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This document was prepared jointly by the
Department of Commerce and Bureau of Planning. The
information contained herein is intended to impart
only general familiarity with national trade issues
as the NCLG agenda did not identify specific issues

that would be addressed at the April 1988 conference.
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Ms. Gail B, Manning

Research Assoclate

NMational Conference of Lieutenant Governors
Secretariat: The Council of State Governments
Box 11910, Ilron Works Pike

Lexington, Kentucky &#0578

Dear Ms. Manning:

it will be an honor and a pleasure to serve as a member of
the National Conference of Lieutenant Governors Executjve
Committee for the Western Region, per your kind letter of
March 16, 1988,

Accordingly, then, this Is to give official notice that |
hereby accept Lieutenant Governor Ryan's appointment, and
stand ready to assume the duties and responsibilities
pertinent to this position.

I look forward to meeting and working closely with you and
the other members comprising the committee on matters of
mutual interest and concern, and, therefore, hope you will
not hesitate to call whenever you feel | can be of service or
assistance.

Sincerely,

] — AL —
+

FRANK F. BLAS
Lieutenant Gevernor
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NATIONAL CONFERENCE OF LIEUTENANT GOVERNORS

606/252-2291

March 16, 1988

The Honorable Frank F. Blas
Lieutenant Governor
Executive Chambers

Agana, Guam 96910

Dear Governor Blas:

Lieutenant Governor George Turman’s resignation has created a
vacancy on the NCLG's Executive Committee Members-At-Large for
the Western Region. Lt. Governor George Ryan would like to
appoint you to £ill this vacancy.

The Executive Committee will meet at 10:30 a.m. on April 14, 1988
prior to the first session of the Spring Meeting. There will

also be an Executive Committee meeting at noon on Saturday, April
16.

Please let me knov at your earliest convenience if you will
accept Lt. Governor Ryan’s appointment.

I look forwvard to seeing you at the Spring Meeting in Washington.
Sincerely,

51‘ - 7
‘/Eail B. Manning

Research Associate

GBM:wh
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SECRETARIAT: THE COUNCIL OF STATE GOVERNMENTS BOX 11910, IRON WORKS PIKE LEXINGTON, KENTUCKY 40578
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Orrice oF THE LIEUTENANT GOVERNOR ’N ‘@

GEORGE H. RYAN

LIEUTENANT GOVERNOR

October 29, 1887

Honorable Francisco Blas
Lieutenant Governor of Guam
Executive Chambers, P.0. Box 2950
Agana, Guam 86910

Dear Governor Blas:

in an effort for the National Conference of Llsutenant Governors
to work In closer concert with the National Governors Assoclation on
tssues of mutual concern, ! am restructuring the NCLG's current task
forces Into a committee system which more closely resembles that of
the NGA. Additiomally, t belleve this will also atlow for more
recognition of the NCLG.

In the reorganlzation, all of the present task forces and the
task force chalrmen will remain Intact. Howsver, the task forces
will be aligned under committees which will be focusing on simliar
sub ject areas. The only exception wli] be the Agriculture and Rural
Development Task Force which will become a committes in Itsslf with
no addlitional task forces assigned to It. Following Is a listing of
the new commlittess: Agriculture and Rural Development; Criminai
Justice and Publle Protectlon; Economic Development; Eneargy and
Environment; Human Resourcas; International Trade and Tour!sm;
Transportation, Commerce and Communicatlon; and Federallsm. In
addition, two new task forces have basen created: the Task Force on
Small Business and the Task Forces on State and Local Relatlons.

Under this committes -system each committee will be headed by a
chalrman and by a vice-chalrman. The task forces will onty have a
deslignated chalrman.

¥ith your knowledge and paat op erlence 1 request that you serve

am certain that with your dlroctlon and Ieadershlp the commltteo will
prove to be a vital element of the NCLG. As commlittee chairman |
would ask that - you name the membars of the conference that you

214 STATE CAPITOL BUILDING » SPRINGFIELD, ILLINOIS 62708 » 217/782.7884



Lieutenant Governor Blas
October 20, 1987
fage Two

would {lke to have wsrve on the committee with you. 1| wouid greatly
apprecilate It If you could forward the names of your comm|ttee
mambers to me by November 20.

Thank you for your considsration of this request. In the svent
that you do not fesi that you want to assume a committee
chalrmanship, piease let me know as soon as possible.

Sincerely,

GEORGE H. RYAN
Lisutenant Governor

GHR :dsm

B —



NAT IONAL CONFERENCE OF L IEUTENANT GOVERNORS COMMIIIEED AMY 1AM rvnuew

Committes on Agriculturs and Rural Development
Chalr: Jo Ann Zimmerman (lowa)
Vice Chalr: Walter Miller (South Dakota)

Committes on Criminal Jggglce;!gg Public Protection
Chair: John Russo (New Jarsey)
Vice Chair: Enl Hunkin (American Samoa)

- Task Force on Drug Trafficking
Chair: L. Dougtas Wiider (Virginia)

Committas on Economic Davelopment
Chalr: C.L. "Butch®” Ottar (ldaho)
Vice Chair: Meivin Steinberg (Maryiand)

= Task Force on High Technology and Competitiveness
Chalr: S.B. Woo (Delaware)

» Task Force on Small Business
Chalr: Jack Staht (New Mexlco)

Committes on Energy and Environment
Chair: Mark Singel (Pennsylvanla)
Vice Chair: Padro Tenorlo (No. Marianas)

Commlttea on Human Resources
Chair: Jack Walker (Kansas)
Vice Chair: Martha Griffiths (Michlgan)

= Task Force on Educatlion
Chalir: Richard Licht (Rhode lIsland)

. Task Force on Substance Abuse Prevention

Chair: George H. Ryan (l1linois)

= Task Force on Youth Sulcide Prevention
Chalr: Winston Bryant (Arkansas)

- Task Force on Child Care
Chalr: Marlens Johnson (Minnasota)

Commlttas on international Trade and Tourlism
Chalr: Francisco Blas (Guam)
Vies Chair: Robert Miller (Nevada)

Committee on Transportatlion, Commerce and Communicatlon
Chalr: Mlichael Caillhan (Colorado)
VYice Chalr: Benjamin Caysteno (Hawall)

Committes on Fedarallsm
Chalr: William Bartiett (New Hampshlirs)
Vice Chair: Stan Lundine (New York)

- Task Force on State and Federal Relations
Chair: Paul Leonard {(Ohio)

. Task Fores on State and Local Relatlons
Chair: Wtiliam Nichol (Nebraska)
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MAR 17 idg8

Honorable Robert Miller
Lieutenant Governor

State of Nevada :
Carson City, Nevada 869710

Hafa Adai Lieutenant Governor Miller:

As you may be aware, Guam and Nevads have been appointed Chair and Vice Chair
respectively, of the Comittee on International Trade and Tourism, National
Conference of Lieutenant Governors. I strongly balieve that tha Chalr and
Vice Chair must work clogely to ensure that the Committee functions effectively
in the identification and resolution of {ssues. With this philosophy in wind,
I respectfully request that you assist me in {dentifying the members of the
Coomittee. Please provide your nominees at the earliest conveniencs.

1 look forward to working with you.
S1 Yu'os Ma'ase’,

FRANK F. BLAS
L feutenant Governor

MJICRUZ: PPLEONGUERRERO: EPB |
~ cc: Bureau of Planning /



PROPOSED MEMBERSHIP

The Lieutenant Governor of Guam was requested to designate members to the
Committee on International Trade and Tourism. As a result of this request,
Guam requested the Vice Chairman (Lieutenant Governor Robert Miller - Nevada)

to identify members of the Coomittee. To date, no response has been received.

Members of this Committee could be identical to the National Governors Asso-
ciation Committee on International Trade and Foreign Relations (and its Sub-
committee on Tourism). Members are: Virginia, North Carolina, Alaska, Delaware,
Florida, Guam, Hawaii, Indiana, Iowa, Kentucky, Maine, Minnesota, Nevada, North
Dakota, CNMI, South Carolina, Tennessee, Washington and Wyonming with Nevada

and Hawaii as Chair and Vice Chair respectively of the Subcommittee on Tourism.

Membership of Guam on the Committee on Transportation, Commerce and Communication
(Chair-Colorado; Vice-Hawaii) is suggested because of the interrelatedness of

Committee issues and opportunities.



TRADE BILL

The Department of Commerce knows of no pending legislation with this title

and assumes that this refers to the balance of trade deficit that the U.S.

has been faced with continuously for the last twelve years and for fifteen of
the last seventeen years, and the net outflow of international exchange from the

United States that this has caused.

There is an "Onnibus Trade Bil11" pending in Congress, but a copy of it is not
available; the best source of information on this issue indicates that this
legislation, while protectionist in some ways, is reasonably tame and should

have no direct adverse impact upon Guam.

The U.S. has traditionally been a net exporter in world markets, yet experienced
small deficits in its current account (merchandise trade deficits) in 1971, '72,
'74 and '76, Commencing in 1977, these deficits grew larger, to the point where
nationally policy-makers have become concerned that the export of the jobs that
the trade deficit represents will have a serious impact on the performance of
the U.S. Economy in the future. The current account deficit exceeded $156
billion in 1976, the latest year for which complete statistics are available.
In economic theory, this stuation cannot be sustained perpetually; as currency
and other forms of international exchange flow out of a country, the price

Tevel in that country decreased (or increased more gradually), while those
countries with a new inflow of exchange find that their prices are rising

more rapidly. Eventually, the price of the first country's goods become more and
more attractive in international markets (and at home), and the prices of goods
produced in those countries that have had a net inflow of funds become less
attractive, both domestically and internationally. Thus, the demand for the
products of the country that had the outflow of funds previously begins to

increase relative to the demand for the other countries' goods, reversing the



direction of the flow of funds internationally. However, as a practical matter,
nations are rarely willing to wait for the process to work itself through; they
attempt, through their terms of trade (tariffs) quotas, export subsidies, etc.),

to protect their own markets from international competition. These attempts,
whether successful of not, fall under the heading of "protectionism," which may
help the situation in the short-run (particularly politically, if not economically),
but ultimately leads to reciprocation by the nation's.trading partners and trade

friction which has been the basis of many international conflicts.

Because of its large and persistent trade deficits over the past twelve years,

the U.S. has taken a protectionist posture since about 1982, and although the
result is probably unintentional, many of the actions that the nation has taken

to protect its markets, both domestic and international, have adversely affected
the economic interests of Guam. For instance, the devaluation of the dollar
vis-a-vis the yen has caused the rapid rise here of goods, most notably automobiles,
that are imported from Japan; changes in the substantial transformation requirements
under Headnote 3{a) have limited the prospects for textile and garment manufacturing
here; the most recent Brooks amendment will undoubtedly cause the cost of
infrastructure creation here to rise in the near future, since Japanese fims

will no longer be eligible for public works projects that are funded in whole or

in part by Federal monies. It is quite possible that the Brooks amendment will
cause far more harm to Guam than it will to Japan, which highlights the basic
problem that we face in being outside of the Customs Territory of the United

States; we are foreign for trade purposes, so that U.S. protectionist measures
adversely affect us, yet domestic for other policy purposes, so that trade
restraints often adversely affect us much more heavily in relative terms that they
do our counterparts on the mainland. On the national level the Republican

party tends to favor unbridled competition and free trade, while the Democratic



party tends to favor regulation and interference with the market mechanism

to resolve economic problems. Because the Congress is not dominated by the
interests of the Democratic party, the general reaction to the nation's

trade problems is protectionist in nature rather than to face the issues from

a long-range perspective and attempt to resolve the structural problems underlying
our trade situation. Thus, unless conditions change we can expect more protectionist
measures to be taken by the U.S., with or without the President's consent, over the
coming years. Nevertheless, the President's role in this should not be under-
estimated; he is the main actor in the international trade policies, since the
Constitution places control over trade matters directly under his authority, and

in the past, Presidents have often exercised their discretion in enforcing

the trade laws more or less strictly. President Reagan has vacillated over the
Tast seven years in that sometimes he has taken the traditional free-trade

stance, while at other times he has placed the short-term interests of U.S.

laborers at the forefront and acquiesced to protectionist pressures.
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GENERAL AGREEMENT ON TARIFFS AND TRADE

The General Agreement on Tariffs and Trade (GATT) is a negotiated, multilateral
trade agreement among trading partners in the western world. Periodically,

the largest trading partners get together in an attempt to set the ground rules
for "fair trade," which refers to a system in which the security and development
 objectives of each partner are accommodated as well as is possible through the
application of trade restraints, but no unnecessary trade restrictions are

allowed to stand. This is as opposed to "free trade," a system under which no
trade barriers exist. Effectively, the GATT is designed to apportion shares of the
world market in various goods among the nations involved. No detailed information
regarding the prominent issues to be addressed in the upcoming GATT meetings

is available.
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3. GATT Negotjationa (New Policy Position, H-9.)

The propeosed policy supporta the negotiations now underway in the
framework of the General Agreement on Tariffs and Trade (GAIT). The talks,
vhich officially began when the trade ministers of 74 countries met in Uruguay
in September 1986, are the eighth round of negotiations in the forty vyears
since GATT was founded.

The current multilateral trade negotiations are an attempt at major reform
of the rules coordinating® international trade. In previous rounds,
substantial progress was made in reducing tariff barriers. There is now a
recognition that the GATT rules and procedures must be modernized and expanded
to cope better with the realities of vworld trade.

The proposed policy supports expanding the GAIT to cover agriculture,
services, intellectual property, and investments; strengthening GATT
enforcement and dispute settlement methods; encouraging the partieipation of
developing nations in the GATT; and reviewing broad national policies through
the GATT, It calls for close antate-federal consultation on the Uruguay Round.

The policy will not direectly create increased federal or state costs,

although staff expenses at both levels of government will be incurred 1f
substantive consultations get underway.

Source: National Governors Association



H-9. GATT NEGOTIATIONS

THE GOVERNORS AFFIRM OUR SUPPORT FOR THE MULTILATERAL NEGOTIATIONS NOW
UNDERWAY WITHIN THE FRAMEWORK OF THE GENERALAGREEMENT ON TARIFFS AND TRADE
(GATT). THIS MULTILATERAL EFFORT TO DEVELOP A COMPREHENSIVE SET OF GUIDELINES
FOR TRADE BETWEEN NATIONS IS ESSENTIAL, GIVEN THE GROWING TREND TOWARD INTER-
NATIONAL ECONOMIC INTERDEPENDENCE. WE APPLAUD EFFORTS BY GATT MEMBERS TO:

o EXPAND APPLICATION OF GATT RULES BEYOND MANUFACTURED GOODS TO ENCOM-
PASS AGRICULTURE, SERVICES, INTELLECTUAL PROPERTY, AND INVESTMENTS;

o STRENGTHEN GATT ENFORCEMENT PROVISIONS AND IMPROVE DISPUTE SETTLEMENT
MECHANISMS;

¢ EXAMINE THE ROLE OF DEVELOPING COUNTRIES AND SEEK WAYS TO ENCOURAGE
THEIR FULLAND ACTIVE PARTICIPATION IN THE GATT; AND

o FOCUS ON THE IMPACT THAT BROAD NATIONAL POLICIES AND PRACTICES (E G, TAR-
GETING, SUBSIDIES, STANDARDS, AND PROCUREMENT) MAY HAVE ON INTERNATION-
AL TRADE.

STATES, AS ACTIVE PARTICTIPANTS IN THE INTERNATIONAL ECONOMY, HAVE A STRONG
INTEREST IN THE OUTCOME OF THIS EFFORT. STATES HAVE A SPECIAL ROLE IN CERTAIN
AREAS COVERED BY THE NEGOTIATIONS, INCLUDING SERVICES AND AGRICULTURE. STATES
COULD ALSO BE AFFECTED BY NEW AGREF IENTS ON GOVERNMENT PRACTICES.

WE SUPPORT THE CONSULTATION AFPPROACH USED BETWEEN THE U.S. TRADE REPRE.
SENTATIVE AND THE GOVERNORS DURING THE U.S. - CANADA FREE TRADE TALKS. WE RECOM-
MEND THAT THIS PROCESS BE CONTINUED AND ENHANCED AS THE MEANS OF STATE-
FEDERAL CONSULTATION DURING THE URUGUAY ROUND.

Source: National Governors Association
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UNITED STATES pRrOPOSAL FOR THE GATT
NEGOTIATING GROyp ON TROPICAL PRODUCTS

introduct {op:

The United States submits llowing proposal to achieve the
objectives set forth in the t::ntt;odel Este Declaration with regard
to tropical products. We sypmit this proposal with the aim of

;chéev&ng the “follest liberajization of trade in tropical pro-
ucts.

As the United Etates has stated, we are willing to eliminate all
barriers to trade and trade-digtorting subsidies on all agricultural
products, tropical and non-tropical, as long as our trading partners
are willing to do the same, As evidence of that, the United
States has proposed in MTN.GNG/NG5/W1l4 that all participants in
the Uruguay Round negotiations on agriculture completely phase-out
over 10 years all support and protective measures that affect
trade in all agricultural products. The United States submitted
that proposal in the firm belief that a free market oriented
system of agricultural trade would be beneficial to all agricuiturai
exporters and importers.

Given t.,at the majority of tropical products are agricultural, the
Onited States proposes in the tropical products group that, con-
tingent upon a global agreement in the agricultural negotiations
to phase~out all support and protective measvres affecting trade,
all participants in the tropical products negotiations agree to
eliminate all such measures on agreed upon tropical agricultural
producte on an expedited basis.

With regard to non-~agricultural tropical products, theUnited States
recommends that these products be subject to a request/offer pro-
cedure.

IMPLEMENTATION

To achieve the "fullest liberalization of trade in tropical pro-
ducts,” the United States proposes that the negotiations proceed
as follows:

1) The negotiating group on tropical products shoold identify
all support and protective measures affecting trade in trop-
ical products. A data base which includes all snch measures
wvhich affect trade maintained by all participants in the
tropical products negotiations is therefore necessary.

2) By March 1988, delegations would submit a proposed priority
l1ist of tropical agricultural products for which they would
like to see all participants eliminate all support and pro-



‘|

. ji 1igt for expedited treatment., USG representatives explained that

would be a mattgr for neégotiation, and that ve wvill
x the private g:;tor's advice on any list that is
There was also gome oonfusion and concern at the
that the United States would be fragmenting
abling our tropical products
get around our agriculture

the products
need and 58

devised.
outset of the plenary
the agriculture ::go;ggtions bytot

0831. 1Ving e B a way ‘
§;g§“531~g Hopefully, ve amllayed our advisors’ fears in that

1d by explaining that (1) the policies for elimination will
;gg;ecidga bg,the Agriculture Negotiating Group and (2) implemen-
tation of expedited treatmept on tropical agricultural products
is contingent upon our obtaining & basic package in the agriculture
negotiations. Finally, our adyisors fear that the U.5. will not
stand firm and that we will end up "giving” and others won't.
USG representatives continued to point out that we do not intend
to make unilateral concessions and emphasized that expedited
treatment on agreed tropical agriculturel products means that all
participants must agree to eliminate support and protective
measures. In conclusion, the private sector seant a clear signal
that it wvants to be kept advised, particularly on the issue of
product coverage.

It shnuld also be noted that representatives of the rubber footwear
industry bhave stated their view that the United States should
tell the LDCs up front that ve will not negotiate any semi-processed
or processed products in the tropical producte negotiating group.
Rather, they believe, such products should be negotiated in the
Market Access Groups. We have responded that the Punta del Este
Declaration on tropical products includes the negotiation of
semi-processed and processed products. Howvever, Just because a
country makes & request does not necessarily mean that wve will
deal with that request in the tropical products group. Since
these negotiations are evolving, we need to be in a position to
deal wvith each request or a pragmatic basis. To take products
off the negotiating table now would undermine our ability to do
so. Ultimately, these negotiations will have to be linked to our
interests in other areas. We can better guage how we do that
once ve have the requests in hand.



U.S. - CANADA FREE TRADE AGREEMENT

The U.S.- Canada Free Trade Agreement currently being reviewed by Congress
is a proposal negotiated by the two countries to eliminate trade barriers.
As written, the agreement does not include the #.S. territories under its

provisions.

While Guam does not count Canada as a trading partner, exclusion of the
territories in this agreement raises the concern that the territories might
be excluded from trade agreements negotiated by the U.S. and other foreign

countries.

Since the U.S., - Canada Free Trade Agreement cannot be changed by the U.S.
unilaterally, the U.S. Trade Representative Clayton Yeutter has offered to
to assist in negotiations with Canada for the benefit of the territories.

This pledge of assistance was affirmed by the National Governors Association.
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The Committee on International Trade and Foreign Relations recommends the
consideration of an amendment to one existing policy position, one substitute
for another existing policy position, and one new policy position. Background
information and fiscal impact data follow.

1. Specific Opportunities in Trade (Amendment to H-6.)
(Tourism)

In letters and testimony, Governors have strongly supported the work and
funding of the U.S. Travel and Tourism Administration (USTTA), the agency in
the Department of Commerce which coordinates promotion of travel to the United
States. The amendment makes explicit the Governors' support for USTTA funding
from federal general revenues rather than from user fees as the Administration
had proposed. Congress did not accept the proposal, but the user fee may be
considered for the agency's FY 1989 budget.

The policy assumes continuation of the agency's funding at the current
level of $12 million for the near term and calls for no new federal
expenditures. However, state tourism officials have noted that the currency
exchange rate has put the agency's budget under severe pressure and have
indicated that the federal government would be making a wise investment in
tourism if it increased the agency's budget.

@ S, - Canadjan Trade (Amendment, in the form of a substitute, to H-7.)

U.S8., - Canadian trade has been an important area of Committee work,
beginning with a sessjon at the NGA annual meeting in 1985, when seven of the
Canadian Premiers met with the Governers. To follow up on that session, the
Executive Committee established a U.S. - Canadian Task Force.

In August 1986, NGA adopted policy supporting the U.S. - Canadian free
trade negotiations, pledging to work with the U.S5. negotiators to assess the
impact of any agreement, and suggesting that meetings between the Canadian
Premiers and the Governors continue., For the past year and a half, Governors
and their staffs have consulted with the Office of the U.S. Trade
Representative on the on-going talks, and in early 1988 the President and the
Prime Minister signed an agreement. A Governors'/Premiers' forum was held at
the 1987 NGA annual meeting.

The policy that the International Trade Committee will consider endorses
implementation of the agreement. It notes that some issues were not fully
addressed during the negotiations and urges that these be vigorously pursued
in future talks. Recognizing that the agreement might create difficult
adjustments in some industries or regions, the proposed policy commits the
Governors to working in their states, and with the Administration and
Congress, to minimize any adverse effects of the agreement. Finally, it
supports further meetings between the Governors and the Premiers.

The policy says that the Governors' support is contingent on both
governments refraining from taking actions that are inconsistent with the
agreement in the period between its signing and implementation.

The agreement 1is expected to contribute to the real growth in the
economies of both the United States and Canada. The effect on the Treasury is
expected to be a net gain.

Source: National Governors Association
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H-7. U.S.-CANADIAN TRADE

THE GOVERNORS SUPPORT IMPLEMENTATION OF THE FREE TRADE AGREEMENT
NEGOTIATED BY THE FEDERAL GOVERNMENTS OF THE UNITED STATES AND CANADA. Our
support is contingent upon Canada and the U.S. doing notbing in tbe interim to violate the spirit
of the explicit understanding affirmed in writing on January 2, 1988 to "exercise their discretion

in the period prior to entry into force of tbe accord so as not to jeopardize the approval process
or undermine the spirit and benefits of the Free Trade Agreement.”

THE AGREEMENT, WHILE NOT FULLY ADDRESSING ALL ISSUES RELATING TO OUR
BILATERAL TRADE, IS EXPECTED TO CONTRIBUTE TO REAL GROWTH IN THE ECONOMIES OF
BOTH SIGNATORIES. IT REPRESENTS A POSITIVE STEP TOWARD THE OPEN, COMPETITIVE
WORLD TRADING SYSTEM THAT WE HAVE ENDORSED. IT PROVIDES FOR MORE TIMELY AND
EFFECTIVE RESOLUTION OF DISPUTES BETWEEN THE TWO LARGEST TRADING PARTNERS IN
THE WORLD.

THROUGHOUT THE NEGOTIATIONS, THE OFFICE OF THE U.S. TRADE REPRESENTATIVE
HAS SOUGi-IT OUR ADVICE AND MADE IT A PRIORITY TO KEEP US INFORMED ON PROGRESS.
AS THE RELATED LEGISLATION IS DEVELOPED AND DEBATED, WE WILL CONTINUE TO CON-
SULT WITH THE ADMINISTRATION AND CONGRESS REGARDING ITS IMPACT ON STATE
ECONOMIES.

EMPHASIZING THE IMPORTANCE (:)P U.S. - CANADIAN RELATIONS, WE WILL CONTINUE
OUR MEETINGS WITH THE CANADIAN PREMIERS ON ISSUES OF MUTUAL INTEREST, INCLUD-
ING OPTIONS FOR GREATER TRADE COOPERATION BETWEEN OUR TWO COUNTRIES.

WE BELIEVE THAT EFFORTS SHOULD CONTINUE TO BE MADE TO RESOLVE THOSE ISSUES
NOT FULLY ADDRESSED DURING THE NEGOTIATIONS AND THAT REMAINING INCONSISTEN-
CIES WITH THE GENERAL AGREEMENT ON TARIFFS AND TRADE {GATT) RULES SHOULD BE
VIGOROUSLY PURSUED. WE WILL WORK WITH CONGRESS AND THE ADMINISTRATION AND
WITHIN OUR STATES TO MINIMIZE ANY ADVERSE EFFECTS OF THE AGREEMENT.

Source: National Governors Association
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Secretary
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Exrcubive Director

UNITED STATES CANADIAN TRADE AGREEMENT

The Governors of the Territories of American
Samoa, Guam, the Commonwealth of the Northern
Marianas and the State of Hawaill, serving as the
Board of Directors of the Pacific Basin Development
Council (FBDC), while meeting at their 1988 Winter
Meeting in Washington, D.C., wish to raise major
concern over the fact that the Territories and
Commonwealth have been excluded from the United
States Canadian Free Trade Agreement.

The Board of Directors are saddened by an
agreement negotiated by the United States, that
could be precedential for the exclusion of the
afore mentioned American Flag Pacific Territories
and Commonwealth from any and all current and
potential trade discussions.

The United States is currently involved in
both multi-lateral and bi-lateral discussions of
trade issues with many nations. As part of the
United States family, our individual and collective
interests should be included in these negotiations.

During the recent National Governors'
Association Winter Meeting, Governors had the
opportunity to discusg these concerns with
Ambassador Clayton Yeutter, United State Trade
Representative (USTR). Although the Canadlan Free
Trade Agreement cannot be changed, the USTR offered
to assist in negotiations with Canada for the
benefit of the Territories and the Commonwealth.
In addition, Governor Thompson of Wisconsin,
Chairman of the National Governors' Association
U.S.-Canada Task Force affirmed this pledge in
plenary session of the nations Governors stating
that special benefits would be negotiated for the
Territories and Commonwealth.



February 24, 1988
Page 2

The Executive Director of PBDC is directed to pravide copies of
this position and subsequent documents bearing on this matter to the
President of the United States, the Trade Representative, the
Secretary of the Departments of State, Treasury, Commerce and
Interior, the Trade Policy Staff Committee, the American Flag Pacific
Islands Congressional delegations and key members of the Congressicnal
leadership and the appropriate Congressional Committee leadership.
Copies will also be furnished to the National Governors Associaticn
leadership.

The Executive Director is futher directed to provide a report to
the PBDC Board of Directors, with recommendations on this and related
issues within sixty (60) days.

#zé Cheta

J SE F. ADA
rasident and Governor,
Gu

JOHN WAIHER
Vice President and Governor,

Hawaill
Wl e /.’f
é A.P. ?a &
J#fry B. Norris Secretary and Governor $§
Executive Director American Samoa
,,,,,,,,,,
EDRQP. TENORT -
Carolyn K. Imamura Tredasurer and Governor,
Director of Planning Commonwealth of the Northern

and Programs Mariana Islands



WY WPRUS) 0) JopeusequIE S SYl O YIIYM Jo 1dex Aj(wi Ou sum BuB] I § T an pesdjjo siagns

Aq paunsse sem a4 pius Jousanod ay, ‘PIAIOSHM -1e) ‘g ®D "A0D O0XXI MmaN pies 3umos
: «'AINU3 UBRINY B yenuy | sarnenpur LINLIRD Svﬂuﬂau%u ‘pres 3 ,‘Buoje o am s | Alpowiusod
N PAIRAN gylaq 1,90 “FINIS PAULIL  [unbeun o uondadsad o Ajjwes atp, TWOIG0d K )0 oS IO LOL) UEI IM,, | U0 pur JE:
N o pwed m wens 18 sl aul suappes pres )1 . sefpisqns SuipseBaa a_u—q&- aou Lywan L) woddng o) j0u «979) oy uoin
WM, PIUS SPY 8] 00 SIL,  -pu) SSJppPR 0} suonenofiu (wuonppe ST QLM B, aq PMOM I piEs wos | usdef —
PUUED olul sawa pnoys uonensiuupy WL, “NWOUL ARERL 600 Lo g
0) 'awams 88 yons ‘s1onposd wenn ‘PIPPR JUUPUIWE SLIYINLIT) YL puns 8 axE) 09 ymBny U
Wodxa 0] Jusm WBiur weny pes epy 'UpEURD 1A songsy “IIOUI XU JRY) [AUN J1EM 0} SINBKR(I0D
‘PSS 2 "EpSUE) 0} 5p003  apuny PaAjosIIUN JNOQE , SUIGIUGD % ‘PiEs usayng ,‘yew
W)-Anp puss jou pINod weny Ing v ap nonun Ipen
"PITS 3y ‘smms 33J)-L)Np ® BpUN Wwenn 904] 10} 1oddns Jno ssaadxa UED M, p—
y%nu PGS WpIuRD Baummn w0des -PESIP ¥ 1% 1oy 2l !...-om._no.._....___" IRYM “3aqus:
B 24 JO SLLISY ARG JaPUN Smeu eungu L 00ROND 1 SILIO P )
)il e ot | I i oo E..:j_ et Wil .-_.ot_..s_s.
-}LI3] 94} 20§ JUD ¥ [e2)w]un @ 3y ‘adwD suny h
_u_sotoo_w-.a._ba pus 3aJj 10} ...-.wc.uﬂua PR A0 Bnwodm Ag z&“_ saa | RS R
[%32107)q [9pous & ajed Bupaq s Ivum 9. S8. 98, €6.26. 19, 086) | (wowmaieopwn a wwieBeiyByoqs | PewEl RS
1owd au Jo mtjauay ‘ o Ul 1 ‘apoodl ajqeat
) W0l popn|dxa 9q pmom Souses I | 18 1618 o Loet w1 opeay Sepuwyosour | OV I
uSIUIY pus spusis] uydajA g ‘wens) spaus2 o) suodxe 'g'n em-0m) iim ‘sieulted Buipen 1salawy 3824 & U1
% ONS WLOILIN WY}  SIoUIIANH S.PLOM MR I GPEUSD DUR SNWS | er up s
NGO Pi0) ) pies wpy “°5'(Q ‘uvojBujysem L /Lr pajun Yy, !om.ssus. wen MY | o oemp e
Wod) majasdu; osuoydaray ® uj or ISl AR Bupsoddns ofe w1 'S0 0 Siop.
ORIV UNIPEURD) O PuR ssaJH 3 oM} Aofrod ¥ peydope miowianol eql
-u0) £q _.6.5.&...- 3q 16N }] ‘sendsip © | Kieen e yoeussiday puw &k_ﬂ o} uof) Kisnue(
apen UMY e 0) [MuNGLn mau “SIE(BR] uo pay 3q 0] Bupuwunp pebunic
® dn 198 puT 6661 Aq SILNUNGD OM) ) 0% puv ,, o) Aq paatos Afinj.
G0MIIq SIFHT) (18 NFUIUT PINoM 'Kau J 10U JO PIERLD MNST] OQE STIAOU0D

QIMIY ARG JASTUL WL LUpELY) ‘o4 YRS, ssadxe 0] UORNIORA J1aY)
puv usBsay pivuoy juapisedd £q Z ‘uep A Al
poudis sem Youm “Juawaede nLL

B 3WIJ WpRuE)--G ) (edoxd ejo
by e A A el L

uoREITIRS JO ) s s y :
Bt it | LU el || SRS e | R
i u.ca. a& N el 0L TIANNOD MAHJOLSISHD A8 “._“M‘s o
K3 womn a3y} noge &u uuey JIWOoU0d | ik
| SUJ30U0d UleW aiqissod sBn0 | oo

Siy S92I0A epy

Il passaldxa Jead |
__mwan

C b smum oo s T

o SITY 0Y) Uy uaddey 1,uom Biy),, ‘524 PIJOA BIOWIIAOE JUNIYIUBIE,, RIOWIDAOE ) PISKIAND | v wupe

Rriodke TPUIE JoYe PO1O8 BIOUIADE Bl .E.!i.ﬁh
“RuReIde P log | MWL MA ¥ IND ww; s0wdA08 2wos | ‘peacadde 51

LR A LR RN TN I



GENERALIZED SYSTEM OF PREFERENCES (GSP)

The GSP is a system through which the more-developed countries grant preferential
trade benefits to less-developed countries {LDCs) in an attempt to accelerate
those LDCs' economic advancement. As countries, such as Japan in the 1960s and
Korea in the 1980s, reach threshold levels in their development processes that
are deemed sufficient to allow their sustained growth without further assistance,
they graduate from their GSP-beneficiary status and no longer are granted
favorable rates of duty (usually around ten percent below the "most-favored
nations" rates) for their goods. Individual nations make the decisions
independently about which countries are to be granted benefits; although Guam
would be eligible under the U.S. GSP, the necessary Presidential Executive Order
has not been signed, which presents no problem because the benefits under
Headnote 3(a) are superior. However, Guam was dropped from New Zealand's 1ist
of eligibles in 1986; we are still beneficiaries under the GSPs of Japan, Canada,

Australia and the European Economic Community.

Recently, the U.S. graduated Taiwan, HongKong, South Korea and Singapore from
its GSP, much to the chagrin of these countries because they have high trade

surpluses with the U.S.
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GEPHARDT AMENDMENT

This amendment, which is effectively directed at Japan, would require that the
President set limits on the vol um of the current account deficit that the U.S.
can build up with any one country before imports from that country are severely
restricted. It would require that Japan either increase its imports from the
U.S. or reduce its exports to the U.S5.; if neither of these occur, what is
effectively an overall quota based upon the value of all goods would be imposed

on goods imported into the U.S. from Japanese manufacturers.



BILATERAL AVIATION

Presently, the U.S. govermment negotiates with foreign governments to allow
foreign air carriers to serve U.S. points and U.S. carriers to serve foreign
points. During these negotiations, each government negotiates the cities to
be served, price considerations, cargo services, charter services and other
aviation issues. In these meetings, if foreign governments allow U.S. carriers
to service relatively small, less profitable foreign cities, the U.S. govern-
ment may offer Guam in return. Obviously, each government attempts to service
the most lucrative destinations of the other. In most instances, govermments

are allowed to choose those destinations they will actualiy service.
The following should be noted:

1. Based upon available information, 10 foreign countries (i.e., Fiji,
Indonesia, Japan, Nauru, New Zealand, Philippines, Singapore,
Taiwan, Thailand and United Kingdom) are allowed by the U.S. to
provide airline service to Guam. Few of these countries have
actually chosen to service Guam due to the smallness of its
market, the profitability of destinations such as Hawaii and the

availability of longer range aircraft that can over-fly Guam.

2. Hawaii currently has a policy of attracting greater foreign
investment to ensure that Hawaii will continue to be a
destination point (if only to ensure the continued profitability
of these foreign investments). This policy has been extremely

effective in ensuring that Hawaii is not over-flown.



Five foreign countries with aviation operations in the Pacific
are not allowed to serve Guam but are allowed to service Hawaii.

These countries are Australia, China, Korea, Malaysia and France.

No information is currently available to determine why these countries

are not allowed to serve Guam.

Guam is authorized to establish the Visa Waiver program in which
tourists from countries which have a US visa rejection rate of

less than 16.9% including Australia, Brunei, Burma, Indonesia,
Japan, Malaysia, Naura, New Zealand, Papua New Guinea, Singapore,
Solomon Islands, the United Kingdom (including Hong Kong), Vanuatu,
and Western Samoa can visit Guam without visas for no longer than
15 days. Hawaii participates in the national visa waiver program
that applies to tourists from United Kingdom and Japan. Tourists
from these countries will be able to enter the U.S. (including Guam)

for a period of 90 days without visas.

At present, information is not available to assess cargo service
from foreign countries. In the U.S. for example, the desire to
increase the number of Japanese tourists to the U.S. has met with
some criticism by the Japanese because of domestic pressures on
the U.S. government to reduce cargo imports from Japan. There
may be some potential in using cargo service as a bargaining

chip to increase passenger service from foreign countries.



At the PBDC-DOI sponsored workship on Pacific Region Aviation Policy, the

following policy was recommended.

BILATERAL AGREEMENTS

Aviation is the lifeline of the Pacific region. The importance of
aviation clearly demonstrates the need for a new direction in bilateral
aviation negotiations and agreements. We encourage change in the following

areas:

*removal of constraints affecting capacity, frequency and market
destinations are crucial to aviation, tourism, and economic and social

development in the AFPI;

*the United States Government should allow each AFPI {both individually,
and, when appropriate, collectively), the opportunity to be available as a

resource in aviation bilateral talks/negotiations that directly affect the AFPI;

To enhance aviation opportunities in the region, Pacific issues in
aviation bilateral negotiations should be considered and resolved apart from

issues that do not affect the Pacific Region.

Attached is a copy of the full policy statement and GAA, GVB and BOP's

recommendation to adopt the poiicy.
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PACIPIC REGION POLICY ON AVIATION
INTRODUCTION

The Territories of American Samoa and Guam, tha Commonwealth
of the Northern Marianas and the State of Hawall (also known as
the American Flag Pacific Islands -~ AFPI) are wunique island
commggities physically located in the Central-Western and South
Pacifiec.

The AFPI Governors and citizens recognize and understand that
our island communities, surrounded by millions of square miles of
ocean, are physically detached from domestic and international
markets.

Further, our island environments consist of small land areas
and have limited natural rescurces gensrally consisting of sand,
sea, sunshine and coral. Nonetheless, our 1lslands are rich in
scenic beauty, cultural heritage and human talent.

DEVELOPNMENT OF QUR ECONOMIES

These characteristics call attention to the unique needs of
our island settings and to the limited options presently
avallable for soclal and economic development. Tourism is one of
the major existing economic activities in our communities and
offers the greatest potential for our lmmediate future,

Tourism offers one of the best opportunities to:

* reduce the national trade deficit and increase Federal
revenues from the reglon;

* stimulate the AFPI economies through 3job creation,
growth in local tax revenues, and increased
investment opportunities.

Thus, tourism provides a vital opportunity for greater
econemic self-sufficiency for the Pacific region, resulting in a
lessening of dependence of the AFPI economies on  Federal
subsidies. Other bDbenefits of Aincreased tourism include the
reduction in lccal resident ocut-migration and the preservation of
our unique cultural heritages.

In order to realize the economic potential of increased
tourism for the Pacific Region, it is necegssary to reduce or
eliminate unnecessary barriers to travel and to provide a
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fairly in the international market place to generate a larger
number of visitors into the Region.

One example of auch potential would be the opportunity ¢to
increase tourism to ths Region through the Japanesa "10 Million
Program" which aima to double the number of Japanese outbound
visitors by 1992.

AVIATION

The people of the AFPI communities are heavily dependent upon
aviation for a number of reasons which include:

* Perscnal Mobility - travsl to .and from other islands,
the U.S. Mainland, and other destination for social,
business and medical reasons) y

* Visitor Traffic = travel to and from our dislands by
domestic and international visitors;

* Mall, Goods and Cargeo - movement of items that must
.- == reach our island communities expeditiously.

Aviation is the most critical lipnk in the econcomic and social
lifeline 4in the ©Pacific. Unlike the U.S. Mainland,
transportation alternatives are severely limited and there are no
realistic options to air service. This fact is recognized by
Congress in the continuation of the U. S. Department of
Transpertation's Essential Air Service (EAS) Program.

We encourage local government input in the development of
policies that affect negotiation of bilateral air . routes;
travelers entering and exiting our islands; and changes in
aviation standards and regulations. The future of aviation
policy in the Pacific region rests on a cooperative effort that
should include the AFPI Governors, the Federal government,
Foreign governments and the air carriers.

wWe thus put forward the following key elements of our PACIFIC
REGION POLICY ON AVIATION,

Bilateral Agreements

" Aviation 4is the 1lifeline of 'the Pacific region. The
importance of aviation clearly demonstrates the need for a new
direction in bilateral aviation negotiations and agreements. We
encourage change in the following areas:

* the removal of constraints affecting capacity, frequency
and market destinations which 1s crucial to aviation
tourism, and econcmic and social development in the
AFPI;
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* the United States Government should allow each AFPI
{(both individually, and when appropriate,
collectively), the opportunity to ba avallable as a
resource in aviation bilateral talks/negotiaticnas that
affect the AFPI.

To enhance aviation opportunities in the region, Pacific
issues in aviation bilateral negotiations should bea considered
andi resolved apart from issues that do not affect the Pacific
Reglon.

Visitor Processing

The full benefit which may be derived from adequate levels of
air service may not be realized if impediments to the flow of
visitors remain in place, To ensure ease of travel we advocate:

* the removal of non-tariff barriers such as visas;
* increased permanent and part-time staffing to meet the

demand of processing visitors during peak periods
whether it be dally or seasonal;

»

more <£lexible scheduling of aircraft from foreign
countries to avoid peak perlods;

»

a special training program that sensitizes personnel to
the special spirit of Alcha, Bafa Adai, and Talofa
that has been part of our traditional greetings for
hundreds of years.

el

Essential Air Service

Pederal recognition of the critical and unique importance of
alr service on our economic and social development in the Pacific
was formalized with the reauthorization of the BAS Program (PL
100-223 of December 23, 1987). To achieve maximum benefit from
this program:

* the affected governments should be active participants
in the promulgation of rules and regulations, program
implementation, and the consideration of any changes
to the EAS Program;

* a timely method for notification to the U.S. Department
of Transportation of any reduction or termination of
air service is crucial because of the time difference
between the Pacific Reglon and Washingteon, D.C.;



* local input into the formula to establish the cargo
allocation in the BAS Program is critical, as is some
local disoretion during times of emergency.

CONCLUSION

PACIFIC REGION POLICY ON AVIATION 1s the result of
concerted efforts of Governors of tha Territories of American
Samoa and Guam, the Commonwealth of the Northern Marianas and the
State of Hawali, Thig policy recognizes that aviation is key ¢to
the advancement of AFPI eccnomles; as well as, the lifeline of
the Pacific Region. The Essential Alr Service program confirms
the need for special alr service in the Pacific Region.

The benefits from air service can be enhanced by relaxing
constraints to the movement of visitors, Ancreasing £requencies
and opening up new market designations, and the separation of
Pacific Region issues in bilateral air route negotiations and
agreements. 1

The Governors of the AFPI, who also serve ag the Board of
Directors of the Paclfic Basin Development Council (PBDC), are
dedicated ¢to furthering aviation and tourism which will improve
their local economies and reduce depandence on Federal subsidies.



JAPAN'S "TEN MILLION PROGRAM"

The Japanese Government is promoting overseas travel and has started
a "Ten Million Program" aimed at doubling the number of Japanese overseas
travelers from the current level of 5% million to 10 million a year by

1992.

Only 4% of Japan's population traveled overseas in 1986. This is
extremely low when compared with Great Britain (39%), West Germany

(34%), France (16%), the United States (12%), and Australia (10%).

The "Ten Million Program" is designed to promote overseas travel
as a way to correct the balance of payment with Japan's trading
partners and to help boost the economies of foreign counterparts.
Japan also expects the program to expand their citizens' awareness

of international affairs.

The program will camapign for longer holidays and vacations for the
Japanese employee. The average length of stay of the Japanese

traveler in destinations is eight days.

The program is expected to simplify overseas travel procedures,
develop ways to increase overseas travel from the remote regions
of Japan, provide tax breaks for company excursions, increase
the number of discount fares, increase air carrier capacity, and

create a travel promotion forum.

The travel promotion forum will implement travel campaigns, seek
the support of foreign goverments for the promotion of overseas

travel, and conduct reserach on the Japanese travel market.



EXPORT NOW PROGRAM

EXPORT NOW is an intensive export awareness campaign undertaken by the
U.S. Department of Commerce and coordinated with the private sector and
U.S. Government agencies. The intent of the program is for potential U.S.
exporters to recognize and to take advantage of:

* improved U.S. product quality and competitiveness;

* the favorable economic climate for exporting, most
notably more favorable exchange rates;

i the broad range of U.5. and State Government exporter
services.
The EXPORT NOW campaign has two key objectives: (1) to increase the export
awareness of potential U.S. exporters, particularly small and medium-sized
businesses; and (2) to focus the Department's capabilities to support these

companies.

A major component of the EXPORT NOW campaign is our partnership with the
private sector. The EXPORT NOW Advisory Committee will be made up of 50 or
more "partners in exporting" coming from many of America's most prominent
and experienced companies in exporting. They will:

* carry the message of exporting, share success stories, and
encourage others to export, by speaking at trade conferences,
trade association meetings, and other similar forums;

& enlist the support of and work closely with District Export
Councils (DEng, trade associations, and other multiplier
organizations;

* promote the export earnings potential of your state's
travel industry through state and regional tourism con-
ferences; and

L provide information about the extensive resources available
from Federal and State Governments and encourage potential
exporters to take advantage of them. Guam Department of
Commerce is proposed to be the designated agency to coordinate
EXPORT NOW.



ANTI - JAPANESE CONSTRUCTION
AMENDMENT 7O THE FEDERAL BUDGET
The Congress and Administration have been most concerned with the lack of
available access by U.S. construction firms to the Japanese construction
market. After long discussion and high levels of frustration on both sides,
the Congress approved the Amendment Number 49 (Brooks Amendment). The
Amendment authorizes:

*The U.S. Trade Representative to establish a 1ist of foreign countries
(Japan is specifically mentioned) who do not allow our companies to compete

in their markets (construction or otherwise);

*Prevents said foreign country from entering "into any contract for the
construction, alteration, or repair of any public building or public work in

the United States or any territory of possession of the United States..."

(emphasis added).

*Allows the President of the United States or the head of any Federal
agency administering the funds for the construction, alteration or repair,
to waive the restriction of a foreign country to provide construction,

alteration or repair to any public building or public work...;

*Provides guidance to the U.S. Trade Representative in making up his

1ist.

PBDC is advised that the U.S. Department of the Interior (OTIA)
is concerned about this matter and has requested a Solicitor's opinion to
determine applicability to the territories and possessions. Further, they want
to examine whether their funnel for funding--e.g., grants as opposed to

“contracts" provides a loop hole in the law.



The Brooks amendment will undoubted cause the cost of infrastructure here
to rise in the near future, since Japanese firms will no longer be eligible
for public works projects that are funded in whole or in part by Federal
monies. It is quite possible that the Brooks amendment will cause far

more harmm to Guam than it will to Japan, which highlights the basic problem
that we face in being outside of the Customs Territory of the United States;
we are foreign for trade purposes, so that U.S. protectionist measures
adversely affect us, yet domestic for other policy purpeses, so that trade
restraints often adversely affect us much more heavily in relative terms

that they do our counterparts on the mainland.
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That the House recede from ity disagreement to the amendment of

Senate numbeved 49, and agree to the same with an amendment, as folk

Restere the ratter stricken by said anendient amended to resd gs follows:

Z0./69. (a)(2) None of the funds nj:g:‘opriated for fiscal year 1685 t
this Seiat Resclution or any other law msy be obligated or expended to enter
intc amy eontract for the constructicn, slterstion, or ripalr of any public

. b2ilding or public work in the United States or any territory or pessession

of the United Stata§ with any contractor -or subcontracter of a3 foreign
cowntry, or any supplier of products of s forelgn country, during any period
{n which such forelgn country 1s listed by the United States Trade
Reprasentstive under subszection (c) of this section.

“u (2) The Fresicant or the head ¢f a Federal agency adninistering the
o finds for the construction, alteratien, or Topasr may waive ths restrictions

of paragraph (1) of this subsection with respest to an Individual contract
if the Frasident or the head of such agency determines that such action
is pecessary in the pudlic intersst. The suthority of the Presidant or
the head of & Federal agency under this paragraph may nct be delepated.
Trhe President or the hzad of a Federal sgency waiving such restrictions
sha.lll within 10 days, publish a notice thareof in the Feleral Register

descriting in Cetail the contract involved and the reason for granting
the waiver, v - 'L
() (1) Mot later than 30 days after the date of enactasnt of this Mr,

the United Statas Trade Representative shall mahe a desamminatien with 7
raspect to each foreign comtry of whether such foraign country--

(A) denies fair ang itabtle msrket opportunitles for products
and servicss of the United States in precurement, er

(B) é2nies fair and equitable macket opportumities for products
exd senvizap of the United States in bidding,

£or cInstruction projects that cost more than §500,000 and are fipded
{in whole or in pare) by the govermrent of such foredgn comtry or by
ar entity controlled directly or indirestly by such foreigm comtry.

(2) In raking dezanwinacions under paragraph (1), the United Staves
Trale Rzpratentative shall t=Xe inte sciount indammeticn obtalnad jn
Preraviny the raport sunritzed ynder section 18i(b) of the Trade Act of 137
ans stk sther afcrmatdieon or evidence conediming discrinminatios in construt
pritects agalinst United States produsts and services that are availsble,
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(¢){2) The United States Trage Representative shall maintaln g 1isT”
of each ferelgn country which--

(A) denies fair and ﬁui:able matket opportunities for producsts
ard services of the Undited States In precurement, o3

(B) denies fair and equitable market oppertupities for producks
and services of the United States in bidding,

for construction projects that cost more than $300,000 and sre funded
(in whole or In partg by the govenment of such foreifn country or ty .
entity controlled directly or indirectly by such foraign

(2) Such 1ist shall include--

county,

(A) each foreigr ccumtry with respect to which mn sffirmative
Qeterminstion is made under subsection {b); and :

(B) ths country of Japan and any other country which has
expressed a policy of danying fair and equitsble market opportinity
for products and services of the United States in procurement o
bidding for projects described in paragrath (1) of this sutsection

(3) Ay foreign country that §s initially listed or that {s adied
the 1ist maintained under paragraph (1) shall recain on the 1lst wmtil-

(A} such country removes the barriers in canstruction prolect:
to United States products and services;

(3) such country subnits to the President or ths United Stazss
Tral: Representative evidence damonsireting that such barriers have
been removed; and

(C) the Uniiad States Trads Renresentstive condusts an investipsziod
to verify independently that suczh berrliers kave Yeen rescved wnd
s.brits, at lsast 30 days before granting any such waiver, o regssrt
t¢ each House of the Congress identifying the barviers and descriding
the aciicns takan to remove them. - ’

{4) The United States Trade Renresantative shsll pudblish in the
F=deral Repiscar the entire 1ist required wmder pavTagraph (1) an? shall
pablish in the Federal Register any modificaticns 1o such list that are
rade after publication of the original 1ist.

{¢) For purposes of this section--

rTiory ¢r possasoimns

(1) esch foraipn instnnentality, end pach tary!
taly for customs Pufpesay

¢ a forzizn country that 48 sdrinistarad sepama
shail be treatad as a sepsrzte forzigm sominy;
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(2) wny contractor ar subzantractor that s a citlien or pationsl
of a foreign country, or is ccntrelled divectly or indirectly by
citizens or natiorals of a foreign country, shall be considered to be
& centractor or subtcontractor of such fore!zn sty

3} subject to paragraph (Q, any produst that is produced or
ranufactured (in whole or in substantial part) in 2 forelgn country
shall be considersd to be 8 praduct of such foreign country;

(4) the restrictions of subsection (8)(1) shall not prohdbit
the use, in the construction, alteration, or repsir of a public
bailding ¢r public work, of vehicles or construction equipment
of 8 foreign country; and :

(5) the terms "contractor’' and "subcontractor” include any
person perfooming any architectural, engineering, or other
services directly relsted to the preparation for or perforrance
of the construction, alterstion, or repair,

() Paragrsph (8){1) of this section shall nct apply to coatracts

entered into prior to the date of enactment of Yhis p e e——

(£} The provisicns of‘ this saction are il sdditien to, and do not .

1init or supsrseds, any other vestricticns ccntuined in any other Federal



