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Good morning. As always, I am glad to be in Boston again, 

even in the winter. My love for this city, and the degree to 

which I miss it during my exile in Washington, make me a sucker 

for a speaking invitation that brings me back. But the real 

clincher was the opportunity to speak to an important group like 

this one to clear up some of the mystery which has developed 

around NAFTA and the Uruguay Round of negotiations on the GATT. 

The strident political rhetoric, the defensive union bombast 

and the sometimes misleading reportage in the media have tended 

to obscure the realities of these two very important 1993 events. 

Between them they will have an extraordinary impact on trade 

between the United States and the rest of the world and 

particularly the United States, Canada and Mexico. But, what is 

most important for the purposes of our discussion today, the 

effects of these two agreements can be very positive for the New 

England economy in the years to come. Because of its combination 

of goods and services exports, New England could benefit 

disproportionately from several key aspects of both the North 
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American Free Trade Agreement and the Uruguay Round of the 

General Agreement on Tariffs and Trade. 

As background for that statement and for the particulars 

which I will get into later, it is important to recognize the 

openness of New England to the world economy. In fact, in many 

respects, New England is more open to the world economy than the 

rest of the United States. 

• First, New England manufacturing jobs are more 

dedicated to exports than manufacturing employment in other 

regions. To be more precise, 8 percent of manufacturing jobs in 

this region are directly or indirectly tied to exports as 

compared to 6 percent for the country as a whole. 

• Second, there is a greater percentage of jobs in traded 

services such as finance, insurance and professional services in 

New England than in the United States as a whole. 

• Third, companies based in this region have a higher 

percentage of international investment as measured by the 

investment per person employed than any other region except the 

Mid-Atlantic states which are heavily weighted by new York and 

New Jersey. 

That is the good news. The bad news is that New England's 

export growth performance over the last several years has lagged 

the rest of the nation in spite of the fact that New England 

produces products that are in high demand in world markets 

generally. The examples are obvious. They include computers and 

related data processing equipment, aircraft engines, air frames 

and parts, telecommunications equipment and components, and 

precision instruments. 
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The problem lies in the fact that the markets for these 

products are primarily in the developed countries which have been 

the principal trading partners historically and which have been 

recently plagued by recession, reduces rates of economic growth 

and consequently reduced demand for the products New England 

offers. One only has to recall recent economic news from 

Germany, Japan, France, the United Kingdom and Canada to 

understand the origin of the problem. Canada and Europe alone 

count for 63 percent of New England exports as compared to only 

43 percent of exports for the nation as a whole for the year 

1992. 

By contrast, in 1992 this region's exports to Mexico and 

Developing Asia are significantly lower than the rest of the 

United States. Only 3 percent of New England exports went to 

Mexico versus 9 percent for the U.S. as a whole. And 13 percent 

of New England exports went to Developing Asia versus 16 percent 

of U.S. exports overall. 

That is why NAFTA and the Uruguay Round are potentially very 

important to this region. They will help to open markets which 

could be fertile ground for the products produced here. 

Tariff reductions are prominent features of both agreements 

and especially for products important to New England. The 

Uruguay Round calls for tariff reductions of 3 3 percent or more 

on electronics, scientific and medical equipment, chemicals, and 

pharmaceuticals. 

NAFTA contemplates phasing down tariffs to zero over a 15-

year period, but for some of the important New England products 

already mentioned, tariff barriers in Mexico will be phased in 
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more quickly over five years or less. These larger reductions in 

Mexican tariffs as compared to the broader geographic reductions 

in the Uruguay Round will create a greater incentive for New 

England to develop the Mexican market for its products while 

still offering expanded opportunities elsewhere. 

Some regional industries in the U.S. will have existing 

protection phased out, but over a period of 15 years — arguably 

enough time to allow for an orderly transition. The principal 

products affected by that reduced protection are ceramics, some 

glassware products, textiles and apparel. 

It is also important to note that tariff reductions under 

the Uruguay Round are not all limited to 3 3 percent. Indeed some 

New England products are included in the bilateral sub-agreements 

which provide mutual reductions in tariffs to zero. Most 

notably, these include scientific and medical equipment among 

others. In addition, mutual reductions of 50 percent or more 

cover categories important to New England such as electronics and 

chemicals. 

Both NAFTA and the Uruguay Round include relaxation of some 

of the less tangible but very real trade barriers which have 

existed historically and proliferated bureaucratically over the 

years. These include licensing, other paperwork and arbitrarily 

protective quality standards. These are virtually eliminated 

under NAFTA and significantly reduced or limited under the 

Uruguay Round. These provisions are particularly important to 

smaller firms which are the backbone of New England industry. 

National treatment is a fundamental principle in both NAFTA 

and the Uruguay Round. This means that foreign-owned firms 
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operating in a given country are able to operate under the same 

rules and regulations as domestic firms. Since New England firms 

invest relatively more abroad than those of other regions in the 

U.S., this will afford them a competitive improvement abroad for 

the manufacture and distribution of their products. This is a 

particular opportunity for high tech firms which already enjoy 

multi-national production and will help in those markets and for 

those products which need sales, service and technical advice 

facilities convenient to distribution points. One particular 

effect of these investment changes will be to shift the 

importance of maquiladora assembly operations to production for 

Mexican markets rather than re-export to the U.S. 

The financial service sector is particularly important to 

the New England economy and the NAFTA agreement clearly serves 

this sector better than the Uruguay Round. Protection for the 

Mexican financial services providers is phased out over about 

five years. As this happens, financial firms in New England will 

be able to help high tech firms develop the Mexican market which 

should have high potential for those products. 

On the other hand, financial services did not fare as well 

in the Uruguay Round. While the financial sector enjoys good 

access to markets among the developed countries, there is still 

great fear in many developing countries that foreign banks and 

financial firms would swamp their less sophisticated competitors 

if they were allowed free access and national treatment. 

Negotiations continue with many of these countries and there is a 

two-year window during which some future progress may be 

realized. 
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Congress and the Administration have been openly frustrated 

by the obduracy of some of these countries, particularly in 

Developing Asia. Even Japan, where progress toward open access 

has been dramatic — especially for banks — there remain many 

barriers to securities firms and insurance companies. 

To deal with this frustration the Administration now 

supports a bill known as Fair Trade in Financial Services. Under 

this bill, if the Secretary of the Treasury determines that 

access and national treatment are not provided by a given 

country, then future free access and national treatment may be 

denied financial firms of that country. The Federal Reserve has 

opposed this legislation solely on the grounds that in imposing 

sanctions it violates long-established U.S. policy of open access 

and national treatment. The Treasury believes adoption of the 

proposed bill will give it negotiating leverage in the remaining 

24 months to finish the Uruguay Round. I think the bill is 

likely to pass. If it does, I hope sanctions never have to be 

imposed but that it does have the desired effect in persuading 

other countries to open up. 

Another important feature of both NAFTA and the Uruguay 

Round is the opening of government procurement to competitive 

bidding. That could have a very positive benefit for New England 

export of telecommunications, computers and aircraft components, 

especially to developing countries where those categories are 

frequently subject to government procurement. 

The Organization for Economic Cooperation and Development 

estimates that the Uruguay Round will raise global income about 

$270 billion per year between 1995 and 2005. U.S. income will 
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increase about 15 percent over that period and create about two 

million jobs. NAFTA's effect on the U.S. economy will be to 

increase exports by up to $3 5 billion per year and add from 

50,000 to 130,000 new jobs. 

In sum, NAFTA and the Uruguay Round should have a very 

positive effect on the New England economy with major new 

opportunities for New England products in Mexico and reduced 

tariffs elsewhere assuring a more competitive position in world 

markets. 
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