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PRESIDENT'S UNITED STATES-MEXICO
FREE TRADE LETTER

TUESDAY, MAY 7, 1991

£ U.S. SENATE,
COMMITTEE ON FINANCE,
L, Washington, DC.
- The hearing was convened, pursuant to notice, at 2:00 p.m,, in
». room SD-215, Dirksen Senate ce Building, Hon. Lloyd Bentsen
& (chairman of the committee) presiding.
. _ Also present: Senators Moynihan, Baucus, Bradley, Riegle,

Daschle, Packwood, Roth, Danforth, Chafee, Durenberger, Symms,
and Grzssley.

[The press release announcing the hearing follows:}

[Prees Release No. H-18, May 3, 1991]

SENATOR BRNTSEN CALLs HEARING ON PRESIDENT'S U.S.-MEX1CO LETTER; COMMITTEE
NEezps T0 LEARN DETAILS OF RESPONSE, CHAIRMAN SAYS

WasHINGTON, DC—Senator Lloyd Bentsen, Chairman of the Senate Finance Com-
mittee, Friday announced a hearing on President Bush’s response to issues concern-
mg'ltlhe proposed free trade agreement with Mexico.

e h will be at 2 p.m. Tuesday, May 7, 1991 in Room SD-215 of the Dirk-
 sen Senate Office Building.
-» _ Bentsen (D., Texas) and Congressman Dan Rostenkowski (D., Il1.), Chairman of the
- House Ways & Means Committee wrote to Bush on March 7, 1991, asking for an
. action plan to address a number of concerns that they said should be addressed
. - before Congress considers the extension of trade negotiating authority under fast-
*.- track legislative procedures. The concerns include such areas as worker adjustment,
7. environmental standards, health and safety standards and worker rights. The Presi-
;" dent responded on May 1.
: “It's imperative that members of the Finance Committee have a chance to ques-
. tion witnesses from the Administration about the details of the President’s response
g wt:e consgger the request for an extension of the fast-track negotiating authority,”
.. Bentsen said. v

.. OPENING STATEMENT OF HON. LLOYD BENTSEN, A U.S. SENATOR
. FROM TEXAS, CHAIRMAN, SENATE FINANCE COMMITTEE

~ = The CHAIRMAN. If t{ou would please find seats and cease conver-
. sation, we will get the hearing under way. We are scheduled to
: have a vote fairly early, so we will move as far as we can and then
recess temporani‘ y to take care of the voting. :
* When the President sent up his request for a 2-year extension of
the fast track, I pledged that we would take a close look at all as-
.. pects of any proposed agreement, and we have done that. We held
; two hearings back in February on the proposed negotiations with
- Mexico and Canada. We devoted one hearing to the general ques-
tion of & fast-track extension. We had 2 days of hearings on
- $)) ’

it

e

e

P

e




2

progress in the U ay Round, and at the end of April, we re-
viewed the President’s Enterprise for the Americas Initiative.

In short, we examined all aspects of the negotiations that are
-covered in the President’s request. But now we have entered into

- the home stretch, and there are still some loose ends that need to

be tied up, and that is why I have called this hearing.

A number of members of this committee have come to me indi-
vidually to talk about their concerns in various aspects of any
treaty that might be brought about. They have talked to me about
health and safety standards; about environmental concerns, and I
understand that, and I share that. I look at a situation where we
are seeing 25 million gallons a day of raw sewage going into the
Rio Grande. Go up to Juarez and see an open ditch coming along
the U.S. border with raw sewage, and all the problems of hepatitis.

But I also see a President of Mexico who closes down a big refin-.

er{ in Mexico City, and discharges 4,500 employees because of the
pollution problems, and makes the environmental concerns a major
priority for his country.

And then, I think, suppose we just turn our backs on this
ment and not try to negotiate. How do we resolve these environ-
mental concerns then? We ought to be negotiating these, and par-
ticularly with the President of Mexico, who is concerned about the
environment, and see what we can do to resolve some of those
kinds of concerns.

I have the same concern, and I share the same concerns with
those people who talked to me about the possibility of job exodus
from the United States. If I believed that was going to happen, I
would be against any negotiations, and I would certainly be against
any treaty. But I do not think that has to be the result at all, and
the studies we have had thus far have shown a net increase in jobs
on both sides. And that is what I think can happen. If people want

" to go to Mexico and move their plants down there, they can do that

now. You have over half of the gf:ducts coming in from Mexico
without any duty. If you look at things like automobiles, it is a 2.5-
ggrcent duty, and 3 percent on parts; an average duty of 4 percent.

that is not a serious impediment to moving plants to Mexico
now.

But I believe when we see trade with Mexico more than double

in the last 4 years, and the great creation «f jobs on this side be-
cause of that, that we ought to be encouraging it.

We see a President who has a 6-year term. I suppose about half
of that has expired. Much of the things that he has done have been
by regulation. l.et us see if we cannot work it into a treaty agree-
ment and lock some of those things in.

But because of the concerns on the possibility of job loss, because
of the concerns on workers’ rights, because of the concerns on the
environment, Chairman Rostenkowski and I together wrote a letter
to the President asking him how these would be worked on; what
would be the objectives; how much of this could be done by the
time that a treaty was presented back to the U.S. Senate and to
the House of Representatives. And I met with the President not
once, but several times, in discussing these concerns and how they
had tv be addressed. And the President has written us a letter in
regard to that. And I believe he has gone a long way in making
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concessions to see that we have adequate funds for job training,

- and for job placement, because there will be winners and losers in

- this process, and we know that. He has gone a long way in address-

%" ing the environlenta’ concerns and progress that has to be made

as they are negotiating on the agreement overall.
Let us think for a moment what the result might be if we did not
have fast track. On June 10, 1990, President Bush and President

*. Salinas-announced their decision to begin free trade negotiations.
- If the fast track had not existed, it is quite likely the negotiations

would be completed today. And we would be debating whether to
apprové an agreement, rather than debating whether to approve
the negotiations.

That agreement would probably have had nothing to say about
workers’ rights, or the environment, or health and safety stand-
ards. Instead, we now have this response from the President. The
concerns of the Congress have been heard, and we can move for-
ward in a constructive fashion.

Fast track is going to be a tough sell to the Congress, but the
action plan should give some comfort to those Senators who have
expressed concern about the nemntiations with Mexico.

called this hearing to give members of the Finance Committee
the opportunity to question the key administration players about
the details of the action plan, and I am glad that Ambassador
Hills, Secretary Martin, and Administrator Reilly are able to join

us today. I now defer to my colleague, Senator Baucus, for any
. comment he might have.

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

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

Senator Baucus. Thank you very much, Mr. Chairman. Mr.
Chairman, I congratulate you for not only this hearing, but for all
the other hearings that you have held on this very important sub-
ject. I also congratulate the President and Ambassador Hills, Mr.

illy, and Secretary Martin. ‘

I know particularly Ambassador Hills has worked very, very
hard and very diligently meetiz‘xghwith members of Congress.

In fact, at a meeting at the White House this morning, on Sena-
tor said it was the first time in his experience as a member of the
United States Senate he has heard Senators complain because he is
visited too often by members of the administration on this issue;
that it is too much access to the administration. So they have
worked very, very hard to try to meet the concerns and the ques-

. tions the Senators have.

Mr. Chairman, I also api)la\ud the administration for responding
to your letter, and to the letter that Chairman Rostenkowski has
sent, as well as the letter that Majority Leader Richard Gephardt
sent to the President raising certain concerns. I' think the action

lan that the administration has come up with goes a long way. It

oes not go as far as I think it should go. There are many opportu-
nities between now and the time when a final ment may be

sent to the Congress where we can try to get additional commit-
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ments to wage/weight differential, to environmental concerns into
that agreement, but at least the action plan is a good first start. It
shows good faith on the part of the tion to deal with the
concerns that many Senators have about a potential agreement
with Mexico.

Mr. Chairman, I am particularly impressed with the assurance
that the administration will place a representative, or two—I do
not know the number—on the acting committee. That is, there will
be environmental representatives on the private advisory group to
advise the administration on negotiations with Mexico.

That will, for the first time, bring environmental considerations
into the decisionmaking process as administrations works with the
private sector. Certainly, we in the Congress are vitally concerned
about environmental considerations. It now is helpful to have envi-
ronmgiltal representatives also in the administration’s advisory
council.

I must say, Mr. Chairman, just to repeat, while I am impressed, I
still think that we have further to go. I would like to see enforce-
ment of environmental actions in Mexico as enforcement provisions

. somehow either in, or directly related to the free trade agreement.

The administration has not yet given that commitment. It is a com-
mitment that I will be looking for.

I do believe that we, as Americans, should take advantage of the
opportunity we now have in negotiations with Mexico to try to find
some innovative way for some enforcement mechanisms to help
achieve greater environmental protection that do not now exist in
current law.

I will be hoping and pushing administration to conclude those
rovisions in some workable way. We are plowing new ground
ere. It is a new area, but it is a new area that must be pursued.

And so I look forward to working with administration as we try to
get those provisions included. I thank the Chairman.

The CHAIRMAN. Thank you. I want to state again I know that we

" have a vote scheduled in not too long a time, so I would hope that

we would keep our statements pretty concise.
Senator Grassley.

‘OPENING STATEMENT OF HON. CHARLES E. GRASSLEY, A U.S.
SENATOR FROM IOWA

Senator GrassiLey. Mr. Chairman, I think we have to look at
some basic realities here. I think we all forget too often that the
United States can compete with any nation in the world, given the
opportunity to do so on a level playing field. We can even, in some
instances, compete effectively when the playing field is not so level.

In the case of Mexico, particularly, we can either help create op-
rox;tunities for both of our co,mtries, or we can start drafting legis-

ation that will deal with thelincreasing migration of Mexican citi-
zens coming north looking for opportunities.

Several Members of Congress have expressed a number of con-
cerns about the proposed extension of fast track authority. I too
have raised some concerns over the course of the hearings held in
this committee. I think we should continue to pursue our individ-

" ual concerns, but we should also remember that what we have
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largest
, in Jowa and in other places throughout coun-

- try, the old adage about the time approaching when we have to

fish or cut bait is here. I think the time has come for us to get off
the dock and cast our lot for a better, more prosperous America for
all of our citizens and the peoples of other countries. .

To understand the significance of this opportunity, all we have to

" do is look at what Japan is already doing in Mexico. In 1990, the
" Fortune 500 list of the world's largest corporations included 111

JMapa_neee firms; 33 of these corporations are now doing business in
exico. ‘

Since 1982, Japan has invested more money in the Americas
than in any other area of the world. From 1982 to 1988, Japanese
investment in the Western Hemisphere totaled $75 billion, whereas
Japanese investment in Asia—which is Japan’s traditional sphere
of influence—totaled only $26 billion. Mexico has been the highest
recipient of Japanese investment in all of Latin America.

e point, Mr. Chairman, is that the arguments of lost jobs and
environmental concerns, while not to be taken lightly—and I do
not suggest that my colleagues should take them lightly—are
issues that I believe this administration can work out. Of more con-
cern to me is the fact that by the end of 1990 there were 179 Japa-
nese plants in Mexico; 56 percent in the electronics industry, and
24 percent in the auto industry. If Mexico is such a bad deal, why
has Japan decided to invest in their economy? And who, in this
government, will be able to complain about emissions from Japa-
nese plants or about jobs lost in this country from either those
plants or lost markets? And, lastly, are we going to allow the Japa-
nese to use Mexico as an export platform into the United States?

In conclusion, I would like to lift a paragraph written by Sidney
Weintraub on this issue, wherein he states, “The stage is set for a
showdown that will determine the tenor of U.S. relations with
Mexico and, more importantly, America’s national strategy for

com‘sgtin%in world markets.

“Will the United States choose the path appropriate for capac-
ities and talents of an advanced economy, conipeting on the basis of
the value added by skilled workers using state-of-the-art technol-
ogies to develop innovative products and services for customers
around the world, or will we instead use our resources to insulate
companies that pit U.S. workers against the low-wage laborers of
developing nations?”’

I hope we will give the President the authority he needs to devel-
op a free trade agreement with Mexico, and as a result, create jobs
and lift standards of living for both countries. Thank you, Mr.
Chairman.

The CHAIRMAN. Senator Riegle.

OPENING STATEMENT OF HON. DONALD W. RIEGLE, JR,, A US.
SENATOR FROM MICHIGAN

Senator RiegLE. Thank you, Mr. Chairman. This is an issue

about which I have very strong feelings and very gﬁaye reservg:i
airman, an
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to our witness today. I would ask that at the end of my statement ;.
there be included in the record a story that some of you ma&have
B seen from U.S.News & World Report last week. It is a six-page *
o atogll}in a leading business journal.

L3, mi

e article mentioned above appears in the appendix.]

nator RigGLE. The headline is ‘“Poisoning the Border,” and
then the sub-headline says, “Many American-owned factories in
Mexico are fouling the environment and their workers are not
prospering,” which in some respects is the meve important part of
the article, although both parts are very imporiant. '

I think this proposal carries very special and very serious dan-
gers for our economy and for our society. I think, in effect, if we v
move ahead with an agreement in this area—and I will address the  :!
action plan in a minute—I think it constitutes an industrialization s

lan for Mexico to be accomplished by a de-industrialization plan

ere in the United States. And I think that is the worst possible
stra for us. The cold fact of the matter is that this will cost us
good jobs. We may add some low-income jobs and some jobs down
at the bottom of the wage scale, but if you look at manufacturi
wages with a manufacturing worker in Mexico earning about
cents an hour, and an American worker for comparable work earn-
ing about $10.50 an hour, if we go to a free trade agreement, it is
going to tilt the table in such a way that I think tens of thousands
of our best manufacturing based jobs, middle class jobs, are going
to leave this country and go south of the border.

And that is precisely why so many business firms are endorsing
this package. It is not because they see Mexico as a significant
market in which we can sell vast quantities of American goods.

The income just does not exist in Mexico for that to hall:pen. The
gtl:iltl;for Mexico is roughly 4 percent of the GNP of the United

You can take product class after product class, the notion that
we are goinﬁsto sell any significant number of refrigerators, or
cars, or trucks, or anything south of the border anytime soon just
is not in the cards.

But with respect to the action plan, 1 want to be very direct
about it, because I have gone through it. And it is not specific, and
I do not think it is much of action plan. And I frankly resent the
fact that there is so little in it that is specific. And let me just give
you one example where I would like to hear some clarification
today, and beyond today. Studies have found that roductivity in
American-owned and Japanese-owned plants in Mexico is_some- .
where between 80 and 90 percent of the productivity in the Un.icd =
States and in Japan, but the wages in Mexico are less than 10 per- - -
cent of those in either here, or Japan. And, in fact, wages ae no

her in these plants than in the rest of the Mexican economy.

Now, the reason it appears that this is so is that the major
unions down there are controlled by the ruling party, and the
workers just do not have effective rights to bargain for their share i
of rising prosperity, and that is part of what this US.News & 5
World Report story says. B

The independent union movement down there has been re-
gressed. Now, a very real question is what are the specific steps?

pecific steps in an action plan that is going to ensure enforcement
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ndent unions, and the lack of an independent judiciary, and the E
\ ?:ét that the union movement down there is essentially part and
) gha::el of the government. I do not think we have an answer to Y
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.In addition, we have got an administration here that has fought
tooth and nail against trade adjustment assistance, worker retrain-
ing assistance. Now, all of a sudden, we are told that they are for it
.. in this case for people who lose their jobs here as a result of this i

. agreement that is coming down the track. We have got a situation 3
" right now in a sewing plant in Utica, MI; 209 people are about to .
. lose their jobs because the jobs are going to Suarez, Mexico. The
question is, where is the money to do the retraining? The State of
Michigan certainly does not have it. I do not see the Bush Adminis-
tration coming up with the money today for this kind of activity.
Plus, retrain for what? There was a Pizza Hut that opened up
the other day up in Massachusetts. They advertised 11 jobs, and
1,100 people showed up. Now, we can lose $10.50 an hour jobs, and
maybe we will gain some $4 or $5 an hour jobs after a period of
gears go by in terms of the adjustment process, but that does not
uild a strong America. :
And frankly, the lack of specific items in this plan leaves me
very uneasy. And so, the resolution that I have drafted, Mr. Chair-
man, S. Res. 109, is designed because of the nature of this being a
bilateral proposed agreement—as opposed to the Uruguay Round,
which is a large number of countries—to give us the opportunit;
on the Senate floor to open this proposed agreement up to amend-
ment in five specific areas, so that if the agreement comes back in
a form that is unworkable or goirg to be damaging or hurtful to
this country, we have an opportunity to offer amendments on the
floor. And frankly, if it cannot face the test of open amendments in
five discrete areas—environmental standards, labor standards, rule .
-of origin, adjustment assistance and dispute resolufion—then I
think that is another way of saying that it is not an agreement
that really meets the interests of this country.
" I must say that I am frustrated because we have got a Federal
Reserve nominee today up before the Senate Banking Committee

. for an afternoon hearing, and they tell us it is quite urgent that

. that nominee undergo the nomination process. And so, I will have
to go back and forth between this committee and that one..But I
want to file these reservations, and I thank the Chairman.

The CHAIRMAN. They will be filed in their entirety.
Senator Symms.
Senator Symms. I have no statement at this time, Mr. Chairman.

s I look forward to hearing from the witnesses, and welcome them

_ here today.
E The CHAIRMAN. Senator Packwood.

OPENING STATEMENT OF HON. BOB PACKWOOD, A U.S. SENATOR
FROM OREGON

Senator Packwoop. Mr. Chairman, you and Chairman Rosten-
kowski did the country a service by sending a letter to the Presi-
dent asking for an explanation of the various issues involving
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- labor, environment, and the othea:nd I think the President gave

a good answer to it. And I think it is a satisfactory answer.
And I think before we ever have to vote on any free trade

ment with Mexico, or on the Uruguay Round, we are going to have
these £lestions answered in full, or the agreement simply will not
g::s. , I think we have crossed the threshold, and I congratulate

h you and Chairman Rostenkowski, and the administration on
hi%llx\hghting this issue which needed to be hi%hlighted.

e CHAIRMAN. Thank you. Senator Moynihan.

OPENING STATEMENT OF HON. DANIEL PATRICK MOYNIHAN, A
U.S. SENATOR FROM NEW YORK

Senator MoYNIHAN. Mr. Chairman, in just exactly that spirit, 1
would like to thank you and your counterpart in the House for
that original letter, and thank the President and Ambassador Hills
for their response. But also, to note Mr. Packwood’s statement, that
we really want these questions answered, or the measure will not

pass.

And to refer to one of the concerns of Senator Riegle, and to cite
Ambassador Hills, that for what is a very long while now, at every
one of these occasions that I have attended, I have asked about dis-
pute settlement.

And I do not have to prove my bona fides here. I helped negoti-
ate the agreements that led to the Kennedy Round of 1962. I have
been in this almost 30 years, and have been absolutely loyal to the
Reciprocal Trade Agreements program that President evelt
began, which the GATT incorporated after the Second World War.

I have asked again and again how do you have a free trade
agreement with a government that does not have a free judiciary?
It is not a complex or marginal question. I mean, one has great ad-
miration for some of the people in the Mexican Government. For
their new leadership. You have great understanding of their past.
You admire the regime that they managed to put in place in the
twenties. But it is a one party state. It is not a free country. Free-
dom House so stipulates. Now, how are you going to have a dispute
settlement when you have a judiciary which is controlled from its
administrative center?

It is not a hostile question. I had hoped to have answers. I have
had no indication that the question has ever been heard. I see Am-
bassador Hills taking notes, and I know it has been heard, I have

feared that I have not been getting an answer because, perhaps,

there was none. And I will leave it there, Mr. Chairman.
The CHarMAN. Thank you, Senator Moynihan. Ambassador
Hills, would you proceed? Thank you.

STATEMENT OF HON. CARLA A. HILLS, U.S. TRADE
REPRESENTATIVE

Ambassador HiLrs. Thank you, Mr. Chairman, and members of
the committee. It is a pleasure to appear before you to talk about
the fast track procedures, the North American Free Trade Agree-
ment. And I have sent a written testimony to this committee, and
with your permission, I would just summarize a few points.

The CHAIRMAN. It will be accepted in its entirety.

25 *fwg‘
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. ['l"ihl: frepared statement of Ambassador Hills appears in the ap-
A‘»,:“ n 3 . ;ztr
’3 pél\mbaasador Hiuis. For over half a century, the United States S
¢ has followed a bipartisan trade. policy designed to open markets, i
¢ and to expand our trade opportunities. And that partnership has i

 extended to this North American Free Trade Agreement.
. We sought your guidance, and that of other interested parties, as
we examined the issues presented. And I, too, join your colleagues,
Mr. Chairman, to comnplement you for your thoughtful letter sent
* to the President in March, and I want to respond to the economic
' “issues that you raised. And I am privileged to have with me Secre-
. tary Martin to address the labor issues, and Administrator Reill
. to address the environmental issues to follow up last Wednesday’)s'
response that was sent by the President. And I would only com-
“ ment that the President, too, indicated his personal commitment to
ge clos; bipartisan cooperation throughout the negotiations and
yond.

On the economic side, we think there are considerable benefits.
As you have already noted, a North American Free Trade Agree-
ment would create the largest, richest market in the world, with
360 million consumers and producers, and an output of $6 trillion.

All of our economic studies show that the United States would
gain; gain in terms of output; gain in terms of exports; gain in
terms of jobs. And history with Mexico confirms that we would
have those gains, since Mexico joined the GATT in 1986 when its
tariffs were roughly 100 percent, and since then has dropped them
down today to a high of 20 percent. . '

We have seen our exports grow from $12 billion to $28 billion.
And for every billion dollar’s worth of exports, we gained 2,200 new

jobs. We know that we can do better. Mexico’s trade restrictions

today are still 2.5 times ours, and we believe that if we can bring

down those restrictions, we will gain exports, and, in so doing, gain

. jobs. Mexico is our fastest growing export opportunity. Even today,

- with their poverty, per capita, Mexicans are importing from us

* $360 a person, which is more than 10 percent over what the far

more uent European community imports from us per capita.

And, in addition, the United States benefits from Mexico’s growth,

because for every dollar that Mexico spends on imports, 70 cents
are spent in this country.

We believe that the resulting integration of the three economies
of our first largest trading partner, and our third largest trading
partner will, without a doubt, increase and strengthen America’s
ability to compete with Japan and with the European community.

.My colleagues here at the table will respond more fully to the
points that are made in the President’s response to your letter, Mr.
Chairman. Let me just mention three. We will have transitions

. that will enable our economy to adjust to any changes brought
* : about by the North American Free Trade Agreement, and by that,
let me refer to three. ‘ ’
- We will have long periods of phase-in. £~;ondly, we will have
.. safeguards during the transition period that will enable us to re-
% spond to an increase in imports, should they occur. And thirdly, we
-, will have a strong rule of origin that will prevent Mexico from be-
-+ coming simply a staging area to the United States. In short, there
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must be real North American , we will not reduce
y measure environmental, or health and ;
tzﬁawﬂlm.m“wﬂl at the border trade that
falls short of our stringent en tal and health standards.
rdly, we will t environmentalists to our policy advi-
sory ttee, not only to Apton, but some of the s com-

mittees, such as our Intergovernmental Committee, our Services
A(.lwry Committee, and our Agricultural Policy Advisory Com-
mittee.

And I agree with Senator Baucus, I think that we will benefit
from that input, but to secure the benefits that will come to us
from more closely linking the economies of Canada and Mexico
with our own, we truly need fast track authority. And let me just
say three things here. Fast track will not dictate the pace of the
negotiations; they will not be rushed. But we will continue to con-
sult with Congress in a very meaningful way.

Secondly, we are not asking Congress to approve any agreement.
We have not had 1 day of negotiation. That is why I cannot tell
Senator Moynihan what the dispute settlement resolution might
look like in the North American Free Trade Agreement. We have
some models, but we have not had 1 day of negotiation. And so, the
page is empty.

We will want to consult with Senator Moynihan with respect to
what sort of a dispute settlement makes sense in the context of a
trilateral agreement in the North American region. And we are
certainly going to continue our efforts at consultation. We want to
work closely with the Congress in a bipartisan and constructive
fashion. And I thanl’cﬂ\;ou for this opportunity to appear before you.

The CHAIRMAN. ank you. Secretary Martin, we are very
pleased to havegyou. If you would proceed, please.

STATEMENT OF HON. LYNN MARTIN, SECRETARY OF LABOR

Secretary MARTIN. Thank you, Mr. Chairman. It is a pleasure for
me to be with you here today to speak in favor of the North Ameri-
can Free Trade Agreement. I am especially spelgased to be here so
soon after signing with my colleague, the retary of Labor of
£{Iexico, an important memorandum of understanding and coopera-

ion.

Under that agreement and the associated work plan, I am confi-
dent that the Department of Labor will be able to address the con-

cerns of many in Congress, and elsewhere, about Mexican labor '

standards before the conclusion of negotiations.

During the past week, I have been visiting former colleagues in
the Congress on, what I believe, are the true merits of the proposed
trade agreement. In my opinion, successful conclusion of such an
agreement will expand North American markets for United States
goods and services; contribute to the growth and prosperity of the
entire continent; and increase the general competitiveness of the
United States, providing ultimately new opportunities and new jobs
for the American worker. But as ailil'ormer member of Congress, I
can say that most of the concerns and questions I heard from last
week were not surprising. They are concerns about local job loss,
lower standards and wages for American workers as a result of an

T
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agreement with Mexico. Those are rational and legitimate con-
cerns, but I firmly believe we can work together to address and to
make sure that those concerns-are answered. '

Just last Wednesday, President Bush forwarded his plan for ad-
dressing many of these issues to the Congress. In his action plan,
the President made clear his intention to ease the transition for
import-sensitive industries. In\these sectors of tariff and non-tariff
barriers, the reductions will be phased in over a long haul.

As Secretary of Labor, having worked with Ambassador Hills,

ou are all absolutely right. She has brought your concerns, she

nows your concerns, and part of the negotiations must be that
your concerns are our concerns. The President and I are both com-
mitted to working with the Congress to be sure there will be-ade-
quate assistance for effective retraining of any dislocated American
worker. That may be done through an existing program, such as
the EDWAA Program, or through the creation of a new program.

The President is determined to assure the timely availability of
comprehensive services to United States workers who might con-
ceivably be displaced over a period of time as a result of such a
trade agreement.

Last week, when I signed the unprecedented memorandum for
cooperation with my counterpart in Mexico, we also talked in that
memorandum about enforcement of labor standards in Mexico. As
the ;gfram under the agreement progresses, we will be exchang-
_ing th and safety, statistical, and wage hour expertise with the
gooa(ll of improving conditions for workers on both sides of the

rder.

In addition, the Department of Labor has made sure that we are
Bart of the negotiating process. My deputy, Deputy Secretary Rod

arment, traveled to the United States-Mexico border last week at
my request to have a first-hand look at the economic conditions on
both sides of the border.

He visited then a number of plants in the Brownsville/ Meta-
moros, and El Paso-Ciudad Juarez area. He came back with a very
different impression about working conditions inn the Maquila-
doras than one would expect from the misinformation that is being
circulated about Mexico and the FTA.

In the final analysis, of course, only individual members of Con-
gress can decide whether their concerns have been adequately ad-
dressed in the plans submitted by the President, and by the pro-
ﬁ:‘getg of cooperation with Mexican labor officials that I have out-

But I want you to know this: I intend to work hard to insure that
w:efrovide whatever additional information or assurances you
need to make that decision, and I hope it will support the Presi-
dent’s request. I will do whatever possible to assure full consulta-
tion with the Congress in addressing your concerns.

This is only the beginning of a long process. Promoting the inter-
ests of American workers will continue to be my highest priority as
Ambassador Hills leads this team in negotiating such an agree-
ment with Mexico and Canada. I look forward to working with you
during that process. :

I firmly believe that a properly negotiated agreement is in the
best interests of the American economy, and of American workers.
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And if, for a moment, we can take concerns about local effects—
which I know each of you have to—I think there is strong biparti-
san support to do all we can to insure American trading strength
in an increasingly tough trading environment.

None of us can ignore the growing strength, productivity, and
overall competitiveness of the European community and the coun-
tries of the Pacific Basin. Only by enhancing our own productivity
and the productivity of our work force will the United States be
able to keep up.

In my view, a balanced trade agreement with our North Ameri-
can neighbors will make a contribution to that goal. It is a win-win
proposition. We stand to improve U.S. trade opportunities both
within our continent, and with the rest of the world as a result of
.the agreement. To reject fast track, and then perhaps a free trade
agreement as well, would endorse the status quo. It is an explicit
loss for American workers, and for the economy.

Therefore, I pledge again a desire to work with you to make sure
that American workers are fully protected, and to make sure we
open the doors of opportunity, rather than retain a status quo with
the advantages on Mexico’s side, and the United States bearing too
many of the disadvantages.

The CHAIRMAN. Thank you very much, Madam Secretary. We
are pleased to have Mr. Reilly, who is the Administrator of the En-
vironmental Protection Agency, with us.

STATEMENT OF HON. WILLIAM K. REILLY, ADMINISTRATOR,
ENVIRONMENTAL PROTECTION AGENCY

Mr. RemLLy. Thank you, Mr. Chairman. With your permission, I
will offer my statement for inclusion in the record, and briefly
summarize it.

The CHAIRMAN. That will be done.

[The prepared statement of Mr. Reilly appears in the appendix.]

Mr. ReiLLy. In the summer of 1989, the G-7 summit leader’s
meeting in Paris stated in their communique that in today’s world
it is not possible seriously to address issues of trade, economics, ag-

riculture generally, without taking very seriously environmental -

considerations.

I think that the degree to which the environment has figured in
the deliberations in the Congress and the administration, among
non-governmental organizations, and between our two countries
with respect to this free trade agreement, is a measure of the
greater seriousness and awareness that we have of the truth of
that insight.

I have worked closely with government officials in Mexico who
are concerned for the environment, both before taking office as
EPA Administrator, and as.a member of the bi-national commis-
sion since then—the first EPA Administrator to be included on
that cabinet level body from both our countries. And I believe I can
say that Mexico is very seriously committed to improving its envi-
ronment.

They have, as you mentioned, Mr. Chairman, shut down a half
billion dollar refinery, the source of 15 percent of Mexice City’s air
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‘ pollution,. at a possible cost of some 5,000 jobs. They have shut

down 24 military industrial installations in that city.

They have begun the very expensive job of taking lead out of
their gasoline, and all of their 1991 automobiles are to have cata-
lytaig converters. That is an expensive, costly decision for them to
make.

It is one that they have done in the absence of the kind of re-
sources I think they would begin to have with the free trade agree-
ment. And it is just one of many‘that they have undertaken. They
have added a number of new enforcement personnel to strengthen
their capacities to enforce their laws at the border.

I can recall a particularly moving moment when President Sali-
nas in Monterrey had a breakfast meeting with President Bush
and the cabinets of our two countries, and industrial leaders from
both our countries—CEQ’s from many U.S. corporations who have
invested in Mexico—when President Salinas rose and said, “We are
committed to raising our standard of living, and improvement of

the environment is a vital component of a better standard of living.

We want no dirty jobs. That is our past. Give us only clean jobs, for
that is all that we will allow.”

There is a concern that environmental laws in Mexico are not
comparable to those applicable in the United States. We, at EPA,
have carefully analyzed the 1988 comprehensive law for the envi-
ronment that deals with air and water pollution, hazardous waste,
soils, and ecology in Mexico, and have concluded that the national
technical standards prescribed for implementation of this law are,
in fact, comparable to U.S. requirements. :

They have begun to come out in the past 3 years.

There are many more that will have to be issued to realize the
objectives of that law. But I dare say that 3 years into this, they
have made about as much progress as the United States had into
our environmental revolution after our legislation began to develop
in the early 1970’s.

They have shut down some 980 plants for environmental reasons
and not allowed them to be reopened until environmental commit-
ments were made to upgrade. And they have shut down some 84

lants in Mexico on environmental grounds permanently. They

“have established a new, $100 million fund to help existing industry

bring on new pollution control technology and upgrade. And they
have made a commitment that with respect to new industry—all of
which is subject under their law to an environmental impact as-
sessment—they will require that it meet the standards of the coun-
try of origin.

I think that there are those who are concerned about the possi-
bility that free trade with Mexico may exert pressure on the
United States to relax its standards with respect to the enforce-

- ment of our/laws protecting the public health, controlling pesticide

residues in food, enforcing our hazardous waste laws, or excluding
endangered species imports, or any of the other statutes and regu-
lations for which we have worked so hard in this country. They
will bi _!:laintained. They will be enforced. They will not be relaxed
one whit. -

We also committed in the President’s action plan to a full-scale
review of the broad range of our various relationships on the envi-
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ronment. And within the Environmental Protection Agency, and
" the Forest Service, and the Fish and Wildlife Service, many of our
" agencies have a full spectrum of relationships with Mexico.

. We have agreements with respect to air and water pollution

along the border, with assistance to Mexico City on its air pollu-

tion. We have the first environmental attache ever stationed

abroad in Mexico City at the request of our ambassador now work-

ing on the environmental problems full time.

We will undertake that exercise in the spirit in which Ambassa-
dor Hills has consulted closely with environmental organizations
and other interested groups. We will also prepare an integrated
plan for the border, which we expect to have available for comment
and review and consultation and then revision, sometime within
the next 60 to 90 days. That will address a range of problems that
we and Mexico believe need addressing with respect, particularly,
to water pollution and hazardous waste, and to more coordinated
enforcement of our laws in the border area.

Let me just say in conclusion, Mr. Chairman, that we have made
tremendous progress on the environment in the last 20 years in the
United States. We have reduced carbon monoxide and sulphur di-
oxides in our cities by about a third. We have reduced particulates
by 64 percent, and lead by 97 percent. We have brought back Lake
Erie. We spent over $50 billion on water pollution control at the
Federal level alone, and we are currently spending close to 2 per-
cent of our gross national product on air and water pollution and
waste management. ‘

And what is it that allowed us to make those commitments and

~ to achieve those results? It is growth, an increase of about 60 per-
cent in the last 20 years in our gross national product. What
Mexico has lacked is resources. I am very much of the belief that
with resources, Mexico will achieve even more, and already, in my
view, is a leading developing nation in terms of environmental per-

. formance of any in the world. Just yesterday, Mexico committed to
fully phase out chlorofluorocarbons on the schedule of the United
_States, by the year 2000. This is a commitment that under the
‘treaty they were the first nation in the world to ratify, the Montre-
al Protocol, they need not do, and which will have economic cos
associated with it for them. :

These are measures, I think, of a serious country that does not
‘need to be told by us to strengthen the protection for health of its
people, or the restoration of its natural systems.

President Bush likes to speak of re-invigorating the economiés of
our three countries, from the Yukon to the Yucatan. And I think

- we have the vision also of restoring the natural systems on which
all life, including economic activity, depend for these same areas,
And I very much see free trade and fast track as the means toward

" that end. Thank you, Mr. Chairman.

The CHAIRMAN. Well, that is particularly interesting testimony
because of our concerns about the environment. Let me understand
this. If you have a use of a pesticide in Mexico that we, in our
country, deem dangerous and illegal, does that mean that we will

- stop that fruit or vegetable from coming into this country?
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Mr. ReiLry. We will not permit, Mr. Chairman, any chemical res-
idue on food that we detect for which there is no prescribed toler-
ance in the United States.

The CHAIRMAN. Well, I am particularly interested in the border’s
environmental concerns, having been born and reared on that
border. A lot of interest in all those border states about that. In
doing this, will you be holding fieid hearings?

Mr. RenLLy. I expect that we will, and I, in fact, will be going to
: the border area with Secretary Cherinos of the Mexican Envirou-
;i ment Agency sometime, I think, in July. We do, in fact, intend to
1 take the opportunity to be heard, to listen to those who have views
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about the border. We are very aware of the problems in the area i

and would anticipate that that would include hearings.
The CHAIRMAN. Secretary Martin, when you expect the memo- o
- r?pﬁgg}) of understanding with Mexico on labor issues to be accom- .
#  plished?

- Secretary MARTIN. Mr. Chairman, the memorandum points spe-
. cifically to these particular areas of cooperation. ;
The CHAIRMAN. I want it to talk about child labor. M
- Secretary MARTIN. All right. Excuse me.
The CHAIRMAN. Occupational health and safety. Will those be
considered in it?
Secretary MARTIN. Yes, sir. Worker health and safety, the gener-
al conditions of work, specifically areas of labor concern, such as
child labor laws, collective bargaining. All of those are covered in
the MOU. With regard to worker health and child labor we will
shortly begin to have teams of experts from our Nation visit
Mexico where we will be looking not just for similar standards, but
for the kinds of enforcement that will make sure that both nations
both improve. And the two specific areas that are covered, I think I
would have to say, with much of the resources, will be both child
+*  labor, and worker health and safety.
The CHAIRMAN. I think what we have to remember, too, is we are
talking about a developing country. Now, this is the only place in
the world I know of where you have a major industrial power shar-
ing a common border with a developing country.
And Yo talk about making these kinds of moves which you do at
some economic cost, particularly when you have high unemploy-
ment, that is a major commitment for such a country. And as we
deal with Thailand, and we look at all the problems of pollution
and environmental concerns, and the products that are coming _
from there to us, where the Japanese are out-sourcing so many of %
their things there, they have none of those limitations. But here,
we have a country next to us. Now, for example, I understand they
are talking about hiring another 100 health inspectors, environ- ;
mental inspectors. What is the status of that, can anyone tell me?
Mr. REILLY. Yes, sir. They have, in fact, begun to hire 50 new in-
spectors for the border area, and another 50 in Mexico City, in-
creasing by several orders of magnitude the inspection force they
have. We are working with them on aspects of information-sharing,
training, targeting potential violators, and things of that sort.
+. . The CHAIRMAN. I have also heard that Mexico has stated that
- the extension of the fast track authority is absolutely essential to
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continue the negotiations. Is that correct? Can someone comment
“on that one? . ~

Ambassador HiLLs. That is what I have been told, Mr. Chairman.
My counterpart——

e CHAIRMAN. It seems practical to me, Ambassador—I do not
see how you get a bottom line offer in negotiating if it can be
brought back here to the Congress and every interest group can
start trying to add on its amendment. And then I would assume
the same thing, if we had that, would be true in Mexico, and the
Mexican Congress could do the same thing: start adding on their
amendments. I do not know how you conclude that kind of a situa-
tion and really move it forward.

Ambassador HiLis. It will not work, because trade agreements
are subject to unraveling with even small changes. We saw that
with our discussions in Brussels. But more importantly, you put
your finger on the crucial point, and that is, that we would not get
the bottom line.

The CHAIRMAN. Well, I have insisted on consultation, and I did
not think the administration did it to the degree they should on
the Canadian eement, and we blocked the agreement, as you
know. Then we had consultation. In this instance, this time, I see
so much consultation, I am seriously thinking about charging you
rent in my office. [Laughter.]

I see that my time has expired. I see we have a vote, so some of
the members will be leavinf. And then I will wait till the last
ilninute, and we will probably have a little recess in the process

ere.

Senator Chafee.

Senator CHAFEE. Thank you, Mr. Chairman. I would like to ask
Mr. Reilly a question, if I might. These environmental concerns
have been voiced by a number of individual Senators, and one of
the rationales in favor of this agreement—and you can straighten
me out if I am wrong—is that capacity to deal with environmental
challenges is in direct ratio to the wealth of a nation, with some
variance in there, dedication obviously being one of them. Basical-
ly, the poorer a country is, the less it is able to wrestle with envi-
ronmental challenges, be it restoration of forests, cleaning the
waters, or cleaning the air.

On the converse side of that, the wealthier a nation is, the better
it is equipped to be able to deal with these challenges, because it
has got the money to do it. Has that been your experience? And I
am going to call upon ﬁour experience that you had before you
came into this current job.

Mr. ReiLLy. It very much has been my experience. I think that
there may have been a perception some 20 years ago—certainly
perception in some quarters of the environmental community—
that growth was the problem. -

Now, I think, it is universallﬁ acknowledged that growth is the
solution. Not the kind of growth that created all of our superfund
sites, not the kind of growth that allowed contamination to develop
to the point where we actually created a drag on groductivity when
we begin to correct it and to deal with the health problems, but a
different kind of growth. If you are talking about ing out lead
in gasoline, as I recall, that cost something like $3 billion in the
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.+ United States. I do not know what it is going to cost Mexico, but I

; am sure an appreciable amount, probably more proportionate to

: their economy. Scrubbers cost something in the range of $150 mil-
lion currently. Investments in the environment, we believe, very

- much pay off in terms of all sorts of measurable benefits. But they
do take growth and capital.

Senator CHAFEE. Therefore, if we believe that this agreement is
oing to increase the wealth of all three nations—the United
tates, Mexico, and Canada—then it would seem to me to follow

- that Mexico would then be in a better position to deal with these
environmental challenges that it has. Would that follow?

Mr. Renvy. I think it would very much follow. The extraordinary
thing is that Mexico has made the commitments it has in a period
of very difficult financial stringency, and without the kind of
growth that we anticipate free trade would make possible.

Senator CHAFEE. Well, I was impressed with what you said about
the closure of that refinery in Mexico City with the commensurate
loss of jobs that you outlined. Now, let me ask you another ques-
tion. Many of the environmentalists, as I understand it—although
they have not told me this, but I understand this—have argued
against this extension prior to the President’s letter coming for-
ward, Now, since that letter has been received, has the environ-
mental community wheeled into line in support of the extension?

Mr. REiLLY. We have been tremendously——

Senator CHAFEE. Are there any names of groups, EDF, or others
that you can name?

Mr. ReiLLy. We have been tremendously pleased to see the re-
sponse of several environmental organizations to that action plan.

e National Audubon Society, in its statement by its president,
Peter Burley; the Natural Resources Defense Council; the Environ-
mental Defense Fund; and World Wildlife Fund, have all issued
published statements in response to that plan commending it, com-
plementin% it, saying that it did, in fact, respond to many of the
concerns that they had.

Senator CHAFEE. Well, I think that would be very, very helpful.
These are prestigious organizations, and perhaps you could submit
those names for the record, and if you could let me know the
names of these groups, it would be very helpful.

Mr. ReiLLy. Be glad to do that.

[The information follows:]

As mentioned previousg:;evetal of the major environmental organizations issued
statements praising the ident’s Action Plan, stating that it met many of their
concerns and constituted an excellent step toward assuring that environmental
quality concerns will be taken into account in the Free Trade Agreement negotia-

tions. Specifically, the group included the National Audubon Society, The Natural
J I;Rf:ohulrggs Defense Council, the Environmental Defense Fund, and the World Wild-
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you have the law, but the enforcement of it. And what inkling do
you get of Mexico’s enthusiasm about enforcing some of these
splendid environmental laws that they might have on their books?

Mr. Renry. Well, that very clearly has been a need, and that we
have focused on more closely, I think, than anything else. The
Mexican Environment Minister has indicated his intention to pro-

. Senator CHAFEE. Now, the next chapter is, of course, not only do
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vide a concentrated enforcement eifort in two areas: in Mexico v
City, and along the border. That is the reason for that strengthen- .
"ing of enforcement personnel—100 new inspectors. ;
” That is something that we expect to work very closely with him
5 on, and we have some resources that we can make available in
v terms of technical equipment, and information, and intelligence,
. and perhaps even some parallel enforcement efforts on our side of
the border. - a
L Senator CHAFEE. Well, Mr. Chairman, I see my time is nearly up. '3
N I would just like to say, for the record, that Mexico has environ- 1
L mental problems; so do we. And we have probably got as many su- i
perfund sites as they have, plus some. :
We are going to hear in the course of this debate that Mexico is ¥
not active in the environmental arena. I do not, however, think
- people in glass houses should be throwing bricks. We are in a simi-
lar situation ourselves; whether it is with nuclear wastes or hazard- )
ous wastes.

: We have a long way to go in cleaning up our own house befoie
- - we scold Mexico and how they have behaved. I think it is very en-
* couraging that these environmental organizations are in support of

this extension. Thank you, Mr. Chairman.

The CHAIRMAN. Thank you. Ambassador, we have got some con-
cern stated, and we heard a bit of it today in some of the comments
of members that Mexico is just being used as a trampoline for, for

_ example, Japanese products coming in, and then be brought on
into the United States. What are you looking at insofar as looking
at areas of origin?

Ambassador HiLrs. We will negotiate a good rule of origin, and
we may have multiple rules of origin, as we have in other trade
agreements. But there will have to be substantial North American
:(l)lntgnt, and that will prevent the trampoline effect to which you

ude.

The CHAIRMAN. I see we are now half way through the roll call.
That means I have to sprint. So I ask you to stand in recess. I am

. sure that we will have a member here to continue the hearing
- within 5 minutes.
i Ambassador HiLis. Thank you, Mr. Chairman.

AFTER RECESS

Senator Baucus. Senator Bentsen asked me to reconvene during
his absence. He is voting. He will be back any minute now. I have
_some questions for you, Mr. Reilly, essentially with respect to envi-
ronmental concerns. Did I understand you correctly in saying that ,
the EPA analysis of Mexican environmental statutes is that the
quantity 'and quality, if you will, of Mexican environmental law is :
comparable to that of the United States? :

Mr. ReiLy. The 1988 law, which is a comprehensive law and re-
quires environmental impact statements of new industry, taken to-
gether with the national technical standards that have been issued
thus far under it—and I think there have been six principal ones—
in our view, is essentially comparable to the kinds of controls that o
we have for similar activities. The standards have not been issued
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for a very large number of activities and sectors that we would
expect ultimately would be addressed.

Fl?xce Mexicans have begun to accelerate the rate at which they
develop and issue them, but as I said, I think that comparably to
our progress 3 years into imglementation, say, of the National En-
vironmental Policy Act, or the Clean Water Act, or the Clean Air
Act in the early 1070s, they are doing very well. And that is clearly

‘the direction they want to go. They have also indicated their inten-

tion to hold new industrial investment in Mexico to the same
standards, at least, that it would be subject to in its country of
origin,

Senator Baucus. So, does Mexico have environmental statutes
comparable to the American’s Clean Water Act, or Safe Drinking
Water Act, or——

Mr. ReiLy. In those areas where they have issued these techni-
cal standards, we believe that they do. But as I say, there are many
areas they have not yet covered, and so it is going to take some
time, I think, for them to get there.

Senator Baucus. Now, we passed a very massive—as you well
know better than most anyone in this room—a massive Clean Air
Act. Does Mexico have comparable clean air legislation?

Mr. Reiiry. Well, Mexico is ap{)lying technological requirements
to new industry and to automobiles. I mentioned that they have a
re%uirement that the 1991 automobiles have catalytic converters
and be suitable for unleaded gasoline, and that unleaded gasoline
now be made available. They are moving in that direction.

I do not think that we can say with respect to the full spectrum
of economic activity in industry that they have all of those stand-
ards written down at this time, but together with their commit-
ment to apply, essentially, the standards applicable here to any in-
dustry that originates here, I think that we can be reasonably con-
fident that they will.

Senator Baucus. And what about enforcement? Most who look at
this problem admit that there are fairly strong environmental stat-
utes in Mexico, but that Mexico does not properly enforce its envi-
ronmental statutes, at least by American standards. Now how does
administration attempt to deal with the enforcement problem in
the free trade negotiations?

Mr. ReiLry. Well, that has been considered the major weakness
of Mexican environmental law for some time, but I must say 1 was
astonished in looking over the past several weeks at their perform-
ance in some detail to sve that they have, in fact, shut down nearly
1,000 plants temporarily—84 of them, as I said, permanently, for
reasons of environmental protection. I do not think we can say we
have done that in any recent time period, or that we would want
to. But that is, in fact, a measure of pretty serious environmental
commitment. .

They are also strengthening their personnel, allocating more
funds. They have increased by, I think, eight-fold, the budget for
their EPA equivalent of the Minist? responsible for environmen-
tal protection in Mexico. Many of those resources are being com-

. mitted to enforcement, inspection, and upgrading.

Senator Baucus. And that would be roughly from what to what?
As you say uphold, what doe that mean?
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Mr. Re1LLy. I think it was under $6 million to nearly $40 million.

Senator Baucus. What—I am sorry. Go ahead.

-Mr. RElLLY. They have also committed over the next 4 years—I
think $3.6 billion—to initiatives to improve air quality in Mexico
City alone, so that looked at across the board and in the other
agencies that deal with, or touch on the environmental, each of
them now has a budget line item identifiable for environmental
protection so that the amount of funds overall being applied to the
environment is considerably more than the amount made available
to my counterpart there.

Senator Baucus. Now, I noticed in the action plan there is no

rovision for monitoring Mexican environmental law enforcement.

not monitoring provision?

r. REiLLY. Well, we do, in fact, propose to obtain an agreement
and work together with Mexico to try to do a better job of monitor-
ing our performance, and I expect that that will be part of the on-
going review that we will develop.

Senator Baucus. So administration, during the negotiations, will
be looking for and be advocating a monitoring provision that is to
monitor Mexican environmental law?

Mr. RemLLy. I will, in cooperation with my counterpart, look at
the ways that we can better monitor our environmental perform-
ance, particularly in the border area. We are already doing it with
respect to air pollution in El Paso. They are trying to get a better
fix on the origin and the character of pollutants in that area pre-
paratory to developing a comprehensive plan to include the air
quality. We are going to take similar efforts of that sort, and that
will very much be a part of our commitment.

Senator BaAucus. Now, what about enforcement provisions? Why
no enforcement mechanisms in the action plan?

Mr. REmLLy. Well, the Mexicans, I think, naturally resent the im-
plication that they would only do for the health and environmental
protection of their own people what we make them do in return for
a free trade agreement. They are, as I set out, profoundly trans-
forming their environmental laws and upgrading environmental
commitments. We have a number of measures of that. I do not
think that the kinds of arguments that would ensue with respect to
trade conflicts—301, possibly the creation of a potential abuse of
those procedures by an industry that feels it has a special interest
that has been aggrieved—is the best way to work with Mexico in
strengthening its environmental protections.

Senator BAucus. I appreciate that. Any country might feel a
little resentment if it was pressured on any matter that it knows it
should move in. For example, on trade matters, no country altruis-
tically, out of the goodness of its heart opens up its markets unless
it is, in my judgment, encouraged to do so. I think, frankly, the
same applies to environmental matters. No one likes to be told
what to do. People in international trade tend not to be altruistic;
countries tend not to be altruistic. Sometimes I think a little
friendly persuasion is helpful.

Mr. LY. Well, let me be clear, though. Those matters that
affect, for example, the trade in food products where pesticides are
of concern, are subject to enforcement and to a trade sanction if
they violate the agreement that will be directly provided for.

i
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Senator Baucus. Yes.

Mr. RennLy. Hazardous waste is in the same category.
Senator Baucus. My time has expired.

Senator Durenberger.

OPENING STATEMENT OF HON. DAVE DURENBERGER, A U.S.
SENATOR FROM MINNESOTA |

Senator DURENBERGER. Thank you, Mr. Chairman. Bill, during
the lunch hour we were visiting with the Secretary of Labor about
various things, and she alerted us to the fact that she was going to
be here, and that this was an historic participation of the Secretary
of Labor in free trade. During the course of the conversation, I was
sitting next to the junior Senator from Arizona, and he was selling
me on free trade. He said, the fact of the matter is that these so
called low-paying jobs, if they were not in Mexico, would be in Ma-
laysia, or they would be in Indonesia, or Thailand, or somewhere
like that. In addition to that, he said that in the 4 years of the Sali-
nas administration; as he has taken down the protectionism from
Mexico, the trade has gone up. In fact, the trade has gone up from
$24 billion to $48 billion in 4 years, and it has got a surplus in
favor of the United States.

My question relates to this reality. Of course neither you on
either side of the Ambassador is su»pposed to know whether that is
true, or not. I am not asking you that question.

. But when Tom Donahue was here from the AFL-CIO testifying

against the free trade, he cited a consulting company’s promotional
flyer—a fairly recent one, as I recall—identifying the benefits of
doing business in Mexico called ‘“Minimal Governmental Regula-
tory Controls—No OSHA, No EPA, No EEOC’s, No Air Quality
Controls.”

Then he cited this LA Times series on the Southern California
furniture industry moving en masse out of Southern California into
Zlif'uana. These are the kinds of realities—if they exist—that we are

up faced with when trying to sell tougher enforcement of envi-
ronmental laws. How do we handle that with our constituents, and
particularly those who are maybe opposed for different reasons,
when they raise these environmental concerns?

Mr. RenLy. Well, I think first of all, you have to take the com-
mitment that Mexico is making to apply rigorous standards to new
industry increasingly seriously. They are going to have the re-

sources which they have not had to put teeth into their laws for

very long. They are going to have an incentive to apply them.

ey are clearly anticipatizg a lot of new growth and develop-
ment. They are very concerned themselves about conditions along
the border, and I think that one consequence of free trade that has
not been noticed much is that the opening up of the entire country
to investments should reduce the somewhat excessive pressure to
go into the immediate border area, where most of the environmen-
tal problems that cre of concern to many along the border, have
been concentrated.
" Senator DURENBERGER. Over the last several years as we have
been trying to negotiate with our colleagues on clean air, we have
frequently had to deal with the fact that in recent years, Mexico's
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new installations—particularly as I recall, copper smelters and fa-
cilities of that nature, have no sulphur dioxide controls at all. As a
result, I am told, that these airborne substances are brought into
the United States.

Mr. ReiLLy. Yes.

Senator DURENBERGER. I am not familiar with the way in which
we may have negotiated these problems in the past. Now I am not
talking about just raising the cost of goods as a result of pollution
abatement, but about actual pollution. )

Mr. RemLy. Yes, I understand.

Senator DURENBERGER. If new installations in Mexico are send-
ing toxic waste and/or sulphur or nitrogen dioxide into the United
States, what is the process for negotiating——

Mr. ReEmLLy. Well, I think that Senator Baucus’s question about
monitoring is relevant here, and that makes a2 good argument for
it. But I would say with respect to those smeiser issues—there were
three of them, as I recall, I forget when it ‘was, 1986 or 1987—that
posed a particularly efregious problem to the Sonora, Arizona, en-
vironment. And two of them have, in fact, since been retrofitted as
a response to an agreement worked out under our 1983 United
States-Mexico border annex, and the other one was shut down. So
even in the absence of the kinds of relationships we have been im-
proving on the environment, the Mexicans have been increasingly
responsive to those concerns.

nator DURENBERGER. All right. Thank you very much.

The CHAIRMAN. Senator Danforth.

Senator DANFORTH. Ambassador Hills, you have been working on
this very, very hard for a considerable period of time, and you have
heard all of the arguments against the free trade agreement. Have

ou heard any arguments that are particularly surprising to you?
t seems to me that the arguments against it are the basic protec-
tionist arguments that are made against almost anything.

Ambassador HiLrs. Most of the arguments I would put in that
category. We have tried to reach out to some concerns, particularly
in the area of environment. And I do believe that any good enwi-
ronmentalist has to be for the North American Free Trade Agree-
ment, because the best solution for environmental problems, as Ad-
ministrator Reilly has said so eloquently, is greater resources.

Senator DANFORTH. I do not spend a lot of time in Mexico, but I
remember driving from the airport in whatever it is across from
San Diego.

Ambassador HiLis. Tijuana.

Senator DANFORTH. Tijuana to the airport in San Diego, and
right now, it is a very marked difference in air quality that is visi-
ble to the naked eye. It seems to me that maybe I‘irou have no place
to go but up. I do not know. What do you think, Mr. Reilly?

Mr. ReiLLy. Well, I dare say, Senator, that San Diego is a larger
gll':blem with respect to the air pollution at least than Tijuana is.

e water pollution has been a different story, and we have now
committed in the budget—the President has just proposed some
$100 million to the construction of a $187 million waste water
treatment plant to take that flow-over from Tijuana’s waste and
treat it. So, I think there, at least, both areas have their set of en-
vironmental problems, and we are working on both fronts.

\
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Senator DANFORTH. Insofar as efforts to work together, whether
it is on labor matters or environmental matters between the
United States and Mexico, what would be the effect on cooperative
efforts between the two governments and between the two coun-

- tries if the free trade agreement were not approved—if the fast

track extension were not approved?

Ambassador HiLrs. I think it would deal a serious blow, Senator,
to our cooperation, which has been very, very good across the board
on economic, as well as social issues. Our binational commission
meets regularly, and our Secretary of Labor meets with her coun-
terpart, our Administrator of the Environmental Protection
Agency meets with his counterpart, and so it goes so that we have
made, I think, considerable progress during the 2 years plus of the
Salinas/Bush Administrations.

Senator DANFORTH. Ambassador Hills, I would like to ask you
just one unrelated issue relating to soybeans, if I may. Mr. Mac-
Sharry was in Washington, was it last week?

Ambassador HiLrs. Last week. Yes, Senator.

Senator DANFORTH. I do not know if this is so or not, but did he
suggest tl.at no action be taken with respect to the implementation
of the panel report on soybeans until next year, and if he did, what
answer did you give him?

Ambassador HiLrs. He said that he committed to have definitive
action by October of this year. And when I complained that that
would not meet this year’s growing season, he said that that would

~ be as fast as he would be able to address the issue, at least as fast

as he would be able to address it in a full way. His price package,
he felt, would be able to address it in a minimal way—I think 3
percent—which is totally inadequate. And we are going to continue
to consult on this issue.

Senator DanrForTH. What did you say to him?

Ambassador HiLis. I explained how enormous the problem was
from this side of the Atlantic. It is a tremendous source of friction,
and we do need to have a fix to the problem. I expressed concern
that his commitment with respect to an October definitive date had
not been sanctioned by the Council of Ministers, and I inquired
how he could make the comraitment in view of that fact. He be-
lieved he could deliver as committed to a definitive settlement in
October, and we have been meeting with our industry, and, of
course, will continue to consult with it, as well as with you.

Senator DaANFORTH. Thank you, Mr. Chairman.

The CHAIRMAN. Thank you. Senator Roth.

Senator RotH. Thank you, Mr. Chairman. First, let me say what
a pleasure it is to have these three distinguished public servants
here. I have a couple of questions I would like to ask you, Carla.
The administration has agreed to strengthen the North American
content for assembled automotive products beyond that provided in
the United States-Canada FTA. In your view, how high should this
content provision be?

Ambassador HiLLs. Senator Roth, as you know, the Canadian
agreement calls for a 50 percent Canadian or U.S. content. We
have been negotiating with the Canadian Government within the
United States-Canada commission for a 60-percent local content.
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And that figure was selected based upon cc.isultation with mem-
bers of this committee, as well as other members of Congress, so
that that is the figure that we thought of to date. We have not
come to a figure that would be appropriate for a whole North
American reg:)on. For that, we will need to consult with the private
sector, with Congress, and, indeed, perhaps get studies by the Inter-
national Trade Commission.

Senator RotH. Not many people realize that my little State of
Delaware, percentage-wise, has more auto workers than any other
State, including Michigan, so this is a matter of real interest.

I applaud the President’s commitment to insuring that a free
trade agreement contains effective safeguard mechanisms to ad-
dress specific problems relating to injurious and sudden increases
in imports from Mexico.

And I understand you expect to at least partly deal with that
throufh snap back provisions. As highlighted in the President’s
May 1st action plan, a similar provision was, of course, contained
in the United States-Canadian Free Trade Agreement. Have we
ever had any reason to utilize those provisions with the Canadians?

Ambassador -HiLLs. We have not used the snap back provision
ourselves. The Canadians used the snap back provision, I thiak, for
oné)é 1 day, dealing with asparagus. :

onator RorH. But that would be the principal means of protec-
tion?

Ambassador HiLis. Actually, we contemplate three transition
measures. First, a long phase-in so that industry and agriculture
can adjust. Secondly, the safeguard mechanisms, and there are two
of those. One general, and then the snap back, which is peculiag{
suited to the surge of import that occurs during a harvest period,
so there might be an overlap of only a day or two during the peak
of a season. And finally, the rule_of origin to which you have allud-
ed is another mechanism of hanviling transitions.

Senator RorH. Secretary Martin, I have two or three questions I
would like to ask you. I have been much interested in the past in
our trade adjustment assistance program, and I am concerned over
the comparison that has been made between EDWAA and TAA
and the area of job placement, namely, that there is a 70 percent
glacement rate for workers receiving EDWAA training, but only a

0 to 35 percent rate for those in training under TAA.

Now, it is my understanding there has been a clear-cut, compre-
hensive data collection effort under EDWAA, but the same is not
true for TAA. Is that your understanding?

Secretery MARTIN. I do not know that we have any comprehen-
sive data collection under TAA. Let me check and get back to you
with that, Senator.

Senator Rorn. Well, that is my understanding that one of the
reasons the figures are so low here is that we do not have the same
data available, in fact, some States have not supplicd any informa-
tion. So I would very much appreciate that information.

e information axl)f)ears in the appendix.]
nator RotH. Well, in view of that, rather than go through
these questions, Mr. Chairman, if I could, I would like to submit
them in writing, '
The CHAIRMAN. That will be done.
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Ambassador Hiris. Thank you. Senator Roth, if I may, just in
the President’s letter of May 1st, that letter which I think has pro-
vided such help to many members of the House and Senate, as ini-
tiated by Senator Bentsen and Chairman Rostenkowski, when the
President talked about worker adjustment,-there was no specific
prﬁram mentioned.

e reason for that is an intent to work with the Congress to
make sure whatever program is developed, whether new or relying
on other programs—such as EDWAA, or others such as TAA,
which you mentioned—that that be done in the context of what is
available, and in cooperation with the Senate and the House.

Sensitor RotH. Well, one of my interests in the past in connection
with TAA, of course, has been a small fee, which I will not go into
right now. But one question I have, Carla, is whether that same ap-
proach—some small fee between Mexico and ourselves—might be a
means of helping to finance the cost of trade adjustment, or what-
ever steps we take. And that is something I would want to examine
with the administration. Mr. Reilly, I hope next time you are here
we can call you Secretary Reilly.

Mr. RemLy. Thank you, sir. So do L.

Senator RorH. Thank you, Mr. Chairman.

The CHAIRMAN. Mr. Reilly, I assume that you assisted in the
President’s response on the environmental concerns, and I con-
gratulate you on that. I note that a number of the environmental
associations have spoken favorably about the President’s answer to
the questions that I cited concerning the environment. And I think
your testimony today has been helpful in that regard. Do you have
angefurther questions?

nator Baucus. I just have one point, Mr. Chairman, if I might.
I would like to inquire as to the degree to which under United
States fast track procedure, as some allege, the United States is
somewhat in a disadvantageous position, or the members of Con-
gress are in a somewhat disadvantageous position, because they are
not allowed to, in u formal matter, offer amendments to change the
administration’s agreement that might be brought back to the Con-
gress.

Ambassador Hills, Mexico does not have a parliamentary form of
government, but is it true that Mexico basically is a one political
party country, that is, the PRI party is, essentially, significantly
mﬂ'ority party in Mexico, is that correct?

mbassador HiLis. Over the past substantial number of years,
the PRI has been the predominant party. At present, my under-
standing is they run their Congress through a coalition, and I
would point out that it is not so solid that it does not lose an elec-
tion from time to time. I am advised that the Baja, CA gubernatori-
al was lost to the opposition party.

Senator Baucus. My question really goes, though, to the track
record of President Salinas with his legislative body. What is the
success rate of President Salinas as he attempts to push his propos-
als, his programs, through the legislative body of Mexico? he
win, or does he lose? What happens?

Ambassador HivLs. I really have not done a study of the legisla-

* tion that has been offered into the Mexican Congress, and what the

win/loss ratio is. I would be happy to take a look at it.

P AR T : S B T A L RN




Senator Baucus. Well, my understanding is that it is prett,

- good, that is, that he does a pretty good job. Which is to say that if 5

President Salinas can get his agreement through the Mexican leg-
islative body, then Mexico is in no worse position than the United
States under its fast track procedure. That is, if both sides will in-
formally try to work out their provisions, and once the agreement
is agreed to by the executive branches of each country, that each
country is on equal footing.

Ambassador Hiris. That is correct. I have been told by my coun-
terparts in Mexico that there will be no amendments in Mexico, if
that is what you are alluding to.

Senator Baucus. That is.

Ambassador HiLrs. Thank you.
_ Senator Baucus. And do you not think that the United States
Government is in at least a strong a position in negotiating with
Mexico as Mexico is? Are we somehow in a disadvantageous posi-
tion, we Americans, with Mexico? Is there something about the
Mexicans that make them better negotiators than the Americans?

Ambassador HiLLs. The proof will be in the pudding, and that is
what I would urge Congress is not to tie our hands now, because I
am more interested in getting a good agreement for the American
‘people. And you know, Senator, if I were negotiating with you, and
you knew that a group was going to renegotiate our deal, you are
not going to give me your best bottom line. You are going to save a
cushion, and that is the real significant factor.

If this Congress wants to tie a hand and a foot behind and make
us come back with an agreement that is not as good as one we
could have gotten, then I think we are not working together in a
partnership to get the best deal for the United States. -

Senator Baucus. Or to state it differently, if the United States
Congress were to disapprove extension of fast track, we would be
tying your hands behind your back when you go in negotiations
where the Mexican negotiators would not have their hands tied
behind their back.

Ambassador HiLrs. That is true, and I am told by both of my
counterparts in Canada and in Mexico that they would decide not
to negotiate with us, so we would forego the opportunity to negoti-
ate a North American Free Trade Agreement.

Senator Baucus. So, first they would not negotiate. and second, if
they were to negotiate we would be on the same level playing field.

Ambassador HiLis. If they were to negotiate, notwithstanding, I
do not believe that we would get the best deal that we could get. I
would rather negotiate the deal, the best deal I can, and then say
to my negotiating partner, that is the deal I am going to present to
my Congress.

And if Congress does not believe it is in the national interests, it
should be voted down. But that I will not get the best deal that I

- can if the party that I am negotiating with saves a cushion for the

second negotiation. And I think that is just vital to any negotia-
tion, and each of you can look to a negotiation that you personally
would be in. And if you believe that that negotiation is going to be

re-opened, you are simply going to save something. And that means. i
~ -that the best deal is not achieved. : e




¥. Senator Baucus. And would you bring back an agreement to this"
i+ Congress which you felt that probably would not be approved by
& this Congress?

#  Ambassador HiLis. No. And as you know full well, we consult all
" along the road so that you know where we are at any stage in the
negotiation. Indeed, Senator Baucus, you were in Brussels with us,
and knew very well where we were in the course of the negotiation
and what was determinative when we decided not to strike a deal
in December.

Senator Baucus. All right. Thank you.

The CHAIRMAN. Senator Durenberger.

Senator DURENBERGER. Ambassador Hill, just one question.
When Bill Frenzel left the Congress, Minnesota lost its only 100
percent free trader. It is left with about a 94.5 percenter, or some-
thing like that.

I think you probably know that sugar beets are very important
in my State. You also know, because you are a consulter and you
always have been a consulter, how strongly the sugar beet industry
in America has reacted to some of the earlier statements by your
predecessor that we ought to get sugar beets on the table early on
in the European Round. Given what the European Community has
done with the sugar business in the last few years and given the
fact that most agriculture in my State on the Mexican free trade
and on GATT is for fast-track procedure, what should be done to
address their concerns?

These folks have been scared to death by some of the early expe-
riences they have had with U.S. negotiators. I thought I would give
you an opportunity take 30 seconds or a minute and reassure them
that they should not be as strongly opposed to the fast track proc-
ess as they are right now. As far as I know, the sugar folks across
this country are telling their Senators and their Congressmen that
they ought to be against the fast track process.

Ambassador HiLis. Fast track does not determine what the
agreement will look like. We do not have an agreement. They
should not be against fast track, because we are out to negotiate
ma:‘l):et opening opportunities for them, and across the agricultural
sectors.

When we get an agreement, whether it be in the Uruguay Round
with 107 nations, or the North American Free Trade Agreement
with a total of two other nations, then they can be critical and
make an evaluation and they can pass their judgment on to their
- elected representatives. I think to deal us out of the negotiation at
- - a'time when exports are contributing 88 percent to the growth of
# our economy is really to work against their own best interests.

. _Senator DURENBERGER. Thank you very much. Thank you, Mr.

v. Chairman.

Th;?CHAmMAN. Senator Chafee, do you have any other com-

.- men

Senator CHAFEE. I do not have any questions.

The CHAIRMAN. Senator Baucus?

Senator Baucus. No questions. ,

The CHAIRMAN: T think it is paradoxical that we have our princi-
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‘standing up for the United States’ interests, they would have
agreed in Brussels to what our competition wanted. And you would
not have needed an extension of fast track. )

You need an extension of fast track because you really held out
for what was right for America in opening up these markets and

expanding trade. That is why we need the extension. That is why I
think we are going to get it. The hearing is closed.

[Whereupon, the hearing was concluded at 3:37 p.m.]
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APPENDIX

ADDITIONAL MATERIAL SUBMITTED

PREPARED STATEMENT OF SENATOR Lrovp BENTSEN

. When the President sent up his request for a two-year extension of fast-track ne-
: ﬁ:)tiating authority, I pledgetr

' Jook at all aspects of that request. We have done that.

. We held two hearings back in February on the proposed negotiations with Mexico
. and Canada. We devoted one hearing to the general question of fast-track extension.
We had two days of h on progress in the Uruguay Round of Multilateral
Trade Negotiations. And at the end of April, we reviewed the President’s Enterprise

. are covered in the President’s request.
% - We have now entered the home stretch. But there are still some important loose
- ends that need to be tied uK, and that is why I called this hearing.

I A number of Members have raised legitimate concerns about the proposed free

.standards and the disparity in wage levels and differing environmental regulations.

Thesge are not issues that are typically addressed in trade agreements. And these are

not issues that are easily addressed in any agreement. .

~ But I reached the conclusion that these issues had to be addressed before the Con-

; {less would be willing to extend the fast-track. Early in March, Chairman Rosten-
0

% the Administration intends to deal with these labor and environmental concerns.

adjustment, worker rights and the environment. Most important, they have agreed

.to make concrete progress in these areas before any agreement is sent to the Con-
gresa for apfroval. :

. » 1 was concerned that the President's action plan would not amount to

*. much. The President shared with me an early draft of the plan—and there was a
glaring omission. That draft did not include a strongbeeommitment to develop a

“worker adjustment program to help those who might be adversely affected by an

- FTA with Mexico. '

- We know that there will be winners and there will be losers if an FTA is negotiat-

et’. I feel strongly that, on balance, an FTA will be a significant net benefit for our
economy. But that does not mean that we can turn a blind eye to those individuals

%.who might not benefit—and that is what I told the President.

I was pleased to see that the final version of the action plan contained a stro
commitment to develop a worker adjustment program that is adequately funded an:
that will be targeted at workers who might lose their jobs as a result of an agree-
“ment with Mexico. And a commitment that an effective program would be in place
“ b o{e‘ement with Mexico goes into effect. *

& _fn%ec is extended, I intend that this Committee will devote considerable at-
‘Yention in the months ahead to developing a worker adjustment program that can

W j,fhe needs arising out of a Mexican agreement. This Committee needs to take a

--.look at the programs and policies we have to help workers and firms that are

_L'iande m point to Ambassador Hillnalmo-t two months ago when we started to
* at the fast-track question. I made the same point to President Bush. And I

.. the President to keep his commitment to work with us on fashioning an ad-
L e e e @ e e

tance

that this Committee would take a close and careful:

- for the Americas Initiative. In short, we have examined all of the negotiations that -

‘*trade agreement (FTA) negotiations with Mexico—concerns about health and safety -

weki and I wrote to the President asking for an action plan by May 1st on how -

- - The President sent us his response last week. In my judgmens, the Administration.
-has made some important commitments in its action plan—in areas such as worker

- by imports get back on their feet. This includes our Trade Adjustment As--
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justment program that will take care of any workers who are displaced by a Mexi-

£ can agreement.

LR The President’s action plan also contains some important commitments in the
: areas of the environment and worker rights. Work on these issues will be done in a
R timeframe that parallels the FTA negotiations so that we can see how much
4 p there has been by the time we consider the FTA itself.

is action plan is not perfect. But it does give me some comfort on the concerns
that Chairman Rostenkowski and I raised with the President. However, 1 want to

offer a word of caution to the Administration: In my view, this action plan is just a

¢ downpayment. I intend to monitor the negotiations on all of these issues closely to

make sure that progress is made on these issues.

R I want to make one additional point about the action plan: I think its very exist- ¥

. ence is probably the best argument for the extension of the fast-track. Let’s think
! for a minute about where we might be today if the fast-track had not existed. =
On June 19, 1990, President Bush met with President Salinas to announce their

desire to begin free trade negotiations. If the fast-track had not existed, it is quite -

likely that the negotiations would be completed today—and that we would be debat- i

. ing whether to approve an agreement, rather than debating whether to approve the

.- negotiations. That agreement probably would have had nothing to say about worker

R rights or the environment or health and safety standards. \

, Instead, we now have this response from the President. The concerns of Congress

3 . have been heard, and we can move forward in a far more constructive fashion.

1 have told the President that fast-track is still going to be a tough sell. But the
action plan should give some comfort to those Senators who have expressed con-
cerns about the negotiations with Mexico.

: I called this hearing to give Members of the Finance Committee the opportunity

i ©  to question the key Administration players about the details of the action plan, and

: I am glad that Ambassador Hills, Secretary Martin, and Administrator Reilly were

able to join us today.

PREPARED STATEMENT OF SENATOR DAVE DURENBERGER

Mr. Chairman, like every member of this Committee, I have serious reservations
about the ims)lications of negotiating a free trade agreement with Mexico. Consider-
ing Mexico’s level of economic development, its wage structure, its historical antipa-
thy to foreign investment, and its record on environmental issues, I have serious
concerns about linking our two countries in an historic free trade agreement.

also recognize that in this last decade of the twentieth century, borders are be-
coming less and less relevant. Capital flows around the globe in seconds. Jobs, facto-
ries, and investment move to those countries where business and political conditions
are most favorable. A labor-intensive ootr;:f:an in the United States that can no
longer compete with Third World wages today faces two choices: innovate and auto-
mate and keep operations at home in the United States, or move assembly and man-
ufacturing abroad.

Whether or not the United States negotiates a successful free trade agreement
with Mexico, the reality is that certain types of jobs and Industries will inevitably _
continue to migrate to lower-wage countries, includinilMexieo. Some studies suggest s
e that an FTA may not stem this migration of lower-skill jobs, but will diminish the 7
L export of jobs and entire factories to the Far East. For industries such as telecom-
L munications, more jobs can be retained In the United States if final assembly oper-
ations occur across the border in Mexico. Otherwise the choice is to move an entire
manufacturing plant to Thailand or Malaysia.

Mr. Chairman, the question for this Committee and for Congress, is whether the
overall U.S. economy will benefit from freer trade with Mexico. in its submission to
Congress last week, the Administration stated that A U.S.-Mexico Free Trade
Agreement ‘‘can be expected to raise average productivity and real wages in both
countries.” And the Administration cites an economic study that suggests that such
an ?Ereement will create up to 64,000 new U.S.-jobs over the next ten years. ‘

. Like all long-range economic pro‘mions, I take those numbers with a dose of cau-
tion. But I am pleased that the Administration is firmly committed to a worker ad-
justment program that ensures that any worker who may lose a job as a result of
this agreement will receive “prompt,” “comprehensive” and “effective” adjustment
and training aisistance, ] )

For evidence you can rely on, since President Salinas began reducing Mexico "+
trade barriers 4 years ago, trade between our countries has doubled from $24 billion "<
to $48 billion a year with a U.8. surplus. . .




. Mr. Chairman, all of us have real concerns about Mexico’s commitment to safe
- working conditions, and environmental protection. I know that we are pressed for
time, so I will defer until our distinguished witnesses have completed their testimo-

. Ny

PREPARED STATEMENT OF CARLA A. HiLis
INTRODUCTION

Mr. Chairman and members of the Committee, it is a pleasure to appear before

u again to discuss fast track, the proposed negotiation of a North American Free
n te?'le' Agreement (NAFTA) among the United States, Mexico and Canada, and re-

issues.

For over half a century, the United States has followed a successful trade poli
designed to open markets and expand trade opportunities throughout the world.
That policy has stimulated economic growth here and abroad. It has been successful
oecause it i8 a bipartisan policy; it promotes the national interest; and it has been
made in full partnership between the Congress and the Administration.

That partnership has extended to the proposed NAFTA negotiations. Since before
Presidents Bush and Salinas first endorsed the historic idea of a U.S.-Mexico free
trade agreement last June, the Administration made it clear that the negotiation
would be done together with the Congress and the private sector. We sought your
guidance and that of other interested parties as we examined the issues surrounding

~ the NAFTA negotiations.

During these consultations, concerns were raised in the Congress and the private
sector about the initiative. Your March 7 letter to the President, Mr. Chairman, co-
signed by Chairman Rostenkowski, and a separate March 27 letter from Majority

. - Leader Gephardt, asked the President to respond to these concerns. Two particular

issues were raised: labor and the environment.
Last Wednesday, the President sent you his response. The President indicated his
rsonal commitment to ‘“close bipartisan cooperation in the negotiations and
yond.” We want to work with Congress, and our record shows we do work with
Congress. Over the past few months, the President convened a major effort to reach
out to interested parties in Congress and the private sector, to listen to and examine
their concerns, and to respond to them.
Today, I would like to summarize our action plans on labor and the environment.

ECONOMIC IMPACT

It is important to remember that we want to negotiate this agreement because we
think it will be in this country’s, and Mexico’s, best economic interests. Many have
expressed concern about the impact of the NAFTA on the U.S. economy.

e have drawn on a variety of economic studies on the impact of freeing trade

- and investment between the United States and Mexico. All point to a net positive

impact on the United States in terms of exports, output and employment.

» The analysis dealing with the issue shows net job creation in the United States.
¢ Our experience shows that Mexico is a large market for U.S. exports. On a per
capita basis, Mexicans buy more from us than citizens of the European Communi-
ty—$350 per person versus $266 per person.
. * Mexico’s ability to absorb new investment is limited. Even if direct investment
flows from the United States double or triple to $3 billion to $5 billion annually,

{- that increase will only amount to 0.4 percent to 0.7 percent of the $750 billion in
:.. annual U.S. domestic investment.

. The fears that have been expressed about massive capital and job flight have not

<" been supported by any serious economic analysis.

p

¥ A. Labor Adjustment

Studies also show, and experience would indicate, that some sectors might face

increased oompetitivetai:reasures. In a broad sense, society benefits when we focus

% our jobs and our capital in sectors where we are most productive. But we should not
.and will not forget that the transition to a new job can be difficult for individual

# workers and communities. Not ever¥ worker will keep his or her job once a NAFTA
is negotiated. Dr. Clogq‘er Almon of the University of Maryland, for example, esti-

“mates that under an FTA, the United States would gain 88,000 jobs and lose 24,000
‘over.10 years, for a net gain of 64,000 jobe.

4
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The most important worker adjustment program is a growing economy and in-
creasing job opportunities. Nevertheless, we cannot ignore the impact that the loss
of a job has on the individual affected.

Therefore, the Administration will work to ensure that the NAFTA contains pro-
vigions to minimize its potential for adverse effects on employment. The Administra-
tion also will meet its commitment to assist dislocated workers.

Specifically, within the NAFTA itself we will seek a transition period for sensitive
sectors in agriculture and industry. During this period, duties and other barriers
would be phased out in small increments so as to ensure orderly adjustment. To de-
termine sensitivity, we will rely on the advice of the U.S. International Trade Com-
mission, the Congress and the private sector. In the U.S-Canada FTA, the most sen-
sitive sectors received a 10-year phase-out. With respect to the NAFTA, we are pre-
ﬁrxd to consider transition periods beyond those provided for in the U.S-Canada

A transition period must be accompanied by safeguard provisions that allow us to
respond effectively and quickly to injurious import surges from Mexico or Canada.
In addition, when Mexican and Canadian imports contribute to injury arising from
an overall import increase, we necd to preserve our right to take action to limit
Mexican and Canadian imports as part of a safeguard action on imports from all
sources.

We will also need the specific ability, during a transition period, to act quickl,
against imports from only Mexico or Canada if injury to a sector is caused by tané
or other concessions made in the NAFTA. Such a safeguard mechanism should
allow us to temporarily suspend trade preferences negotiated in the NAFTA, includ-
ing reimposition of duties. For perishable agricultural commodities, we might need
additional mechanisms, such as the temporary “snap-back” provisions provided for
the first 20 years of the U.S.-Canada FTA. )

Another priority will be strict rules of origin. We must ensure that the benefits of
the NAFTA accrue to the United States, Mexico and Canada, and not to third-party
“free riders.” We do not want Mexico or Canada to become packeging stations for
third-country exports seeking back-door duty-free entry into the United States.
Rules of origin will impose clear, tough, and predictable standards for the benefit of
North American products.

In designing these rules, we will again rely heavily on the advice of the Congress
and the private sector. We also will draw on our experience with Canada, but know
that changes may be needed to reflect our trade with Mexico. We will seek, for ex-
ample, to strengthen the required North American content for assembled auto prod-
ucts.

These provisions should help to limit dislocations caused by the NAFTA, and we
do not expect there to be any immediate or substantial job losses. However, we have
a responsibility to be ready to-assist any dislocated workers affected by the NAFTA
who face adjustment difficulties. Effective retraining a?d adjustment programs can
facilitate adaptation to ongoing shifts in our economy.

As the President noted in his letter to you, Mr. Chairman, the Administration is
firmly committed to working with the Congress to ensure an effective, adequately
funded worker adjustment program—either throuﬁh enhancement of an existing
program like the Economic Dislocation and Worker Adjustment Assistance Act
{EDWAA) or through the creation of a new one. Any needed changes in U.S. law
should be in place by the time the NAFTA enters into force and could appropriately
be addressed in legislation implementing the NAFTA. Secretary Martin will discuss
the worker adjustment assistance issue in greater detail in her testimony.

B. Labor Mobility, Workers Rights and Labor Standards

Also raised in the context of the debate have been the issues of labor mobility,
worker rights and labor standards.

I have stated repeatedly that, by mutual agreement between the United States
and Mexico, labor mobility and our immigration laws are not on the table in these
talks. The Administration does not eontemrlate any provisions in the NAFTA that
would require changes in our immigration laws, with the possible exception of tech-
nical changes to facilitate the ten:sor iy entry of certain professionals and manag-
ers, as was done in the U.S.-Canada FTA. We would consult closely with the Con-
gress even with regard to this limited exception.

With respect to workers rights and labor standards, Mexico’s labor law and prac-
tice are stronger than is generally known. Mexico has strong protections in its Con-
stitution and laws, and the Mexican government also has a strong political interest
in and commitment to promoting workers rights. The problem is more one of re-
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sources to enforce that commitment, rather than an inadequate commitment or in-

. adequate laws.
ﬁain, Secretary Martin will address this issue more fully in her statement. I
would only say that one of the best ways to help promote workers rights and their
 enforcement is economic growth. Growth helps raise living standards and reduces
pressure for emigration to the United States. It creates more resources for enforce-
ment. It helps cut unemployment, plactag workers in a better bargaining position. It
leads to bitg_ger companies that are better able and more likely to comply with exist-

regulations.
mg‘l’ne United States and Mexico can and should work together on labor issues of
mutual interest. We are establishing a cooperative framework fo: mutual action in

this area, which Secretary Martin will discuss more fully.

THE ENVIRONMENT.

N Mexico and the United States agree that efforts at trade liberalization should be
complemented by efforts to enhance environmental protection. President Salinas is
determined to keep Mexico from becoming a pollution haven for North America,
and we wholeheartedly support him.

Mexico a comprehensive environmental protection law in 1988 that adopts
‘many of the same general approaches to protecting the environment as have been
applled in the United States. All new investments are being held to the higher
standards of this law, and an environmental impact assessment is required to show
how they will oom;l:ly.

Of course, good laws require good enforcement. Mexico is beefing up its enforce-
ment activities. It has imposed 980 temporary industrial closures and 82 permanent
closures for non-compliance with its laws. It has tly increased its budget for en-
vironmental enforcement and is planning to add 50 new inspectors for the border
region and 50 for Mexico City. And President Salinas recently announced his deci-
sion to close Mexico’s largest oil refinery, at a cost of roughly $500 million and per-
ha$ as many as 5000 {obs.

e can and will build on these efforts, both within the NAFTA and parallel to it.
A. Protection and Enhancement of Environmental, Health and Safety Standards and
Enforcement in the NAFTA

There is the mistaken impression that the NAFTA will weaken U.S., Mexican or
Canadian environmental, health or safety standards. I can assure you that the Ad-
ministration will do nothing in the FTA to weaken our environmental laws or to
diminish our right to protect the health and safety and the environment of Ameri-
cans

* We will not agree to weaken U.S. environmental and health and safety laws
and regulations as part of the NAFTA and will maintain enforcement of them.
¢ We will maintain our right to imgose stringent pesticide, energy conservation,
toxic waste and health and safety standards.
: * We will also seek to ensure our right, consistent with other international obliga-
- tions, to limit trade in items or products, such as endangered species, controlled by
international treaties.

A During the negotiation of any environment-related provisions, U.S. officials who
- are expert in the subject matter and who are responsible for maintaining the integ-
; rit&of U.S. regulations will be involved in the negotiations.
P e will also work with Mexico to enhance environmental, health and safety
~ standards regarding products, and to promote their enforcement. Such efforts would
~ be subject to full public and scientific scrutiny of any ¢ es before they would be
_ implemen! to ensure that human, plant, and animal health and the environment
are saft ed.
. B. Public Participation in the Policy-Making Process

As you know, USTR has over 1,000 private sector advisors from agriculture, in-
. dustry and labor. But our consultations to date on the NAFTA have convinced us
" that we need to broaden the participation in USTR’s private sector advisory com-
. mittees to include individuals with an environmental perspective and substantive

: ccordingly, we will be appointing environmental representatives to the Adviso
Committee on Trade Polg:)y and Negotiations (ACTPN), the Agricultural Policy Ad-
visory Committep (APAC), the Industry Policy Advisortyll Committee (IPAC), the

Intergovernmental Policy Advisory Committee (IGPAC), the Investment Policy ‘Ad-

visory Committee INPAC), and the Services Policy Advisory Committee (SPAC). In
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addition, the Environmental Protection agency will consult closely with non-govern-
mental groups as issues arise in the context of onfoingrU.S.-Mexieo environmental
relations, both within the NAFTA and in our parallel efforts.

We also believe that a review of U.S.-Mexico environmental issues is t::‘;il:n'opﬂam
as we embark on the NAFTA, with particular emphasis to the potential environ-
mental effects of a NAFTA. We.will prepare this review drawing on a variety of -
resources, - including consultations with. interested members of the public. The
review will be completed in a timely fashion, so that its results may be ‘taken into
account during the NAFTA negotiations and other bilateral efforts. We understand
that Mexico will prepare a similar review, and we will encourage it to do so.

C. Joint Environmental Initiatives

Beyond these efforts and commitments, we will pursue with Mexico an ambitious
e;n:!ironmental program parallel to the NAFTA negotiations. Such efforts will in-
clude:

* The design, by the end of 1991, of an integrated plan to clean up the U.S.
Mexico border. The plan’s implementation will largely parallel and complement the
NAFTA. The plan will cover air and water pollution, hazardous waste, chemical
spills, pesticides and enforcement. We will establish a process for public comment
on the plan during its design and for periodic review during its implementation.

¢ Expanded and enhanced cooperation and enforcement by both countries, includ-
ing such actions as providing an opportunity for the public to submit data to appro-
priate national authorities on alleged non-compliance and coordinated targeting of
potential violators.

* The establishment of a program of technical cooperation and training, which
will include facilitation of the sharing of pollution control technology.

President Salinas has made it clear that he will not permit Mexico to be used as a
pollution haven to gain short-term economic advantage. We have made it clear we
will not lower our standards and will work with Mexico to improve environmental
protection. Companies would be foolish to invest in Mexico on the assumption that
they can avoid environmental regulation or enforcement.

Need for Fast Track Extension

Mr. Chairman, the NAFTA negotiations present an historic opportunity for the
United States, Mexico and Canada to make progress on a host of issues. I think our
action prosram shows our determination, and Mexico’s, to advance our relations
along a wide spectrum.

. But to seize this opportunity, we need fast track. Since March 1, I have testified
before this Committee and many others to stress how critical an unencumbered fast
track is to our trade negotiations, whether the NAFTA, the Uruguay Round or the
Enterprise for the Americas initiative. I know you, Mr. Chairman, and many others
on this Committee share this view.

Let me reiterate several points. First, fast track will not determine the pace of the
NAFTA negotiations. We will negotiate as long as it takes to get a good agreement.
It would do us no good to rush the negotiations and bring back a package the Con-
gress and the American public would not support.

Second, we are not asking the Congress to approve the NAFTA. There cannot be a
vote on the NAFTA yet; we haven't even started negotiations!

The vote on fast track is a vote on a procedure, not a vote on the agreement itself.
What the Administration seeks a chance to try to negotiate an agreement. Mexico
and Canada have made it clear that they consider fast track essential for their par-
ticliigation in NAFTA negotiations with us. .

nally, nothing in the vote on fast track locks any Member into supporting (or

0 mmg) the N. 'A once negotiated. Should the Congress conclude that the

'A agreement, or for that matter any agreement reached in the Uruguay

. Round or under Enterprise for the Americas, is not in the national interest, then it
can be rejected by a simple majority vote of either House.

CONCLUSION

As the President noted in his May 1 letter to you, Mr. Chairman, and to every
Member of Congress, “our efforts toward economic integration will be complement-
ed btiexpanded p of cooperation on labor and the environment. The catalyst
for these efforts is the promise of economic growth that a NAFTA can provide, and
key to these efforts is the extension of unencumbered fast track procedures.”

‘e have pledged to work with the Congrees in this effort, and our action gllan is
concrete evidence that we mean what we say. The NAFTA presents a splendid op-

i
&




3

¢ portunity for progress. The alternative—not even to try to negotiate—advances

none of our goals. Indeed, rejection of fast track will set them back. Let us work
Z together, as we have since 1934, to craft trade agreements that promote trade and
¢+, progperity at home and demonstrate U.S. economic leadership abroad.

‘ ) RespoNsE oF CARLA HILLS 10 A QUESTION SUBMITTED BY SENATOR GRASSLEY

%, Question. Mexican trade officials have stated that due to constitutional con-
; straints, energy will be “off” the table. If energy is insulated from any full scale
"~ negotiation, I am concerned about what this may mean for our American fertilizer
. and petrochemical industries. If the trade agreement would leave the Mexicans free
= to price natural gas on a two tier basis; that is, natural gas going to their domestic
« ammonia facilities to be priced at lower than normal market rates, this would allow
7 the Mexicans to manufacture and sell ammonia in the US. market at prices consid-
i erably below our own domestic producer’s cost of production. You can see that this
~. would have an extreme adverse consequence for the American fertilizer industry. . .
. Will the U.S. negotiators insist on addressing this issue in their talks?
3 Answer. Mexican officials have not ruled off the table all energy issues. They have
" said that they will not agree in the NAFTA to change Mexican constitutional provi-
sions on energy. The Mexican constitution reserves ownership of hydrocarbons to
the Mexican state. The Constitution does not preclude negotiation of provisions af-
fecting energy trade and services. Although negotiations have not yet begun on the
- NAFTA, we do intend to address trade issues of the kind you raise. As you know,
*. Mexico does not now use the kind of dual pricing system you describe. Nevertheless,
we believe it is appropriate for all parties to agree in the NAFTA not to use that
type of trade-distorting price.

N PREPARED STATEMENT OF LYNN MARTIN

Mr. Chairman. Members of the Committee. It is a pleasure for me to be here
today to discuss the Administration’s request for the extension of fast-track proce-
dures that will be used, in part, to negotiate the President’s proposed North Ameri-
can Free Trade Agreement (NAFTA) with Mexico and Canada. The NAFTA repre-
sents an historical opportunity to demonstrate America’s commitment to freer
trade. Such an agreement would clearly have mutually beneficial provisions sup-
porting economic growth which in turn means opportunities for individuals on both
sides of the border. Moreover, the NAFTA will place the United States in a preemi-
nent position in an increasingly competitive world economic environment.

THE NEED FOR FAST-TRACK EXTENSION

-The extension of fast-track procedures is essential, not only to the negotiation of a

sound free trade agreement with Canada and Mexico, but also to continued effective
participation of the United States in ongoing Uruguay Round negotiations and to
the negotiation of trade agreements under the Enterprise for the Americas Initia-
tive. It should be clearly understood, however, that your support for fast-track is not
an endorsement of any particular agreement. By permitting an extension of fast-
.. track procedures, the Congress will not abdicate its power to review and accept or
: reject any agreement concluded by our negotiators, nor its ability to advise the Ex-
;.. ecutive Branch on the elements of an agreement as it is negotiated. Moreover, the
*; Administration will continue to consult with the Congress to assure that Congres-
.= sional concerns have been fully considered before the agreement is brought back for
4 approval. There is no doubt in my mind that Congress will continue to be a very
“ - gignificant “player” in the process leading up to a final agreement. Permitting an
- extension of fast-track procedures is simply an approval for the Administration to
negotiate trade agreements under conditions that will give our negotiators the best
3 ?esibie chance of obtaining agreements that are truly in the best interest of the
Jnited States.
5. Asthe US. Labor Secretary, I endorse fully what Ambassador Hills and other Ad-
¢, ministration officials have said to the Congress regarding the importance of continu-
* ing fast-track procedures. Without them, good agreements are simply not possible.
No negotiator—a labor-management negotiator, a member of Congress, or a trade
negotiator-—can negotiate the best deal possible for a client without the assurance
that the deal he negotiates will be the deal that is voted on at home.
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TRADE, ECONOMIC GROWTH, AND JOBS

Although the legal issue now before the Congress is the continuation of fast-track
procedures, the focus of attention has been on the proposed negotiation of a North
American Free Trade Agreement—a crucial issue for the future of U.S. competitive-
nees.

As we in this country face increasingly strong competition from abroad, it is im-
perative that we do all we can to assure that our businesses and workers have every
opportunity to compete on a fair and equal footing with their foreign competitors.
As recent evidence suggests, the vitality of our economy is increasingly dependent
on the ab%igtg of our goods and services to compete in the international market
R‘ll.‘aee. In 1990, U.S. exports accounted for 84 percent of our total economic growth.

rough the Urugua{ und and in bilateral negotiations with our individual trad-
ing partners, we will continue to pursue the reduction of foreign barriers to U.S.

exports and enforce the laws that protect our companies and workers from unfair

foreign competition.

But as we press for lower barriers to trade worldwide, we also must be continually
alert to unique opportunities that can act as a catalyst for more rapid improve-
ments in our economic expansion and competitiveness than would be otherwise
gible. In my view, the President’s proposal to negotiate a North American Free
Trade Agreement with Mexico, building on our existing free trade agreement with
Canada, is just such an opportunity—a “win-win-win” opportunity under which the
economies and workers of all three nations will benefit.

Not only is the NAFTA an opportunity, it i3 critical, in view of the increasing
strength of our trading partners. None of us can iginore the growing strength, pro-
ductivity, and overall competitiveness of the European Community (EC) and coun-
tries in the Pacific Basin region.

European Community economic growth since 1987 has surpassed most projections
and foreign investment continues to flow rapidly into Europe as investors seek to
locate within the continent to serve the European single market more efficiently.

The Pacific Basin countries—Japan, plus the four East Asian newly industrializ-
ing countries (NICs), Hox:f Kong, Taiwan, Korea, and Singapore—have made sub-
stantial inroads into world markets. Over the period 1980-1989, manufacturing pro-
ductivity in Japan rose at an average annual rate of 5.3 percent. The share of total
world exports accounted for by Japan and the four East Asian NICs rose from 10.9
percent in 1980 to 17.9 percent in 1989. Only by enhancing the efficiency of our pro-
ducers and the productivity of our workforce will the U.S. be able to keep up with
the dynamic economies of the Pacific Basin.

ECONOMIC EFFECTS OF A NORTH AMERICAN FREE TRADE AGREEMENT

Canada and Mexico are, respectively, alreadgy our number one and number three
trading partners. In 1990, nearly 20 percent of our exports went to Canada and
seven percent went to Mexico. Our proximity to those countries means that as their
economies grow, our op?ortunity to participate in that growth will be substantial.
Today it is estimated, for example, that for each dollar of irowth in Mexico, 16
cents is spent on U.S. goods and services and 70 cents of each dollar spent on im-
ports in Mexico is used to bug U.S. products.

The further reduction of barriers to trade under a North American Free Trade
Agreement will mean growth for all three countries, expanded export opportunities
for U.S. businesses, and new job opportunities for U.S. workers. For every 51 billion
increase in U.S. exports to Mexico, it is estimatedtelgv the Department of Commerce
that more than 19,600 export-related jobs are created in the United States.

PrANE
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The positive effects of trade barrier reductions can clearly be seen in our trade . L[

relatio’nsggs with Mexico in recent years. Since joining the GATT in 1986, Mexico
has reduced its highest tariffs on U.gj from as much as 100 percent in 1986 to
a high of 20 percent today. The average trade-weighted Mexican tariff applied to
imports from the U.S. has fallen by more than half, from 25 percent in 1985 to
about 10 percent today. By 1990, in the wake of that dramatic reduction, U.S. ex-
ports to Mexico had increased by 130 percent. This is almost twice the increase (73
percent) in U.S. exports to the world during the same period.

The elimination of trade and investment barriers among the United States,
Mexico, and Canada, will create a North American Free Trade Area consisting of
over 360 million consumers with a combined gross national product (GNP) of over

trillion. By comparison, in 1989, the twelve members of the European Economic :

unity had a population of 320 million and a GNP of $4.7 trillion. _
There are three studies that have been completed on the probable effects of a free

- trade agreement with Mexico: one condu by Professor Clopper Almon under ‘
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contract to the Department of Labor; another done by the U.S. International Trade

-on Ways and Means; and a third study done by KPMG Peat Marwick for the U.S.
", Council of the Mexico-U.S. Business Committee. All three of these studies—which
3+, use different economic assumptions and employ different methodologies—point to

the same result: the net impact of a free trade agreement with Mexico on the U.S.
economy will be positive. Broadly, all three studies conclude that:

¢ An agreement with Mexico that liberalizes trade in goods and services will
result in a net gain for the U.S. in terms of output, exports and employment.

¢ The positive, short-term economic consequences for the United States will be
»  relatively small because cf differences in the size of the two economies: Mexican
GNP is only about 4 percent of U.S. GNP. Nevertheless, the Clopper Almon study
©. predicts a net gain in U.S. employment of 44,500 jobs over 5 years and 64,000 over

- 10 years. Other studies have suggested even more U.S. jobs could be created.

o Although the effects of a free trade agreement with Mexico will be positive for
the United States economy as a whole, the results will not be evenly distributed
across sectors. There are indeed some sectors that will face incre: competitive
pressures as a result of liberalization.

In the action plan submitted to the Congress on May 1, President Bush made
clear his intention during the negotiations to ameliorate any adverse consequences
of trade liberalization which might occur in vulnerable sectors. In these sectors,
there will be longer staging of tariff and non-tariff barrier reductions and we-will
insist that the agreement contain an effective and timely safeguard mechanism to
protect any of our industries that may be seriously injured by import surges attrib-
utable to the agreement.

I want the Committee to know that the President and I are both very concerned
about U.S. workers who may be dislocated as a consequence of this agreement. I

also want to assure you that the Administration will ensure that resources will be

available to ease worker adjustment. In his letter forwarding the Administration’s
plan, the President made a commitment to work with the Congress to ensure that
there will be “. . . adequate assistance and effective retraining for dislocated work-
ers.” Whether provided through improvement or expansion of an existing pro-
gram—such as the flexible and responsive half-billion dollar Economic Dislocation
and Worker Adjustment Assistance program (EDWAA)—or through creation of a
new program, the President is determined to assure the timely availability of com-
prehensive services to U.S. workers displaced as a result of a NAFTA.

LABOR CONCERNS ABOUT NAFTA

I am, of course, well aware of organized labor's concerns about the proposed free
trade agreement and particularly their concerns about the possible wholesale move-
ment of U.S. investment to Mexico. I have had an opportunity to discuss these
issues in some detail with U.S. labor leaders during the AFL~CIO Convention in Bal
Rarbour and subsequently at other meetings.

I believe strongly, however, that the imistic concerns of organized labor about

_ the possible consequences of a North erican Free Trade Agreement are inaccu-
i rate. The view of organized labor, in my opinion, fails to give adequate consideration
.. to at least three very important factors:

“ ¢ First, it fails to acknowledge the movement of production to Mexico and other
-+ low-wage countries that has already occurred, and will likely continue even in the
.. abeence of a new agreement. G!obaﬂza’ tion of production is a reality. In 1970, 10 de-

. veloping countries had zones devoted to assembly operations for export, built pri-
. marﬁy using foreign capital. By 1986, 46 countries had such zones and 12 others had
- zones under development or in the ggaonning stage. In 1970, there were only 120 ma-
quiladora plants in Mexico but by 1990 there were nearly 1,900.

. Seoomt organized labor’s argument dismisses the positive effects that produc-
tion in Mexico can have on the competitiveness of certain U.S. industries and the
; positive effects it can have on maintaining .certain jobs in the United States. For
- example, DELTEC, an electronics manufacturer based in San Diego, moved some of
its :-intensive operations to Mexico and increased employment in the U.S. by 50
percen
i. ¢ Third, organized labor’s a‘.:fument ignores the potential benefit to U.S. produc-
i tion and employment that would accrue from increased exports to Mexico. Interna-
4 tional trade is dynamic. By increasing the standard of living in Mexico, a NAFTA
% will stimulate U.S. exports and create U.S. jobs.

Commission at the request of the Senate Finance Committee and House Committee .
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Labor leaders and some members of Congress have also aﬁ:ed that the dispari-
ties between Meoxico and the United States in the area of r standards are an
insurmountable obstacle to the nqiotiation of a fair and effective NAFTA.

As Secretary of Labor, I would like to five you my frank evaluation of the ques-
tion of Mexican labhor standards issues. It is si" iply not true that Mexican labor
standards are low. Mexican workers enjoy legal protections that are comprehensive
and in some ways exceed those provided by statute to U.S. workers. Many of those
rights flow directly from the Mexican Constitution, which not only guarantees such
basic rights as freedom of association, but also the right to earn a wage sufficient to
sustain the wage earner and his family. Other Constitutional provisions mandate
rights such as maternity leave, overtime pay, and maximum hours of work. There-
fore, no company with a good knowledge of Mexican labor law and practice would
tt‘nove operations to Mexico with the expectation of being able to exploit its work-
orce.

Labor relations in Mexico are governed by the Federal Labor Law of May 1, 1970,
and its subsequent amendments. The law is comprehensive and lates labor con- _
tracts, minimum wages, hours of work, legal rest days, paid vacations, the employ-
ment of women and minors, collective bargaining, strikes, labor courts, occupational
risks, and dismissal compensation—in short, virtually every aspect of worker protec-
tion that could be imagined.

Similar conclusions ;:Fardmg Mexican labor law were presented on April 30 in
testimony by the Genezal Accounting Office (GAQ) on its assessment entitled “Occu-
K;tional Safety and Health and Child Labor Practices of the United States and

exico.” The GAO report, developed in response to a Congressional request, con-
cluded that the United States and Mexico have similar laws to protect workers. In
their testimony GAO noted that both countries have laws and regulations restrict-
ing the work of children and both regulate essentially the same safety and health
hazards. For example, the report notes, the maximum allowable noise levels for an
gioggtflgg:!r shift in the textile and apparel industries is the same in both countries—

ecibels.

. Occupational safety and health legislation in Mexico provides substantial protec-
tion for workers. A system of Federal, state, and local tripartite advisory commis-
sions supplements implementation of elaborate legal provisions. Plant-level commit-
tees of worker and management representatives oversee enforcement on the factory
floor. Thus, enforcement of Mexican workplace safety and health laws depends on

" the vigilance and quality of the local committees. Some small- and medium-sized

firms do not have such committees. Not surprisingly, the number of accidents is
higher in firms that do not have safety committees. :

n my view, Mexico should be commended for its comprehensive approach to pro-
moting the interests of the Mexican worker. There are clearly some enforcement
problems, but these are due primarily to the large size of Mexico’s informal sector.
As in many industrialized countries,"Mexico also has problems with assuring full
compliance with labor laws and regulations in small- and medium-sized business.
But this should not be a reason to object to a free trade agreement with Mexico.

U.8.-MEXICO DIALOGUE ON LABOR 1SSUES

The United States and Mexico have begun a dialogue on labor issues. In March
1991, our two governments agreed to c.eate a Labor Working Group under the um-
brella of the U.S.-Mexico Binational Commission (BNC). In my judgment, having a
eon:;rsation and cooperating with our neighbors to the south on labor issues is long
overdue.

The BNC Labor Working Gr:)vtlxﬁ, which I cochair with Secretary of Labor and
Social Welfare Arsenio Farell, will hold its first formal meeting in August 1991 in
Mexico. I am looking forward to that opportunity to meet my Mexican counterpart
and to discuss with him matters of mutual concern.

In pre tion for the August meeting, the De) ment of Labor has been in con-

tact with the Mexican Secretariat of Labor and Social Welfare and the good will

and cooperative attitude we have found in Mexico augurs well for the relationship
between our two institutions. On April 26, a preparatory meeting of the BNC was
held in Washington, and officials from the two departments had an opportunity to
advance their discussions and exchange views. -

As a consequence of that meeting, on Mﬁ 8, 1 signed a Memorandum-of-Under-
standing and Cooperation (MOU) with the exican tariat of Labor and Social
Welfare for a broad-based program of technical cooperation to address labor issues
of mutual concern. The that will be undertaken under this agreement will
be carried out as the N. 'A negotiations proceed and will assure that labor issues

are addressed in parallel with our negotiations of a NAFTA.
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Under the terms of this agreement and the related action plan, our experts from
OSHA, ESA, ETA and other DOL offices will be working closely with their counter-
?arta in Mexico over the next several months to assure that Mexican labor law en-
'ortlaeément is up to U.S. standards. Areas of mutual cooperation under the MOU will
include: -

—Worker health and safety;
—General conditions of work, including labor standards and their enforcement;
—Procedures for the resolution of labor conflicts;
—Collective bargaining agreements for the improvement of work conditions;
ial security systems;
—Credit institutions for workers to purchase consumer durables and housing;
—Labor statistics; and
—Quality and productivity.

Particular early attention will be given to projects related to occupational safety
and health; child labor; and labor statistics.

CONCLUSION

In conclusion, Mr. Chairman, I want to re-emphasize that the negotiation of a
North American Free Trade Agreement provides the best opportunity at hand to do
something positive about an issue of concern to us all—-U.S. competitiveness. Let us
take this opportunity and work together to develop an agreement that can be of

* benefit to all three countries.

Our ability to seize this opportunity is critically dependent, however, on Congres-
sional approval of the Administration’s rcquest for the extension of fast-track proce-
dures. 1, therefore, strongly urge your aﬂproval of this request so that we can ex-
plore this very l\fromising opportunity with our North American neighbors.

Thank you, Mr. Chairman.

ResPONSES OF LYNN MARTIN TO QUESTIONS SUBMITTED BY SENATOR Rotx

tion No. 1. ] am concerned over the comparison being made between EDWAA
and TAA in the area of job é)lacement. namely, that there is a 70 percent placement
rate for workers receiving EDWAA training, ut only a 30 percent rate for those in
training under TAA. I understand that under EDW. there is a clear-cut, compre-
hensive data collection effort devoted to tracking job placement, but the same is not
true for TAA. Is this understanding correct?

Response. It is important to understand that, for EDWAA, the job placement rate
for a given year compares the number of participants who obtained a job upon leav-
ing the program with the total number of participants who left the program for any
reason, regardless of the services received while in the program. In] Program Year
(PY) 1988, the national job placement rate thus defined was 69 percenit. In PY 1989,
the rate was 66 percent. For TAA, the job placement rate for a given year compares
the number of applicants who applied for program benefits and who obtained jobs
with the tota! number of new applicants. In Fiscal Year (FY) 1389, the national job
placement rate thus defined was 30 percent. In FY 1990, the rate was 32 J):Mt

Both the EDWAA and the TAA programs have clear-cut, comprehensive data col-
lection efforts. They are, however, significantly different because of the nature and
structure of the two programs. The EDWAA program, which operates under an en-
rollment concept, collects data on services the enrolled individuals receive in the.
various approved cost categories such as readjustment services and training. As in-
dividuals complete such activities, they are terminated from the EDWAA program
and employment status is determined.

Under the TAA program, individuals are certified as eligible for a number of dif-
fering benefits: trade readjustment allowances (TRA), training, job search allow-
ances, and relocation allowances. There is no specific enrollment in a program;
rather the allowable services are provided to eligible workers on request. As there is
no enrollment per se, the concept of termination is not used. An individual may re-
ceive training and then go on to receive additional TRA, job search allowances, relo-
cation allowances, or get a job.

An important distinction between the populations served by the EDWAA and
TAAp is also relevant. EDWAA focuses on the permanently dislocated who
are not likely to return to their previous jobs, and the long-term unemployed;
whereas, in addition to the permanently dislocated, TAA serves workers who are on
partial layoff and workers subject to recall who are not seeking new employment.

Question No. 2. Is the job placement data collected on workers certified under
TAA mainly supplied by State employment agencies? Are all workers in training
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under TAA required to report to these agencies on whether they find a job after
completing training? Is every State reporting to your Department on the job place-
ments they may know about for TAA workers, or are some States failing to do so? If
80, which States are not?

Response. All data on the TAA program are provided by the State agencies who
are acting as agents of the Secretary in administering the TAA program. In most
cases this is the State employment security agency. Each State is required to report
quarterly to the Department of Labor on key workload data elements on the deliv-
ery of TAA benefits and services to eligible workers. Workers are not required to
report to the appropriate State agency as to whether or not they found a job after
completing training.

The Department has an evaluation study presently underway which aims to pro-
vide more definitive data on the TAA program. The final report for this evaluation
is due in September 1992.

Question No. 8. Under the 1988 Trade Act, Congress required the Labor Depart-
ment to seek agreements with the States to coordinate the administration of em-
ployment service, training, and supplemental assistance under TAA and JTPA. How
is this working?

Response. When implementing the 1988 amendments the Department revised the
State agreement as required under Section 239 of the Act. One of the modifications
included the requirement that the State agency develop an interagency agreement
with the State agency administering the EDWAA program when the same agency
did not administer TAA and EDWAA. Such agreements were executed in all appli-
cable States.

Reviews of State programs reveal that coordination is taking place in providing
services to TAA eligibles. Examples include funding of training, providing adjust-
ment assistance not available under the TAA program such as job search assistance
and providing assessment and placement services.

The FY 1990 State TAA reports indicate that nearly 25 percent of workers who
vi'fre eligible for and requested TAA services were also participants in a JTPA Title

program. :

Question No. 4. There have been allegations that the heavy emphasis on perform-
ance standards, namely job placements, under EDWAA has led to so-called “cream-
ing” —training those who reallgego not need it to the disadvantage of those who do.
Some of these problems have been uncovered in audits by your Inspector General.
How significant a problem is this and what steps are being taken to address it? How
many of these cases have been unveiled by your Inspector General? Precisely how
many workers are involved?

Response. The Administration is proposing JTPA amendments to address charges
of “creaming” in the Title II-A State grant program for the economically disadvan-
taged. However, “‘creaming” has not been viewed as a significant problem under
EDWAA, and the Inspector General has not identified any such cases under
EDWAA. The Employment and Training Administration is conducting oversight to
ensure that participation in EDWAA training activities is limited to dislocated
workers who need it.

EDWAA performance standards ensure program accountability. Performance
standards are reviewed every two years to determine their impact on participation
and services. A recent study by tﬁe independent Northeast-Midwest Institute de-
scribed EDWAA as a “notable model of Federal labor policy” and praised the Em-
ployment and Training Administration’s efforts to ensure the program’s effective-
ness through guidelines and performance standards.

Question No. 5. Under EDWAA, how many States actually have provided ‘“needs-
related” payments? Is this a completely discretionary State decision?

Rgs/xmse. Under the Economic Dislocation and Worker Adjustment Assistance
(EDWAA) Act, decisions to award needs-related payments are left to the discretion
of local service providers. During program year 1989 (the latest year for which data
are available), 186 substate grantees in 34 States provided needs-related myments to
EDWAA participants. Also in that year, about 6 percent of total EDWAA expendi-
tures were for supportive services, which includes needs-related payments.

. Question No. 6. at are the key differences and similarities between the train-
ing provided under EDWAA and that provided under TAA? It is my understanding
that training under TAA is often more substantive and comprehensive, and, thus,
provides for overall better pr?aration for reentering the worEforce. Is this correct?

Response. Both EDWAA and TAA make a variety of services available to workers
participating in their programs. Depending on the needs of individual workers, TAA
may provide training, job search allowances, and relocation allowances, while
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EDWAA may provide training, basic readjustment services, job referral, and needs-
related payments. .

EDWAA seeks to provide services to dislocated workers soon after they lose their
jobs so that they can return to productive employment. More than 60 percent of

DWAA participants receive training ranging from a few weeks to several months;
others receive basic readjustment services and job referral. The average length of
participation in EDWAA is 19 weeks, but 10 percent of all EDWAA participants re-
ceive training lasting 26 weeks or more.

In contrast, TAA requires that workers be certified as eligible for TAA benefits
and services, which may entail a delay of up to 60 days. Not all individuals certified
eligible for TAA in fact take advantage of TAA benefits and services. About 50 per-
cent of all eligible applicants for TAA benefits and services enter training. The TAA
reporting system does not collect comparable information on the length of training,
which may begin while an individual is still receiving unemployment insurance ben-
efits and not yet eligible for trade readjustment allowances. However, for all indi-
viduals who draw basic trade readjustment allowances, which includes individuals
_whzol are ii:her 4n-training or have received a waiver, the average length of benefits
is 21 weeks.

As mentioned earlier, the Department is conducting an evaluation study which
should provide more information on the TAA program.

PREPARED STATEMENT OF WiLLIAM K. REILLY

I want first to express my appreciation for the careful way this Committee has
assessed the issues of fast track extension and free trade with Mexico. I am very
pap;;y eﬁou have made an opportunity for me to address the environmental issues
involved.

EPA’s basic position on fast track and free trade for Mexico, as I said to the
House Foreign Affairs Committee over a month ago, is that failure to approve fast
track and a free trade agreement with Mexico would be not only an economic but
an environmental disaster. The economic prosperity Mexico should experience
under a free trade agreément will enable Mexico to strengthen its existing environ-
mental programs to achieve the rising levels of environmental quality it needs.

There are three questions that have been raised about the effect of a free trade
agreement on the environment that I want to deal with clearly and conclusively
before welcoming your questions.

“The first issue is easily dealt with. It involves the question whether we will agree
in a free trade eement to relax environmental or health protections on goods
coming into the United States. As is stated in the paper the Administration submit-
ted to you last Wednesday, ‘“The United States will not agree to weaken existin%'lrjs
pesticide, energy conservation, toxic waste or health or safety standards in the FTA
and we will maintain enforcement of them.”

The second issue is the charge that Mexico is a pollution haven which will lure
away US business seeking low environmental costs. No American company would
be well advised to relocate to Mexico on this theory. Mexico’s new comprehensive

- environmental law of 1988 is in part based on US environmental law and experi-

ence and in some respects goes beyond our law as, for example, in its requirement of
environmental impact statements on private projects. -
The new Mexican énvironmental law addresses most of the major concerns of US
llution control law, including sir, water, and hazardous waste, and SEDUE (the
exican environmental agency) has adopted many of our standards. President Sali-
nas of Mexico at his meeting with President Bush in Monterrey last November indi-
cated that this law would rigorously applied to all new investment coming to
Mexzico and that Mexico wants no dirty jobs. The requirement in the 1988 Mexican
law that an environmental impact analysis must be done on all new public and pri-
vate projects will be effectively used to screen out any fugitive polluting investment.
As another indication of Mexico's serious approach to environmental issues, it
was the first country to ratify the Montreal Protocol, and it has set a goal of phas-
ing out ozone-depleting substances on the same ambitious schedule as the United
States, rather than taking the additional 10 years afforded developing countries.
To achieve this ambitious goal, Mexico is the first country to submit project pro-
to the Multilateral Fund for implementation of their phase out. In addition,
EDUE, in cooperation with EPA, Northern Telecom, and the Industry Cooperative
on Ozone Layer Protection, will be embarking on a major technology transfer
project to eliminate the use of ozone depleting solvents in all electronics uses as rap-

1dly as possible.
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The third question raised about environmental effects of a free trade agreement is
the charge that an FTA will exacerbate poor environmental conditions in our
border area with Mexico.

First, as you probably are aware, EPA and SEDUE are doing a detailed Border
Environmental Plan to map out solutions of the pollution problems of the border
area. This assignment was made to SEDUE and EPA at the Monterrey meeting of
Presidents Bush and Salinas. The plan will survey the environmental needs in the
Border Area (defined in our 1983 Border Environmental Treaty as 100km on either
side of the international boundary) and review the appropriate roles to be undertak-
en by industry, municipalities, the International Boundary and Water Commission,
and the border states, as well as EPA and SEDUE.

The draft Plan, which is only the first stage of what will be a periodic process of
joint environmental planning for the Border Area, should be available for public
comment by the end of June and will be finalized before the end of this year. Secre-
tary Ch‘i,riilos of SEDUE and I plan to hold meetings on the subject in the border
area in July. :

Although the border plan is still very much in a discussion state, let me mention
three items in it that will be of interest to you:

¢ On water quality

There will be a review of the water pollution cleanup projects along the border
managed by the International Boundary and Water Commission we share with
Mexico. Our 1944 Treaty with Mexico assigns the IBWC a priority on water sanita-
tion and we are fortunate to have such an experienced binational entity to plan and
implement the border water treatment projects we will need.

* On air quality

We have agreed with SEDUE to do an air basin control plan for El Paso-Juarez,
and EPA will implement the new Sec. 815 of the Clean Air Act, under which EPA
can provide Mexico with extensive technical assistance on air quality regulation in
the Border Area.

¢ On hazardous wastes

SEDUE will be working with industry on the Mexican side of the border to devel-
op an adequate local hazardous waste treatment capacity.

Second, as to environmental enforcement in the border area as well as elsewhere
in Mexico, the following items are worth noting:

* Mexico has already started recruiting 50 more environmental inspectors for the
border area and has closed almost 20 enterprises in the Border Area in the last
month to get compliance with environmental requirements.

* SEDUE and EPA will provide the public with an opportunity to submit data on
alleged non-compliance with environmental regulations, and this policy will be im-
plemented in the border area.

* SEDUE and EPA plan to coordinate the targeting of their enforcement actions
where there are significant adverse transboundary impacts. We will also continue
our practice in training SEDUE inspectors of having them from time to time accom-
pany EPA ins ions on our side of the border, and of having EPA inspectors ac-
company SEDUE inspector trainees in inspections on their side of the border.

Let me add a few words about the extensive technical coo?eration and training
assistance to SEDUE we plan to make available for SEDUE’s environmental pro-
grams throughout Mexico, in order to reinforce the extensive efforts already under
way in the Mexican %)Jernment.

* The Commerce Department is establishing a US business committee to assist
small to medium sized Mexican business in meeting environmental standards.

¢ EPA plans to strengthen procedures for the exchange of modern monitoring
and tsurveillance equipment necessary for comprehensive environmental enforce-
ment.
¢ In addition to its technical assistance on air quality regulation in the Border
Area, EPA will be providing SEDUE with general technical assistance on enforce-
ment, pesticides regulation, hazardous wastes regulation, and standard setting.

M. EPA will also promote a program of transfer of environmental technology to
exico.

All this amounts to a greatly accelerated and intensified environmentfal quality
program in Mexico. We intend to develop and implement- this program of coopera-
tion in parallel with our negotiation of the FTA.
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I urge Congress to support the “fast track” procedures that will allow negotiations
between our two countries to proceed expeditiously. The NAFTA negotiations
present an historic opportunity for the United States, Mexico, and Canada to make
progress on a host of issues. The Administration’s action program shows our deter-
mination, and Mexico's, to advance our relations along a wide spectrum, particular-
ly with respect to the environment. To seize this opportunity, we need fast track.

A vote against fast track could stifle the spirit of cooperation that is necessary for
a coordinated approach to environmental issues in the border area. Rejection of the
key policy instrument needed to negotiate a NAFTA would deny Mexico the eco-
nomic resources it needs to vigorously pursue efforts to improve environmental
quality throughout its territory.

Environmental improvement will not occur in Mexico or any other developing
country without the economic development necessary to finance pollution reduction,
apply new technologies, support government programs, and pay for inspectors, regu-
lators, and prosecutors.

If I were to summarize the environmental argument for fast track and free trade
in a single sentence, I would ask the question:

“What do you think we would achieve on the environmental front if we reject free
trade with Mexico?” We at EPA have no doubt, as I said at the outset, that the
result would be both an economic and environmental disaster.
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Home i a wonden shack with 2 it
§ floor. cardboard covering the window

! holes ard wind whistiing through crachs N

10 the wabls .\ coloma canal Sows neur-
! by. its midky water dadhy polluted by un-
dustrial sastes - Even the goais won't

| dunk it sine the soung womar
Little money. She hares *he tumble-

L domn streaure with her Bied. hedrid-

tden [ather. an older sister who uhwo
Fworks in a maguila, four other teevle
, relatnes aid three Sichlv irlasts There
s no eleatiwity. and water ot be car
©ried in plastie buckets from 4 stardpipe
s three Blacks awad Meals are cooked

| on an open fite o on & vl prepane
Cburna. Dopite o maguily sanies,

P Yolanda and ber famiiy dre ar bitie
better than subustence tevel “The

morny.” she shrugs. “aa’t enough to

i mahe a chunge”

P Questons about worker caploitation
4 pation where unemphnment s en-
i demic draw ready repanders trom ma-

Generations. | noun umd
weathered as 1 aes 5o
Jromt son ceieg o Daze
vpen wuste drong or Reveow
Jorsenn o

P guila othaals - WeTe w1 torein
L countny and s 3 big musiang o impos
4 US wadues,” wans Jobe Rger o ace pres-
ident o Vertek o Thuana-cased clec-
Ctromes companrs. AdUS Trade dsavias
| o chief Alired Rick. “Are these
peopls butter ot with me or witkout
me”? The small wage gnes them the
ability to enpoy 3 decunt hfestyic 1hey
mas ret be baeg in i e of e,
{ but they aren tHyianving ©
b Some. though, are getng sk Inters
vy s dozets of emplosees st o
SO cemimaitios tarnied up Ganplanis
of headadies, visnn und respiratony
problerts and s discases ceused By
fsohlening lumes saiverts and other
chen wais partieulicl e the Cieen.
oy aserrsh andusing %oose plarts sep.
Dph protectine ghnes, tut few W omen
sear them buaatse they fumger Jowwr-
Ly and prosent the wora e bram an
hiinie s the tatpaced proguction swhd-
wles, T They e adhaatuge ol s Pocaasw
sworen ore ore doies sas Ravmey
worket Apolonnt Resendiz, 300 < The
men complain, so they do L et bired ™
Catalina Denman. a prefeswr at Bl
Culegiv de Sonora i Himuos b, has
studicd bealth coadizions among ma-
Pguita women o Nogakes sincs 198
©Among otfer problems, she finds that
§ workers mthe Amencan-owned plants
are three times o A o gove barth to
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infants of low weight as are other focal
women: half of these underweight da.
bies are bor prematurely. ~W
toxics.” Denaman savs. “We Y
study just what the jongterm cffeds
are from being evposed 1o all these,

chemicals and fumes.

The Mallory childrea. Dr. Lsabel de la
O Alonso knoss all 1oo well. Over the
past cight years. she has picoed together
aidence strongly suggesting an envi-
ronmental tragsdy that has gone largely
unacticed. In 1932, while operati
Maramoros school for special
tion, she began seeing retarded children
with unusual physical characteristics
that felt outside well-docuriented con-
ditiom such as Down'’s syndrome. The
children, with degrees of retardation |-
ranging from mild to profc
broad noses, bushy cycbrows, rhin lips,
webbed and deformed bands and feet
and other distinctive bitth defects. A
clinical history of thewr familics revealed
a single common thread: Each of their
mothers worked during her pregnancy.
at a now defunct electnical components
maquila then called Mallory Capacitors,

Dr. de 12 O has bocated 25 living Mal-
Tory chivdren. has documented another
hall dozen wha died shortly after birth
and suspects there are several others.
The mothees all (old her their jobs in-
voived washing capaciors—soall de-
vices that hold electrical charges ~in a
chemical mixture they hnew only as
elecorolito. As they worked with the big-
wid it would cover their hands and arms

and splash onto their faces.

Now in charge of special education
for the state of Tamaulipas, Dr. de ta O
suspects that the women were ¢
to polychlorinated biphensls, or PCBs.
widely used in the clevtrical compu-
nents industny before they were banned
by the United States in 1979. Today, the
Mallory children have passed the age of

uberty. and the insidious genetic de-
ects continge. Most of the girls have
not begun menstruation, and many of
the boys hiave undescended testicies.

In the absence of 1011 laws of strictly
eaforced EPA- and OSHA-wvle regufa-
tions, U'S. companies in Mexico are un-
der litrle more than a moral obligation
1o protect either thewr workers or the
emvironment. Some corporations —
Union Carbide fur example — are laud-
ed by uctivists for treating workers and
the environment well. Others can’t
claim the same honon. And maquila

owners say aliempts to

plants up to EPA standards
times stymied by the shovenly practices
of workers. “There's a ot of rgnorance

on the shop Ooor and old habits die
hard,” savy David Flowers, head of
is¢ Engineering in Tijuana.
SEDUE is the acroaym for the Mexi-
+ ¢an federal apency charged with sni(:‘r:

pmwuh " inandy y
+fetnale ifo mu‘;.;?«e
“She eams less than S an

R Y SR

5. Under 3 binational agree-
ment, maquilas are required to ship
their hazardouc wastes bzck to the
United States for disposal and to notfy
the EPA. But transpotiation and EPA-

ing the nation’s
René Altamirano, its durector of pollu-
tion prevention, vows: “The border will
never become a poliution haven for the |
United States.” But despite the best
of intentions. Altamirano concedes,

p d disposal of a single 55-gallon
drum of hazardous waste can wsf :‘l‘v!y-
thing from $150 10 $1,000. As » result,
most maquila wastes are stockpiled,
buried, dumped, flushed, burned or
“donated™ to charities for “recycting” ~

i ! chara issible

his agency is under severe handicap
SEDUE bas multiple responsibilities
nationwide, incloding housing and
ks, but its entire annual budget is
Just §10 million  While the United
States will spend™$24.40 per capita this
year on environmental protection, Mex-
K0 can afford to spend only 48 ceats—a
major increase from the 8 cents it spent
in 1989. Altamirano’s ﬁn;:cull});
strapped agency, for example, has onl
; two anspectors In cach of the six bor-
+ der states to investigate and ferzet out
eavironmental soofflaws.

' This inadequate supervision invites

an de p
under a loophole in Mexican law. s
1989, reports the EPA’s Kathleen Shim-
min, the agency received just 12 notifi-
cations of hazardous-waste shipments
being returned 10 the Umted States
across the California and Arizona bor-
ders. Last year, the total rose to 85.
“That's a small drop in the bucker”
Shimmin says. “Besides janboning, we
have no legal means 10 force these com-
panics to comply.”™

Those wha monitor the maquila in-
dustzy believe that big curporations,
with their moders plants and their keen

»
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. park in Matamoros, some 1.200 workers®
:::gm $80 milion RIMIR plant max- |

6,000 ap A
tv. RIMIR officials sav thelr hazardoud
asies are 4 locally i

ars 10 he a moded of

“We play by the EPA and SEDUE:

lv or repatriat- { H
ed to the United Stales, and the -
8| Iudumilreg- i

ciency and environmental rectitude. {.

rules, we have to keep our nose
the other maquilas,” suys Chuck Al

there is a dispote over the company’s.
practices. Environmentalicss ciain theip
tests of discharges from the RIMIR&H:
showed much highet rcadin&st‘hm
own tests. Last year, the
National Tatks Campaign Fund collect
ed some 100 separate samples {rom i,
charge pipes at 23 U.S. plants in Mexdeo."
Chemict Marco Kaliofen says X
federally uppeoved laboratory found that,
the RIMIR sample contained xylenes—:
common solvents thal can cause
tiver, kidney and brain dantage—in &
conceniration of 2,800 parts per milly
g:pm) Kahofen abo says e me: 3
ischarges of cthy| benzene xt lm-
acctone at 36 ppm, methylenc chl aL,
4 ppm and tofuene at 5.7 ppm. The
£PA’s cumolatine ‘P:rw}is‘lx‘ble.limil for

and we are the environmentat ieader of 4

ist, RIMIR's ma directos. -
gl o oy howgeer

US. waker-inliy

ined pH levels so se-'

all toxic organic
from industrial plants like RIMIR 5213
m. and some state-standards are evea
r. SEDUE's standiards closely paral-
Iel the EPA's.
RIMIR officials say they are mysti-
fied by the high readings and are anx-
jous to correct aoy deticiencics. Their
routine tests conducted by an indepen-
dent laboratory at roughly the same
time as Kahofen's last yca: showed xy-
Ienc discharges of 0.56 pper. Their tests
for the othet cheqicals all showed read-

h‘go?'fkn than f ppm.

ution problems are evident else-
where along the border. NTCF's tests at
other plants found concuatrations of .
hazardous materials in some samples
thal weee 100 high 0 measure accumte-

vere they would cause acilic of caustic
T Beyond. the dicharges, other

t a other -
tices by some US. ﬁrrvxx:'alm de::cde
the eavironment. Adjacent to the Rey-

-+ nosa industrial park that is home to scv.

cral major corporations is » massive
n dump that contains acre after ire

of industrial detritus - plastic, metal,
rubber, resins. paint sludge. Foul-smell-
ing slime leaks from drums marked “Ze-
ofth Plant No, 12" Zeahh Electronics
John Taylor acknows

Loy T.xdohh‘:emdamxhlhc
Ad says.“Wearea COTpo-
rate citieen in Mexico.” Both SEDUE
and Reynosa municipal officials, howev-
cr, say they have not authorized the area
1o be used as a dump.

The ic-health threat from the
Xinds of solid wastes found at the Rey-

nosa dump is gencrally confined 1o the -

tocal area. But poliuted industrisl efflu-
cnt and untreated sewage from the ex-
wdm; population of the cities and co-
ias are migrating into the United
States and creating scrious water-bormne
blems north of the border. In

that the company, which employs
as many as K0.000 woekers at its Reyousa
facility, dumps its bathroom, kitchen, of-
fice and noohazardous industrial trash
here but says toxic wasies are returned
10 the United Siates. “This [site] & 3
SEDUE-licensed disposal facility and

bealth p
Tijuana, toxic efituent from the industsi-.

al park at Otay Mesa mixes with 12 mil-
lion galions of raw sewage discha :ge;
daily into the Tijuana River. The
then flows north before cmpiying into
the Pacific Ocean at_imperial h,
Cahf.. south of San Diego. Some 24

ly. Water at 16 of the 22 sites,
says the , violated Mexican and
o
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