrabon's new economic
approach to Afnca. We have worked intensely withir the Administration 1o develop a program
that we hope will help Afncan countries lock in and accelerate the increase in growth ihat they
are starting to achieve. | would like to acknowledze the contributions of a number of agencies,
inciuding the Treasury, State, Commerce, Labor and A pgrcilture Departments, USATD, OPIC,
Export-Import Bank and the Trade and Development Agency. We have worked on this project
a3 a team under the coordination of the National Secunty Council and the National Economic
Council to produece this comprehensive program. | will focus on the trade and investment policy
aspects of the program because that is my area of expertise and trade and investment is. [
understand, the subject of this hearing.

Economic Refaorm in Sub-Saharan Africa

The Admumistretion’s program 15 entitled “Parnership for Fromoting Economic Growth and
Oppertunity in Afnca” This paringrship begins with the simple but powerful idea that American
interestes are best served if we view Alricon countries as pariners in trade and investment.

We bepin with the idea that buiiding strong trade parmnerships with Africa’s rapidly growing and
reforming economies is in our interest. 1t is also the key 1o pencrating growth and opporunity in
the rest of the continent. The 48 countries in Sub-Saharan Africa are quite diverse. Some
gourtries in the region are atready showing that the continen: can be a region of dynamic
economic arowth, and that there is no reason why they connot achieve Asian levels of growth if
they make the nght policy choices, Only if we build on Alrica’s progress can we change the
minds of (hose in the private and public secters who doutbn the cominent’s potential.

Clur plan highlights Africa’s success stories. [n the last few years. more than 30 countries have
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instituted economic reform programs, They have adopted the most critical reforms — liberalizing
exchange rates and prices, privatizing state-owned enterprises, instituting tighter disciplines over
government expenditures, ending costly subsidies, and reducing barriers to irade and investment.
Many countries have also undertaken political reforms.

Reform efforts hove helped boost economic growth in Africa from |4 percent in the 1991-94
period to 4 percent in 1993 and 4.6 pereent in 1996 The United States seeks to encourare these
reforms and the growth that stems from them. The benefis for the United States are clear, In an
increasingly competitive global economy, the United States cannot afford to neglect a largely
unrzpped marker of some 600-mitlion-plus people, and the world cannot afford 1o see a vast
region masginalized. The lowenng of tariffs and other trade barriers will help African nations to
grow. They will also help Amerncans by opening these marke:s to our goods and services.
Increased growth will also contribute to social and political stability on the continent and to an
enhanced capacity 1o address the problems with which we are all oo familiar,

Trade and Investment

We must continue 1o address obstacles 1o wade and investment. In the last 40 years. Africa’s
share of global trade has fallen from 3.1 percent to 1.2 percent. A recent World Bank study has
concluded that the most significant part of Africe’s margiralizotion in world trade can be
attributed to African trade barriers that are far more restrictive than those in high-growth
developing countries and incorporate 2 substantial anti-expor bias. For example, import tanffs
in sub-Saharan Alfrica average 26.8 percent, whereas they only average 8.7 in the fastest-growing
exporters in the developing world. African countries alse impose some form of nontariff barrier
restrictions on over one-third of all of their impons, & ratio that is almost nine times higher than
the comesponding average for fast-growing exporters. Such trade protectionism erodes the
competitive position of Africa’s expons and, according 1o this study, costs the region an average
of 511 billion per year in annual 1rade losses -- about the same as total aid to Africa from all
gources in 1991,

The core premise of our plan is that those nations willing and able t> pursue the most aggrassive
growth-oriented economic policies -- principally by opening their economies to the world
marketplace -- are the ones most likely to be the engines of growth on the continent. The plan
provides incentves for all African countries to join this advance group of African reformers

tvlany African countnes have been able to make substantial aclievemnents in restarting economic
growth by taking bold steps 10 open, liberalize, and privatize their economies, The most
dramaidic progress has come when countries have focused on thoee areas: trade and invesiment
liberalization, investing in human resources, and improving policy management. Our program
seeks to emphasize suppon for countries thar are making strong effors in these areas.

In the area of rade and investment, we altach particular rmportance to the extent to which
coumries have made substantial progress wward reducing ran[f kevels, binding their wariffs in the
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WTO and assuming meaningful binding obligations in arezs of rade such as servicas, and 1n
eliminating nontariff burriers to trade. We also think it 15 very important that any country in Sub-
Saharan Africa that is not already a member of the WO should be actively pursuing
membership in the WTO and be prepared 10 take on meaningful obligations. We are pleased that
seweral African countries mads commitments in the recently concluded WTO telecom services
negotiations. We hope that these countries will also make commitments in the W TO financial
g:;nricl:s n:tl-;_‘ll;li,:li.l_‘lﬂﬁ whj:h Are Ny u:l.dl!rwa:r' in Geneva.

We also believe economic growth may, be enhanced by other factors in the frade and investment
area such as the provision of national treatment for foreign investment, a readiness o begin
necotintions with the Umitad States on a Bilateral [nvestment Treaty, privatizaton of sootors of
the cconomy that are most likely 1o atract foregn investmenl, compliance with programs with
and oblizatons to the Intemational Monetary Fund (IMF) 2nd ciher intemational Nnancial
institutions and the imtroduction of current accownt convermibility,

The Administration's Initiative

Mr. Chairman, | would like to discuss briefly the ipecific elements of the Administration’s
program for Parinership for Economic Growth and Opporiunity in Africa. Throuwgh this
Partnership the United States would seek to work in particular with those countries making
strong effors at growth-oriented policies in areas such as those | have just discussed.

We recognize that not all African countries are ready or able to take the steps necessary to spur
high levels of economic growth, Therefore, we propose to work with the relevant international
institutions to make available the foliowing oppertunities to Sub-Saharan African couniries,
according to their desired level of participation. Under the overall partnership countries can
participate at one of three differsat levels.

Level One Benefiis

FUNLINHLEYHANL 2140 “NOLLYZILVAI®d ‘MO23T3IL

To support efforts 1o achieve sustainable economic growth throughout Sub-Saharan Africa, at the
first level of participation the Administration will make broadly available the foliowing
opportunities and assistance, Level One will include notably:

Enhanced market access. Afncan natuons wiil continue wr recelve preferential market access
under the existing Generalized Sysiem of Preference (GSF] program, which now provides less-
developed counntries dury-fres secess for products in some 4,000 tanfT lines and will provide
least-developed countrics enhanced acoess on products in up 10 an addinonal 1300 tarilf lines.

Investment support. The Overseas Privare Investment Corporation (OPIC) 15 working with the
private sector sponsars of a proposed §130 million fund for equity investiment in a variety of
economic s2ctors. Two-thinds of the fund would consist of OPIC guaranteed debt, OFIC is also
working 1o develop one or mere separate funds that would jocus on economic infrastructure
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projects. These potential funds would have aggregate capital of up to 300 million. We have
also secured apréement that the African Development Fund wiil develop a capacity for financing
infrastructure propects, in particular those that will improve linkages among markets, both within
couniries and regionally, We are pleased that HR 1432 ealls for such funds.

Support for regional economic integration. Under the U5 Agency [or Internarional
Development's {(LUSAILY) Initiatve for Seuthern Afnca, support will be provided for private and
public sector cooperative activities in areas of regional concern, including investment policy
harmonizalion, regional busisess ties, Hsancial secior development, privatization and facilitating
cooperation between privaie sector and regional governments. labor statistics, and ccoupational
health and safery.

Support for U.S.-African business relations. USAID will provide support to help catalyze
LI5S -African business ties,

Export-Import Bank. The Export-Import Bank of the United States wili encourage use of its
programs through designation of a sentor advisor on Adrica to its board and a campaipn for
outreach, perticularly with the private sector. In fact, Ex-Im Hank has alreadv hired an Advisor

for this purpose.

Assistant 1.5, Trade Representative for Africa. To ensure that trade ssues with Africa
receive proper aitention, Ambassador Barshefsky is creating an Assistant U.S. Trade
Representative for Afnca,

In addition, the Admimstration will work wath the IMF, World Bank Group and the African
Development Bank Group on the development and implementation of several initiatives to
support private sector investmeni, trade development and capacity building.

Level Twao Benefits

To supporn those counirics pursuing aggressive growih-onented policies, the Admnistration
winwld offer, at the discretion of the President, the following additional eppormunities, which we
have characterized as Level Two participation:

Additional market access through expansion of the GSF program. We are very pleased thai
the “Africa Growth and Opporunity Act” would provide authority for the President, afer
receiving advice from the U5, Intemational Trade Commission, to include in the GSF program
tor these countnies & number of products that are presently excluded. This is the one major area
of our proposed program for which we need legislative authorization before moving forward.
While we question the appropriateness of making eligible for G3F cemain products mennianed in
the bill. we wholeheartedls welcome this approach and want to work with the Committee on it

Textiles. The Adminisication recognizes the importancs of the textile and apparel industry to

11
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developing countnies. ‘While we cannot support the textle proposals in 5,778, we are ready 10
wiork with Congress o develop a program that will be consistent with our overall commitments
under the WTO, while at the same time taking into account the interests of LS. indusiry and
Africa.

Debt reduction. [o help ensure that the growth-oriented countries now burdened by cxcessive
debt are in o position to invest in human resources, the Administeation woold support an
nppmu-:h that leads to the extinction of eoncessional bilatesal debi for the heavily indebted picr
countries (HIPC), and we would urge the World Bank and IMF bourds to provide deep relief
under the HIPC deb initiative,

Creation of an Ul5-Africa Economic Foraom. The Admimstration will establish o Cabinet-
and Minister-level forum Lo meet once per vear in order to raise the level and caliber of the
dialogue between the United States and Africa's sirongest reformers,

Bilateral technical assistance to promote reforms. LISAID wall finance shor-temm technical
assistance to African governments o liberalize trade and promote exports, comply with WTD
obligations and assume additional ones, and maxe {inancial and fiscal reforms. The U5,
Department of Agnculiure will provide technical assistance (o promote agri-business linkages.

Support for agricultural market liberaliration. Az part of the new multi-vear Africa Food
Security Initiative, USAID will help address such critical agricultural policy issues a5 marker
liberalization, agricultural export development, and agribusiness investment in processing and
fransport of agriculiural commodites,

Trade Promotion. The Trade Development Agency (TDA) will increase the number of reverss
missions o growth-oriented countres

Prosramming commodity assistance. To help countries experiencing budget shortfalls in the
course of their growth-through reform programs, and w encourage more effective spending on
human rescurce development and agriculiural policy reform, the Administration will take seps
to forus PL-480 Title | assistance more on growth-oriented countries in Africa and will explore
the possibilities 1o increase funding for Title IT] assistance from within PL-480.

Support for economic policy reform. In FY-98 USAID w1l provide support for growth-
oriented programs with both technical assistanse and program suppoet funds,

Financing and debt relief: The Administration has looked carefully at the need for well-
targeted, appropriate financial assistance and debt relief. The need [or financing --both budges
ond balence-of-pavments suppern -- debt relief would be acute for countries purswing aggressive
trade liberalization and frying w maintain, or even increase, useful investments in health,
education and infrastrecture development. We want to ensure thot liberalizing countries have
enough breathing space to carry though with a comprehensive program ot trade liberalization and

12
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tox reforms. Accordingly, we proposed the debt relief imt ative cited above and we also intend
to seek enhanced financial suppor through the Intemational Financial Institutions. Their specific
contributions would include, for example:

N Enhagced fnancing under the Enhanced Struciural Adjusiment Finunv:ing (ESATF) and the
international Development Agency (IDA) policy-hased loans to suppart countries where
bold structural reforms, such as trade sector liberalization. result in greater financing
TELUITETTENDS,

. Financing for improvements to infrastruciure related to trade and business development.
such as improvemnents to pons, railways, roads, anc storage facilites.,

Level Three Benefits

Finally, the Administiration’s program will hopefully lay the sroundwork for a third level of
coonomic invelvemnent: the creation of fres trade areas, W share the view expressed in 5. 778
that peeotiations on removal of trade barriers and oa eventual free rade agreements can be a
catalyst for increased trade, We think that it 5 impornant that we send a signal o our privas:
sector that we are serious when we say that Africa has the potential 1o become a more significan:
[F.5. rrading partner. Therzfore, we believe we should affirm that we are open to pursuing free
trade agreement negotiations with cur trading pariners in Africa, who are ready to take on those
obligations, just as we have affirmed with our pariners in South and Central America and in Asia.
The proposal in the “Growth and Opportunity Act” that we report on plans for such agreements
with African countries would provide such an opportunity.

We invite all Sub-5Saharan countries 1o pursue a course toward [reer irade and open markets by
participating in this comprehensive program. This graduated approach takes into account their
diversity, commitment. and potential.

Further Integrating Africa inte the Global Trading System

To magnify the econemic impact of our proposal, the Admimstration obtained agreement from
our partners at the summit of industrialized nations in Denver in June (o take bilateral and
multilateral actions that work toward the same ends as those described above, Collaboration
among Summit partners on matters affecting Afnica has already yielded major resulls, with the
unveiling last vear of @ program of muliilateral debt reduction for Heavily Indebted Foor
Countries --the HIPC Ininative =-which will benefic a number of poor Afncan countries that are
pursuing strong reform policies bur are burdened with particularly heavy debt loads,

As [ noted earher, 3. Chairman, we believe the legislation belore your Commuties and the
program | have just described are quite complementary, We hope that we can work ogether o
develop legislotion and a program that allows our trade relations with Africa to enharce broad
ceonamic reform and secelerated grewth on the continent.

.
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Mr. Chairman, on enhanced trade with the Caribbean and with Africa, we leok forward 1o
working with you and the other Members of the Committee. Please accept my thanks for this
opporunity to speakl with vou,

14
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E. losaph Hillings
Wiee Prmifent enad Geriersd| Mamager
Federail Gomernmnen Affiars

4’ Enron Corp.
*ﬂ TR0 TPk Serere, . W ity Flaoe
Washirgreom, 0O, 006
(30d) AEfAgE
Fax (L) EXE13TY

i linghir At

WA FAX
202-822-00817

Mr. Lawrence H. Sur mers
Deputy Secratary of the Treasury
Departrment of Treas iy

1500 Pennsylvania & venue, Ny
Room 3326

Washington, DC 20120

Dear Secretary Sums nars:

Mr. Tarry Thom, Enran's Senior Vice Presdent international and Environmental Officer has
asked | contact your office and request an qpp-ur'tunit'r to meat with vou on October 7.
1997 in the afternocn, or Octaber 8, 1937 in the mafning.

He feels it is impor: nt to advise you of recent developments in the Bokvien-Brazil Pipeine
project.

Pleasa call me at 202-466-8145 and let me know if Tarry and | can meet with you.

Iy,

e,

Tarry Tharmn

E

Natural gas. Elecuicity. Endless possibilities.

we TOTAL PRGE.P@] =«
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ENRON, WASHINGTON

TRANSMITTAL SHEET

T, Enron Eurcpean Distribution List
FROM: Joe Hilings

DATE: Julyl, 1638

RE: Elactricity

CC

Flease see enclosed information from CHBC “Street Signs” -- Inteniew with Jeff Skilling

Encl.

Joe Hillings
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FROM: JOE HILLINGS
EMEOM CORF,

CNBC- STREET SIGNS WASHINGTON, DLC,

ENRON PRESIDENT AND COC JEFF SKILLING
JUNE X, 1998

Raon: On the commer of “Wall & Main,” pawer failures across the country, As Mother Mature toms up the beat, ssveral
indusirial companies bave beea forced 1o close their docrs because of pawer shartages and this may just be the
bepinming. Following years of industry warmings, power supplisrs ase falling short of enecgy demands and uriligbes in
the Midwest and now Mew England are e2lling customers to cool if an their summer power needs. So what is a power
company to do in the face of anticipated hear waves this summer? Joisisng us now fram Enran headguaners i Teff
Ekilling, the president and COO a1 Encon, one of the cauntry’s major power suppliers. Mr. Skalling, good to see vo,
ibank you for belng with us roday.

EEi.'IIJ'h.g: Cilad ta be here.

Ron: | was in Chicago just a day or 5o g0, when it was 95 degrees. The heat index was at 105 and the local utility
and municipality were both asking consumers 1o cut down on thear air conditioning, Someihing that seemed like rot
ar unrensanahle demand, given whne they are faciag, bal oae that was likely 1o go unheeded. What is happening right
i

Skilling: I chink you got i right when you were giving the lead-in a liltle bit earlier. We have hed very bt
Iemperatures in the Midwest. We have 2 number of big generation facilities that are down right now, And we are
caming off of & years of high ecanamic growth, Al that means that supply 1= sretched right now,

Fon: Maw explain what that mieans, | mean, people may kave a tough time understanding the notica that vou are
nenning out of power when there are power plants all over the country. Elecrricity s not something that just poes
away over time. There is more of it somewhene. How come the capncity constraints are bothering the mdustry right
.

Skilling: You are limitad to the cxpacity of the generation facilities chat are in plsce. There are some regional
appartanitics gnd we, and everybody clse in the industry, is warking very hard right now 1o get electrons from where
there are some lefi inte those markets that really need them. Bug the grid is not real exact effective, # is hard to move
elecirons arpund apd we are all trying the best we can 10 keep the power flowing

Ron: Where do you find mones power?

Skilimg: There are parts of the country right now where the emperatunes 2re not real high and where there is surplus
generating capacify. The trick, or the challenge, is using our existing transmission grid v get that power fram thase
ANEES [io areas that nesd i

Tan: Mow wvau know, were these promises by suthosities, vou know regulators and odlers, who sugpested that as the
utility busivess became deregulated, it woukd be far more effickent. Mergers and acquisitians and all kinds of
different armangements and combinatwn would lead to a free Aow arousd the country. We are not there i, right?

Skilling: Mot yet. We are working om it [ would make the orgument in the sbsence of alll of ihvese marked reforms amd
deregulation of the wholesale power markets, we would have a lot worse problem than we have right now. The
fundamental ssue is we have a lot of demand and we have some supply constraints right new and everybody is using
these new market meckanisms to try 1o get electrons into thode areas but is 2 new marker. It just tnkes time o bulld
the capability 1o do that.

Ron: Is v, in fact, required that power companies in the United States are just poing 1o have 1o, gt speme point, engage
in a heavy dose of capilal spending and expand capacity ratber radically hene?

Skilling: Thas's one: solution. And I'm sure there will be more of that in the funare. The other thing that | think would

be very helpful is, if we could epen the retsil markets to competition s thal customers could pel a price signal, Right
now, all you can really do with the consumer is ask themn ta shat dewn or involuntarily cartail them, 1F an the other
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kand, they wene able to see some of she prices o the masketplace, there ane & pumber of consumers that are right now
seeing the very high prices of powee B the Midwest, would valurtarily and on good economic justification, reduce
consumgtion or shut dewn. Right now, we just don't have that ability because the markets are not oper lo price
signals, nol open o actual competition,

Bon: Al right. Leds talk about how the consumer gets hit by all this, Obviowesly, reduced availability of power means

wou have o cut hack on air conditioning and other things as the summer remsaing betl. What abowt pricss though. Are
people poing to kind of open their eves a ke wider when they see their bill in this eavironment?

Skilling: Anyumse you have this shortfall of sepply that you're slarting to bring on very expensive facilities w mees
the demand, 30 | would expect that, ves, prices will be a littke bit higher as we mave through the summer.

Ran: Can you quantify ihat in &ny way, shape, or form?
Skiling: It's hasd 1o say right now, 18 will depend 2 fod on how this plays owt over the next couple of momths,

Raon; 1 know are you nod in the basiness of weather forecasting bus there has been so much discussion of Bl Mine and
the coming La Mina, that people are bying 1o fEgire cul whether this indesd will be a very bot, very humid, very
diffecult smmeer arourd the country. Whal i3 the inselligends that yoi 1o lks ane gerting on that 7

Skilling: We've locked at tbe weailher patterns and I'm not a weather farveaster 20 I'm going a licke out on a limb
hiere. Bt the pattern 5o far this year, with the extremely wanm wintsr, suggests that we ars in aa El Nino eycle, And
what is typical is, afler 2 warm winter like we had last year, you tend 1o lave & very hot summer, particalarly July and

August,

Fon: Any advice for consumers on how t conserve power and use it most effectively while they are waiting for
electrons from somewhere else?

Skilkng: Thats up to evervhody to declde for themselves, but fundarmentally, what we would like to see or whar |
think the industry would like to see s, more open competition and more price signals gesting through to consumers
g that they can make that choice rationally. They can look at what the price i3 and decids i tbey want b0 uss
elecinicity or not

Ron: Under the best of all circumstances, bow lang will this process ke

EZkilling: The deregizlation process?

Ron: Yeah,

Skilling: The whalesabe markets afe pretty much open. And that is a fedeml jurisdiction, so the federal government
has pretiy much opened the wholesale markets, When you move 1o the reczil side, that is actual consumplica by
cansumers, that i% regukated by the states. And each individugl stsie is on its own timetable. California is open right

now. A nambser of states in the Mortheast are in the: process of opening up. But we anz probably looking &1 snother 1
ta 4 years to make that process complete.

Fon: Mr. Skilling, 8 pleasure, Thank you for joining v today.
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1999-SE-004434

ENRON, WASHINGTON
TRANSMITTAL SHEET

1775 Eye Street, MW

Suite BOO

Washington, DG 20006

202-466-9145

202-827-3372 (fax)

JhlllinBEenron. com

D! The Honorable Robert E. Rubin
FROM: Joe Hillings

DATE: 5300

RE: Enron International Statement on:

US=Japan Enhanced Initiative on Deregulation
And Competition Policy

| thowght the attached statement from Enron Intemational on US-Japan Enhanced Initiative on
Deragulation and Competition Policy would be of interest,
Beast regards.

Encl
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FROM: JOE HILLINGS
EMRON CORP,
WASHINGTON, D.C,

Enron Interrationzl Statement on

US-Japan Enhanced Initiative on Deregulation and Competition Policy

Enron saluted today the government of Japan and the office of the United Stmates rade
representative for their progress in their dialogue 1o deregulate and open the Japanese
ensTgy sector o constructive competilion. These reforms being discussed should reduce

| electricity prices, which are among the world's highest, and provide a fundamental boost
to Japan's ecomomic recovery. “We regularly see demonstrations of how free and open
markets provide Jower cost and more inpovative services to consumers,” said Joseph W.
‘Sutton. chairman and CEQ of Eoron Intemational. “We appland this intiative by the  *
governments of Japan and the United States. Clear, wansparent, non-discriminatory rules
and repulations in the power sector will iocrease competition to the benefit ol all

CORSUMETS,

Enron is one of the world's leading integrated electricity and natural gas companies The
company, which owns approximatety $30 billion in energy related asseis, produces
electricity and natural gas, develops, constructs and operates eaergy and water facilities
worldwide and delivers physical commodiles and risk management and financial
services to customers around the world, Enron's Internet address is www enroncom, and

the sinck is traded undsar the ticker symbaol, "ENE.~
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1999-SE-005235

Kenneth L Lay
Chairmsm and
d;hﬂi_\rchnwﬂﬂ‘m_

”:P Enron Corp.

F B Box I28F
Hauston, TX 77151-1153

(T13} BES-A7TA
Fex (FI3F 535503

May 14, 19899 i Alrnd S0

The Honorable Rebert E. Rubin
Department of the Treasury

15™ & Pennsylvania Ave., NW
Washington DC, 20220

Dear Bob:

Although not surprised, | am somy o 58e you step down as
Treasury Secretary. By any objective or subjective measurement, you
have done an outstanding job not only for your country but for the
world. Your steady hand will be missed.

At the same time, in Larry Summers you do have an excellent
replacement, | have no doubt that Larry will continue the strong and
effective economic policies that have been implemented during your
tenure,

One additional point. 1f you are considering jolning any
corporate boards, | would like very much to talk to you. Given the way
Enron has evolved, not only do we badly nead a person with your
experience and insights (gained both at Gokdman Sachs and at the
U.S. Treasury) but also | think you would find serving on our board
intellectually and otherwise interesting. | have placed a call to you in
the hope that | might mention this to you personally.

My very baest in whatevar you do nexl. You certainly deserve a
somewhat less hectic schedule and would hope that you will take
advantage of that at least for soma time.

Sincerely,
for

Matural gas. Electricity. Endless possibilities.™

Rubdin E1459.300
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1999-SE-005241

Kenneth L Lay
Chairmsan ansd

Chief Execatios Offforr

% e
(7 P 0. Bax 2158
Houston, TX 77251-1188
{7133 53677
Fax {713) 4535313

May 14, 1999 iabern com

The Honorable Lawrence H. Summers
Secretary-Dasignata

LS. Department of Treasury

15" & Pennsylvania Ave., NW
Washington DC, 20220

Dear Larry:

Congratulations on taking the reins at the Treasury. You have
certainly had a lot of an the job training with Bob and | have absclutely
na doubt that you will do an outstanding job, just as he has done.

These are fascinating times both for the U.S. economy and the
global economy. Although you are filling some very large shoes, |
cannot imagine anybody better prepared to do that than you are.

| hope our paths continue to cross and certainly stand ready lo
be available if there is anything at all | or Enron could do for you or the
department.

Sinceraly,

Yor

Summers 51858 G
Matural gas. Electricity. Endless possibilities,™
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THE DEPUTY SECRETARY OF THE TREASURY
WASHIHETEMN, O . 20230

May 25, 1999
Mr., Kenneth L. Lay
Chairman and Chief Executive Officer
Enron
P.O. Box 1188
Houston, Texas 77251
Dear Ken:
Thanks very much for your kind letter of congratulations. Tam grateful for
your best wishes and deeply honored by the President’s choice. As [ said in
the Rose Garden, Secretary Rubin's act is a tough one to follow and there arc

certainly plenty of challenges shead. 1am looking forward to the opportunity
and to continuing on the course that has been set.

I hape cur paths will cross again soon.

Sincerely,

Lawredfe H. Summers

//?)—W &f{?uﬁfﬁ—*"rﬁq e i m
e b} npeaicte ML,
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ENRON, WASHINGTOMN
1775 EYE STREET, HW
Suite B0

Washington, DS 20008
202-486-9145
202-B28-3372 (Fax)

FAX COVER SHEET
DATE: AT 4:47 PM

TO:

Attantion: Nancy (Schocular)
The Honorable Paul H. O'Nedl
Secratary of Treasury

.5, Dapartrmant of Treasury
1500 Pennsylvania Avenue, NW
Racm 3330

Washington, DC 20220
202-822-1100

202-622-007 3 (fax)

FROM: Linda Robertson, Vica President, Federal Govemment Affairs
Lara Sullivan PHOME: 202-466-9142
FadX; 202-828-3372

Mumber of pages: 1
Re: Request for a mesting with the Secretary on April § in the afternoon
Dear Nancy:

Jeff Skiling, President and CEQ for Enran would like to schedule a meeting with the

Secretary to discuss Wast Coast enerqgy ¢rigls |gsues. 'We would like to schedule a
short meeting sometime after Noon on Thursday, April 5, 2001. If this is possibie,

please call ma at the number isted balow,
Thank you for yvour assistanca In this regam

Lora Sulfivan
Federal Government Affairs Represaniative

202-466-9142
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-

Kenmeth L. Lay
Chalemm and
Chisf Evecwtive Cfficer

'% Enron Corp.
# P (L Bax 1158
Hagdes, TX TTE51-T148
{713 Ea3-6T74
Fex [713) BAR-5313
July 16, 1959 iy e

The Honorable Charensa Barshefsky

US Trade Reprosentathne

Otfice of United Stales Trade Representalive
GO0 17t Sireat, MW

FRoom 209

washinglon, DC 20508
Dear Charlensa:

We are activaly invelvad with 28 ofhar companies and assecialons n promolifg enengy
services as a significant trade service desenving to be included in the GATTS 2000 negotialicns.,
| am attaching the st of members.

The Energy Services Coaliion was recently established on May 26. 1933, Al that time
wit forwarded our betier io you announcing its organization, recognizing the key robe that the office
of the USTR has played and continues to play in promating energy senices liberaization in
APEC, and the desire of the growing group in the Urited Siates for the United Stabes govermment
{0 include energy services on the WTO negotiations agenda.

| have agreed 1o deliver a speech at the WTO Ministenial Business Forum in Seatile on
Decamber 2, 1998, and will addrese the broad horizon that energy services covers. Energy
sanices also ncludes energy equipment a8 a significant part of our energy Services market,

The United States energy industy becawse of our cantinuing liberalization of market
spportunities has helped creale new enterprises which slimulate investment, improve overall
compelitiveness and bring 1o all consuMers banaficial choices. This can be done globally with
many WTO members using their entrepreneurial skils to develaped and daveloping sconomies.
Enargy services offers unlimited opportunities for you and banafit o @l WTO mambars

To assist you in preparing for the Seattie Ministerial, and beyond that in negotiations of
the GATS Round fAsell, wa book forward as an industry grouping to providing you with defindions
of the scope and breadth of energy services, As impact on the US economy, and barriers faced
by LIS energy and energy service companies in forelgn markeds,

Srcaraly,

A

Encl.  {Mabrix)

o The Honorable William Dabey
The Honorable Bill Richardson
The Honorable Robert Rubin

Matural gas. Electricity. Endless possibilities.
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Carol Browner
William &, Witze

Thes Honorabde Bax Bauous

The Honorable Jeff Bingaman

The Honorabde Phil Gramm

The Honorable Chuck Hage

The Honorable Kay Bailey Hulchisan
The Honosable Gordon Smith

The Homerable Frank Murkowski

The Hamorable B#l Archer
The Honorable Joe Bartan
The Honorable Tam Blley
The Honarable John Dingell
The: Honorable Kalbe

The: Enangy Services Coalition Members

& 'rl
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AMENDED LIST
SIGHERS OF AMBASSADOR CHARLENE BARSHEFSKY LETTER &/8/98

{1) American Wind Energy Association

[2) American Petroleum Instilule

(3) ARCO

(4] Capitol Strategkes

(5] The Chevron Companies

(6) Consolidated Matural Gas Company

(7} Coalition of Service Industries (C51)

(A} Ediisen Electric instinsta

(8) EDS

(10} E1 Paso Energy

{11) Enron Corp.

(12} General Blectric

{13} Internakicnal Association of Drilling Contractors - |ADC
(14} Inlerstate Natural Gas Association of Amenica -INGAA
{15} Internafional Gas Cantar

{18} Independent Palraleurn Association of America - IPAA
{17} Mid-American Energy Holdings Company

{18) Mational Foreign Trade Council - NFTC

{19} Mew York Mercantile Exchange

{20) US Pacific Economic Cooperation Councd - UsS-PECC
{21) Sarkays Energy Center, Unirersity of Oklahoma

{22) Siamens

{23} United States Energy Associstion - USEA

{24) US ASEAN Business Council

{25) US Chamber of Commerce

(26) United States Caouncil for International Business (USCIB)
{27) U.5. Dil & Gas Association

(2B} Westinghouse
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INTRODUCTION
TO
EMERGY SECTOR SERVICES MATRIX

The globalization of the world economy and rapid advancements in information
technology has raised significant questions regarding traditional theories of intemational
trade. In the past, intemational trade consisted of imports and exports of goods such as
agricultral products (grain, com or other foodstuffs), natural resources (oil, coal or
minerals), and manufactured goods (clothing, automokiles or electronics).

The globalization of the world economy has increased this type of trade. Many of
these goods, such as oil, are considered to be sold in a world market, with prices
depending on global conditions that affect the mechanics of supply and demand. The
markets for many other goods (for example metals and o1l hy-products) are also traded in
an inlemational market

Perhaps the greatest globalized market is the one for financial capital. With the
recent developments in information technology, a financial trader can move millions, if
not billions, of dollars from one market to ancther with just a few taps on a keypad.
These capital markets are brutally competitive and place increasing demands on those
that provide and use capital. Businesses that use financial capital are constantly looking
for ways to be more efficient and to achieve higher retumns for their capital providers —
lest the providers go elsewhere. They are also looking for ways to reduce their cost of
capital by reducing the risks inherent in their business through the use of service
providers that are more capable than they at managmg certain risks. The reasons for
these actions are obvious; without financial capital, businesses and economies ¢an not
thnve.

In light of these developments in the international markets, you are asked to
consider the following energy sector services matrix. The energy sector is perhaps the
most capital-intensive sector in the world's economy. (Ol refineries, power plants and
zas pipelines are very expensive. Efficient capital formation demands that energy
industry participants operate in the most economical manner, These demands often result
in the use of specialists such as drilling companies or construction companics. They also
often require that certain risks such as fuel supply, operational performance and
transportation and delivery of energy products be managed by companics with sufficient
expertise (and credit rating). Further, energy infensive industries are increasingly
hecoming aware of the impact of uncertainties in the cost of their capital cost structure
due 1o the inability to effectively manage the cost of their electricity and natural gas and
are ulilizing commeodity and price risk management strategics.

The energy sector services matrix describes several areas that can be viewed as
distinet areas of trade within the cnergy industry, These arcas do not involve the
movement of goods from one country 1o another. Rather, they deal with the movement
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of intellectnal capital — ideas — from one place to another. Through this flow of ideas,
business can be conducted more efficiently. This allows for low cost energy to delivered
to consumers. Low cosl energy allows businesses lo remain competitive in the ever
increasingly global market place. It alse allows businesses lo altract the low cost
financial capital that is needed to maintain growing and robust economies.
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E. Joseph Hillings
Vicr Preident and Generel Muniger
Federal Genrramimt AfRir

**a Enron Corp,

1778 Eyr Street, NW, Suite SH)
Washingten, DC MaHM-1¢T
[20T) #&-5T4F

Fax (H¥2) £28-3072

JLUHEL-S et

Movermber 30, 1968

The Honorable Stu Eizensiat
Deputy Secretary of the Treasury
Department of Treasury

1500 Pennsylvania Avenua, NW

Room 3326
Washingion, DC 20220

Dear Mr, Secrelary.

Your speech before IS Trade at lunch on Monday, Novemnber 29, 1959 was excellent,
and | would like to have a copy 1o circulate to the members of the US WTO Energy
Services Coaldion,

Atached are materials which | thought would be of interest to you.

Sinceraly,

Mac McLarty
Teary Thorn

Encl,

Matural gas. Electricity. Endless possibilities.™
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IF YOU PLAN TO PARTICIPATE IN FUTURE ENERGY SERVICES
WGHIE[NG GROUF MEETINGS FLEASE FILL IN THE FORM BELOW, THIS
WILL EXPEDITE OUR CORRESPONDENCE TO YOU.

YOUR MAME:

TITLE:

THE FRIMARY CONTACT FOR YOUR COMPANY WILL BE: (Please Include tithe)

FAX:
E-MAIL:

DOES YOUR COMPANY WANT TO SIGN ON TO THE AMBASSADOR CHARLENE
BARSHEFSKY LETTER?

— e

Yes Mo

Please send ihis completed form to:

Laora Sullivan

EI:I.!'I:.I:I

1775 Eye Sireet, NW

Bnite B

Washingion, DG 200046

202-466-0142

202-828-3372 (fax)

Chr: Send us the information via e-mail toce-mail:  lsulliviEenron com -,
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"ENERGY SERVICES: OPEN MARKETS BENEFIT ALL

Energy services comprise service activiles related to the development,
extraction, production, distribution, marketing, consumption and
management of energy products, including coal, electricity, gas, nuclear,
oil, and renewables. As such, energy services cul across a vaniety of other
services, including consulting, engineering, environmental, equipment-related,
financial, information technalogy, and resource assessmeant.

A thriving energy services sector Is critical to economic well-being.
Global energy demand is projected to grow by about 45 percent by 2015.
Some 2 billion people — mostly in the developing world — do not have access to
commercial energy. There is a high correlation between growth of prudent
energy usage and increased economic growth, life expectancy, and standards
of living. According to the Warld Bank, increased efficiencies of infrastructure
provision — including enargy — could generate hundreds of billlon of dellars in
annual savings to governments and energy USars.

A growing energy services sector helps protect the environment. Energy
services today promaote the efficient management and use of energy resources
and the development of renewable enarfgy sources. Extending commercial
energy sarvices to the poorest would help reduce “poverty pollution®. Open,
competitive markets in energy services can help ensure access fo clean,
efficent products and processes and encourage local producers to enhance
their aperations. And boosting efficlency of energy utilizalicn lowers pollutant
Bmssions.

Open markets promote a vibrant global energy services sector. As with
other goods and services, competition in the energy services sector offers
purchasers access fo the highest quality services on a cost-efficient basis.
Energy services largely were omitted from the Uruguay Round, in part because
tha seclor was in its infancy during that negotiation and because i many
eountries the energy seclor was still under the control of state monopolies or
manopoly franchises. One af the key goals for a new round of WTO services
negotiations must be to substantially increase global market access
opporfuniies for enargy services providers.

For further information contact Joe Hillings, Chairman, Energy Services
Coaliion o/o Enron, 1775 Eye Street, MW, Suite B00, Washington, DG 20006,
202-456-9145; 202-828-3372 (fax); email: jhillin@enron.com
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AMENDED LGS 4:00 PM
ViA MESSENGER

Energy Services Coalition
cfo Enron Comp.

1775 Eye Streat, MW
Suite B0

Washingion, DG 20006

May 26, 1999

The Honorable Charkene Barshefsky

LS Trade Representative

CHfice of United States Trade Represantativa
600 17th Strest, NW

Room 208

Washingbon, 0iC  20508

Dear Ambassador Barshealsky:

A growing group of Amencan enengy companios, associations and national organizations hes
been meating to discuss the mporiancs to cur nation of pursuing liberalized trade provisions for
enargy services in the Wodd Trade Crganizaiion services negoliations, GATS 200,

Your agency with the halp of Don Phillips, Don Eiss, Joe Damond, Carol Balassa, Barbara
Naorton, and Bill Graene have pursued enengy [iberalization in tha APEC process which confinues
to address these opporbunities 1o open energy markeds in Asian econormies, The recent
statement by the Prime Minister of Japan advocating continued descussions to promole enengy
restructuring and deregulation of the energy industry in Japan was welcomed and should be
helpkul in Schieving the US position as the APEC process continues. We desire that you
aggressively continue these efforts.

Mo that the 135 meambars of the World Trade Organization are planning their agendas for the
upcoming Seattle Ministeral lunching the GATS 2000 services negoliations, our group of erangy
companies, associations and organizations would recommend a strong Uniled States posiion on
Eberallzing non-tarifl barrlers to energy sendces. As state-owned verically Integreled enengy
companies arsund the world become disaogregated and privalized and reguialions liberalized,
econmmic activites which we consider services will be developed and supplied by Independent
operators under compelitve conditiona, These should now be incuded in mul@aenal rade
negofiations. We would strongly urge you o indlude the attached matriz definition of anergy
sarvices which we consider io ba accurate and complete. This matrix is the product of the APEC
EVSL exercise, suggesting that a consensus of support for this definition of energy services may 4
almeady edst among the 21 members ofl APEC. Some countries may seek io define enangy
sarvices in more consirictve ways than we would, and exclude coverage under the GATS for
SoMme AmErican enengy serdces companies who are global leaders in this sector. A

Therefore, we ask you o pursue Hﬁhmﬂhmﬂ&mdmaﬂuﬁﬂmuuppﬂt ancd
assislance as a RincBoning engrgy resource growp,

Sincercly,

Encl.
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Revised 10/22/99 5:00 PM
(1™ Amended filing HR/9% & 5:00 FM)

BPF AMOCO Corporation

Business Council for Sustainable Energy

Capiol Strategies

Thie Chevron Companes

CMS Energy

Consoiidated Matural Gas Company
Coalition of Service Industries (CSH)

Edison Eleciric instibuts

EDS

Elaciric Power Supply Association

El Paso Energy

Enron Car.

Salutions, Inc.

General Electric

Halliburton Campany

intematanal Association of Drifing Contractors - LADC
Interstate Matural Gas Association of Agmarica -IMNGAA
Intemiational Gas Cenler .
Incependent Petrolsum Association of Amarica - IPAA
Kalley Drya & Warren

McDermott inc.

Mid-American Energy Holdings Company

National Association of Energy Services Companies (NAESCO}
Mational Foreign Trade Councd - NFTC

Mational Electrical Manufacturers Association (NEMA]

Mew York Mercantia Exchange

Rockwall Automation

Sarkeys Enargy Center, Linfversiy of Oklahoma

US Charnber of Commerces

United States Councl for Intemational Business [UsCIZ)
U5, O & Gas Association

US Pacific Economic Cooparation Counci -~ US-PECC
Westinghouse

[Hew membars ara in bold)

—_——— e s———
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F ! ! E:.I EXECUTIVE QFF(CE OF THE PRESIDERNT

THE UMITEDR LTATES THADE AEPRESCHNTATIVE
WAL MINETE N, 3. II5UE

TN A. GO HILLINGE
g e ENRON CORF,
WASHINGTOMN, [.C,

Mr. E. Joseph Hillings

Vice President & General Manager
Federal Government A ffairs
Enron Corporation

1775 Eye Street, N.W., Suite 800
Washington, D.C. 20006

Dear br. Hillings:

Thank you for your recent letter of suppart from the Energy Services Coalition, which | have
read with great interest.

I agree with your proposal that the APEC Energy Services matrix serves as the starting point for
developing the United States pesition on liberalizing non-tariff barriers to energy services in
Services 2000. While GATS rules already apply in principle to energy services, the Matrix's
broad-based definition of your sector will help to focus negotiators on the new services provided
by your members and some of the trade restrictions they  encounter as global privatization
oceurs. Ln our negotiations, we shall be mindful of the importance to your members of retaining
a broad-based definition of the sector,

[ would like to take this accasion to congratulate you and yvour members for the hard work that
has gone into completing the Matrix. Members of my staff, who have recently met with you and
your colleagues, will be using it as a reference point in their preparatory work ﬁurlimm:rgaf
sector in the forthcoming Services 2000 negotiations.

r
r

|1'|':’ -2y,

C'rll:rim: Bmsl'utfsl-:y
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INTRODUCTION
TO
ENERGY SECTOR SERVICES MATRIX

The globalization of the world economy and rapid advancements in information
technology has raised significant questions regarding traditional theories of international
trade. In the past, intemational trade consisted of imports and exports of goods such as
agricultural products (grain, com or other foodstuffs), nataral resources (oil, coal or
minerals), and manufactured goods (clothing, automobiles or electronics).

The globalization of the work economy has increased this type of rade. Many of
thmg-::uds,su:hmuﬂ,mmnxidmdmhﬂmldin:wuﬂﬁmmkﬂ,wﬂpﬂus
depending on global conditions that affect the mechanics of supply and demand. The
markets for many nﬂ::rgquds{thrumlamu]sanduilhy-pmdmﬂ}mﬂmmnﬁu
an intemational market.

Pﬂ'hﬂpaﬂwgrﬂtmtghbaﬁzndmﬂﬂisﬁmuneﬁ}rﬁnﬂnﬁﬂc:phﬂ, With the
recent developments in information technology, a financial trader can move millions, if
J:u:ﬂbi]ljnns.,nfdulmaﬁumummarkﬂmmthnwimjmtafewmpnunnkeypﬂ.
ﬂmcmitﬂmnkﬂsmbnﬂnﬂymup&ﬁﬁuuﬂp]minmaﬁngduﬂﬂd&mﬂmm
that provide and use capital. Businesses that use financial capital are constantly locking
fmwmmh:mmamdmlmdmmmnmtmthd:upimmmddm—
lest the providers go elsewhere. They are also looking for ways to rednce their cost of
capiu]byuducingﬂwﬁsksinhnmtinthuirbuﬁnmihmughth:mnfm
pmﬁduzﬂ:ﬂmmmcmahmﬂmnuxymmmging:mmmh. The reasons for
these actions are cbvious; without financial capital, businesses and economies can not
thrive.

In light of these developmenis in the international markeis, you are asked 0
consider the following cnergy sector seTvices Matmx. The energy scctor is perhaps the
most capital-intensive sector in the world’s economy. il refineries, power plants and
gas pipelines are very expensive. Efficient capital formation demands that energy
industry participants operate in the most economical manner. These demands ofien result
in the use of specialists such as dnlling companies or constrection companies. They also
often require that certain rsks such as fuel supply, operational performance ard

ton and delivery of energy products be managed by companies with sufficient
expertise (and credit rating), Further, energy intensive industries are increasmgly
hecoming aware of the impact of unceriainties in the cost of their capital cost structure
due to the inability to effectively manage the cost of their electricity and natural gas and
are utilizing commodity and price risk management strategics.

Themgysmwsmdcmmauﬁdmﬂhmswuﬂmmﬂmhcﬁﬂnjas
distinct areas of trade within the energy industry, These arcas do not involve the
movement of goods from one country o another. Rather, they deal with the movement
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- her. Through this fow of ideas,
i i —iﬂﬁm'-ﬁmnuntphm{“lmmﬂ iens,

o m“ﬂmﬂlb:uﬂfﬁuﬂﬁd more efficiently. This allows for hw cost :ue:g_','.ﬁw hl;d:h; ered

M:Hu;a Low cost energy allows businesses to reman compet s in the o

my global market place. _]I_ 3154} Mmm m‘,“,

finencial capital that is neesded to maintain growing robust econom
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THIS MATRIX IS NOT A
 NEGOTIATING DOCUMENT.
IT IS A DEFINITION OF CERTAIN
ENERGY SERVICES WHICH ARE
INCREASING AS TECHNOLOGY

AND OPPORTUNITIES GROW
GLOBALLY.
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INTERNATIONAL GAS CENTER

ENERGY SERVICES - JUNE 22, 1999

{The following iz a brief outline)
The topic T have been given today is “WTO/APEC Update - Energy Services and

Equipment Eberalization™

I. A lot has been done concerning energy services in APEC. A matrix was devised that
reflects the vertical activities of the industry, APEC ran into controversy, however, when
it came time to adopt the matrix and decided to leave the issue to the upcoming Seattle

Found of the WTO.

II. The EU has done significant work in the past 24 months that indicates they are ready
to become involved in the WTO debate - T have read some of the material. One of the

documents conitains the statement that *“The welfare and the economic growth of our

economies are directly linked to a secure encrgy supply at reasonable prices.” It goes on

to list the ELI"s encrgy policy objectives to be the security of energy supply,
competitiveness, and environmental protection. These are all points on w]:l.'ich_tw can
agree. Just as significantly, there are points on which we do not agree and these should #

I

be part of the future discussions before, during and after the WTO.

III. The effort by business here in the United States has not been as vigorous as maybe it
should have been. Enrom - Joe Hillings, Terry Thorn; PECC - Steve Bumns; and CSI Bob

Wastine have done exceptional work in this area but were not given much help by
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petroleum enerpy services unbl recently, Within the past 6 months, a few of us have
attempted to determine just what the mterest level i in having petroleum energy services
included as part of a separate “energy services” sector in WT'O. Don Eiss worked hard to

generate comments. These efforts have resulied in an increase in the interest level and

this interest 15 bepinning to have an impact,

IV. A letter signed by neary thirty cormpanies, datad 26 May 1999 was seni to Charlene
Barshefsky, the United Siﬂir& Trade Bepresentative, urging consideration of economic
activities that are considered energy services in the upcoming WTO Roumd. On June 11,
1999, [ngide U\ 5. Trade magazine ran an article commenting on recent efforts to have
energy services inchaded tn the WTO. The article ran the complete Energy Services
Coalition letter to Barshefsky. Most recently, we met with Josephine Ludolph, Director
of the Office of Service Industries at the Department of Commerce. She explained the
complications with vertical principles (The matrix from APEC) and horizontal principles

which are inserted across all negotiated sectors.

¥. The biggest problem continues to be definitions. For example, oil and ol denvatives
as well as solid fuels are treated as goods within some WTO current writings while i
clectricity and gas are not. As you know, under the current WTO system, created in |

1995, there are two agreements GATT and GATS. Within the existing WTO framework,
production of energy goods comes within the scope of the goods agreements or GATT, !

while transmission, distribution and related services come within the scope of the GATS.

—_—
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V1. What our group - which now numbers 29 - is finding oot 1s that Umited States
operations differ from foreign operations in many ways. The primary reason is that much
of the energy generated in the United States comes from private sources while most
m:rgynwislhgpmpmuﬂhemmign-ﬂmtischmgmg. In the United States,
mncumpanymaymm:mﬁgyﬁghuwhilcmin&chmpapriﬂﬂaﬂﬂmmﬁnﬁ
fior the item. 'We believe services are from ground to gas tank. As you can see, definitions

are &t the heart of the question of what should be done. !

VIL This gives rise to a number of questions three of the most prominent are:

- Would it be desirable from a trade liberalization point of view to classify energy
services as one sector, or should different parts of it be classified under relevant sectors
such as transportation and distnbution?

- s the WTO separation between “goods trade rles” and “services trade rules” i
desirable? Would it be more officient to apply a single coherent set of trade rules to |
liberalization in these sectors, considering the structure of the industry and the exiting |
WTO rules?

- Should there be an “energy-related services” picce or should that be part of

T T+ T » Sy L & o §

energy services? . )
lnIul}rnrﬁugustﬂfltjsyﬂ,ﬂ:DﬂpHmmtquummmwﬂlmﬂuﬂammd!aﬂl:lu i
begin the coordination betwesn business and the government concemning the upcoming !

WTD Seatile Bound.
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Time for a Global Agreement on Energy Services

By Terence H. Thorn, Session Chair, Executive Vice President,
International Government Relations & Environmental Affairs
Enron Corporation

Houston, Texas

At GATS 2000 and Sectoral Liberalization: Energy
Session VII, Panel 6, Wednesday, June 2, 1999, 11:00 am to 1225 pm

Services 2000: New Directions in Services Trade Liberalization
June 1-2, 1999
The University Club, Washington, DC

Hello, My name is Terry Thom, and | represent Enron, the largest independent supplier of
electricity and natural gas in the world.

The two key words are “independent” and “supplier.” Both businesses were traditionally the
dumhnfuﬁﬁﬁﬁ,n&muwmdb}rmﬁmﬂgummmﬁqmpﬂﬂndwn&ﬁdmmd

served as sinkhales for government finance. Prices were frxed. Many governments
believed in subsidizing the prices of both gas and electriciny commodities.

Some governments, like Japan, subsidized prices for manufacturers, India subsidized prices
for farmers, Few urliies made money. Technological change was something that happened
n echer industries. From a consumer’s point of view, gas and #lectricity were bills thar had
mhpﬂﬁmwmmaimmﬁng:hmﬂuigumdelﬂ:ﬁtﬁﬂm?nr
pdicynrkm.dmidwudmmdgummrbﬂmeﬁnhhhudmsn{mm
like defending your borders and declaring national holidzys. In shart, these industries were a
dm;lwightind::ﬁabulmmmr.u&mlugimllym fiscally intrusive, and sconomically

stafic

About Bfteen years ago, dlectricity and gas took the first steps towards the revohmonary
&mgﬁmﬂmmmghmm.mﬁmﬂmmhngaﬂuimﬁmﬂ
uﬂ:wgadumbandw&ﬁmmmmmmmﬂuﬁmhﬂinm. In the US,
restructuring of the financial and telecommunicarions industries was well underway. .
London’s financial “big bang” was on the horizon, In Latin America, the debe crisis was

in Services,

But they left energy our In 1985, when negotiators were ing towards the first services
round, free market competiton and energy services were rwo di things, with the
partial exception of il and gas exploration and production. Enron was two interstare
pipeline companies worried about the future. Thar year, the Federal Energy Regulatory
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Commusson declared open access for interstate gas pipelines. Long-term, fixed prce
" contracts suddenly went out the window. A whole new industry grew up around the new gas
wholesale market. Enron was bom. Enron and its competitors have turned the staid old gas
business into a new entity with mamy of the characteristics of the financial services industry.
Ten years ago, in a gas company software was ing you used to prepare spreadsheets.
Moy Enron's risk management software and trading so are vital to the business.
Starring in the early 15905, the US elecoriciny business began to follow the path set earfier by
EAas.

Riding both waves, Enron is now a $31 billion company, in terms of sales. Tt has grown imto
th:watn:wnﬂrkﬁﬁuprmdhfdﬂegulﬁan-hﬁﬂﬁhmhﬁrdeiumhuinﬁsmlhﬂ
even resembles the old world of wtility suppliers. We are the word's largest “independent™
mulwmdduﬁdwbmmmdunum&ﬂrﬂmmpﬂnuﬁﬁmmﬂh

or economies whose infrastructure needs are so basic that it is the only way to
finance large projects. Then, we are primarily a “supplier” rather than a producer or
gmmwufgumddmkhy,ﬁhuughw:huhmmmn[bmhpmdmﬁmmd

ion, We buy, sell and rrade both commeodities. We are like an all-sesvice investment
m.#upt that the currency in which we trade is energy.

The lines berween energy services, and financial and telscommunications services, are
ngmmnmmmmymmkmmmdmpmm
enable energy users and suppliers to treat elecrricty and gas as hedgeable, nsk-maddng,

highly liquid commodities. We are now at the point where the isolation of energy services

from the global trading regime has become a major problem. Big economies are playing
cmﬁ-u?hgfsmddn:gidqrduegn:hﬁmmrmﬂﬂmhhhm@aﬁn;muhpm ®

as the Ada Pacific Economic Cooperation or APEC. The reforms are happening so
fast that virtually amy publicacion is oet of date by the time it gets to press. The Asian
financial crisis spurred a new round of energy seetor reforms in South Korea, Thatland, and
Indonesia. In some product lines, in some sectors, the US may be in the lead. Bur countmies
and regions are now vying to get abead of the curve, to take advantage of the benefics of
energy restructuring and the new energy services industry before their rivals. Energy reforms
have proven to be a magnet for investment and wealth-creation. Mations want in.

The new GATS round should incude energy services as a priority item. Energy services
have been left our in the past. To the extent thar the international trade policy camamunity
has grappled with the issues at all, it has stumbled over the question of how to draw the line
berwreen " and “service” in this industry, We in the US industry would like to see
the broadest possible definition of energy services. For one thing, the more commuoditized
these markers become, the less it matters where the product onginates. For another, GATS
1995 and the 1997 Telecommunications Agresment have set important precedents for
national trearment of service suppliers, and competition policy, that will apply to energy
services but not 1o energy products.

Negotiators will find many parallels between their work on finandial services and
telecommunications, and energy services, but there will be much that is unique to the energy
sector, as well. In this contexs, we would like to recommend that policy makers and "=
negotiators make use of ground breaking work on enengy services done by regional
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economic organizations, in parnonlar APEC. APEC has engaped in rwo important processes:
" one to establish regulatory best practice principles for independent power producers and
natural gas, and a second to define the industy. One of the frondes is thar the i
“What are energy services?” is both serious and provocative, APEC has designed a *mawix™
approach to the mdustry that encompasses both its traditional segments and the new,
ermerging busnesses thar are coming to dominate it

Let me close with a brief anecdote that may explain just how dynamic, even hectic and
chaotic change has become in this industry. As [ mentioned, Japan is preparing to deregulate
s elecmiaty and namral gas sectors, a project which its powerful unilities have fought every
step of the way. Hn:hng:gu.m:afnw]:pmmnmm“aqummmm
wanted to know the vanations that were possible berween independent power producers and i
cmmah@mmWHanhthwmmﬁmmmpﬂy
nmmmwﬁmWﬂmﬂMﬁEmm,udmmmﬂm
burning gric? Japaness a market power operation, $8€, 15
chm[pmqummmidﬂu%mﬁeﬁﬁnmufﬁunfimnﬁpﬂ&
Trade. He was mystified. “We do all those things,” was his Thtrﬂmht,wurhngm
tandem with regulators, has found ways to organize safe, cost-effective supply of
dmmm:bm&afmﬁmmmmmmmdm
plentitul electricty. We need to bring this message o the international trade community,
through GATS 2000, and do t soon.

Thank you very much. _ ®
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E. Joseph Hillings
Vice President and General Manager
Feslera! Goserument Affecn

&,
Enron .
‘Pﬂ 1775 E,m NW, Swity BN
Wshinghon, [ 200064807
(202} d56-F145
Faz {202) B28.3372
el rH oom
TRANSMITTAL SHEET
TO: The Honorable Lawrence Summers
Secretary of Treasury
LIS Department of Treasury
FROM: Joe Hillings
DATED: December 8, 19390
RE: Ken Lay's Speech — WTO Seattle Ministerial

Enron Chairman Ken Lay recently addressed the Business Forum at the WTO
Meeting in Seattle on energy services and the new economy.

| thought you would find the attached presentation to be of interest.

Sincenaly,

Encl.

Matural gas. Electricity. Endless possibilities.™
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E. Joseph Hillings
Vice Fresident and Genersi Masaper
Fedrral Government Affarrs

‘,@ Enron Corp.
(+/ 1775 Eye Streed, MW, Sulte $50
Fashingion, D F0M-4607

[202) (563145

Fax (202) AZ8-35T72
il EenFen.com

TRANSMITTAL SHEET

TO: The Honorable Stu Eizenstat

Department of Treasury

FROM: Joe Hillings

DATED: December 8, 1999

RE: Ken Lay's Speech - WTO Seattle Ministerial

Enron Chairman Ken Lay recently addressed the Business Forum at the WTO
Meating in Seattle on energy services and the new ecanomy.

| thought you would find the attached presentation to be of interest.

Sincerely,

Encl.

Matural gas. Electricity. Endless possibilities.™
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" The Global Reach of Services
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Natural Gas Customization
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ENROM, WASHINGTON
1775 EYE STREET, HW
Sulte 800

Washington, DG 20006
213-486-9145
202-828-3372 (fax)

FAX COVER SHEET
DATE: 11A/01 11:52 AM

NAME; fax number:
T

The Honorable Lawrence H. Summers
Secratary of Treasury

U.5. Depanment of Treasury

1500 Pennsyvania Avenue, NW
Aoom 3330

Washington, DC 20220
eo2-g22-1100

202-622-0073 (fax)

FROM: Linda Rabartson, Vice Presidant, Federal Governmant Altairs
Jog Hillings

Lora Sulfven PHONE: 202-466-9142

FAX: 202-828-3372

Murmber of pages: 3

Please see sttached presa release regarding Bill Archer’s declsion to join
PricewaterhouseCoopers.

Regards.
Linda Rebeartson

TO 6228873

by
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