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How Other Countries See
Washington, D.C.

The Japanese, in the
Japan Economic Joumnal, say:

Influence in Washington is just like
Indonesia — it’s for sale.

The British,
in The Economist, say:

Washington’s culture of influence for
hire is uniquely open to all buyers,
foreign and domestic. Its lawful ways of
corrupting public policy remain
unrivaled.

The Dutch writer,
Karel van Wolferen, says:

A big part of the problem is that
Americans can be bought so easily.

/

. Chapter 1
4
Out Traded — Again

On November 1, 1992, President Carlos Salinas de Gortari ad-
dressed the Congress of Mexico. He appeared as a conquering
hero, having just concluded the most successful trade negotiation
in Mexican history — the North American Free Trade Agreernent.

With pride, President Salinas explained how Mexico had out
negotiated the United States. Under NAFTA, he said, Mezrican
manufacturers would have immediate access to the rich U.S. and
Canadian markets, yet Mexico would be able to keep vital parts
of its market closed to American and Canadian companies for
another 15 years. He also said:

Exports to Canada and the United States will increase
following the elimination of quotas and duties — some to
be eliminated immediately and others gradually. Mexico
will also open its market, but will do so more slowly,
starting with those products that we [Mexico] do not pro-
duce, or productions with which we are better prepared to
compete. In those sectors in which we are less efficient, we
were granted longer terms to open our markets, whichrange
between 5 and 15 years, and allowed time to modernize,
produce and distribute more efficiently, and thus compete
more successfully. This procedure takes into account the
different degrees of development in the three countries.
This is why 84 percent of our exports will immediately be
free from import duties to enter the [U.S. and Canadian]
market. We, in turn, will initially be open to 42 percent of
the products they send us, which consist mainly of raw
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materials and capital goods that are not manufactured in

Dne by one, they responded. Al said that they would contrib-
Mexico.

£ One businessman qaid, ** 1 have won SO much money 11 the‘si.

g years that 1 commit myself 10 contribute a greater amount.
alone, pledged $70 million. o -

A $25 million political contribution 1S serious money.N :FYA
 men, it would be money well invested because

BS

would guarantee the advantages that President Salinas had gained
pr them.

‘The Salinas address was televised throughout Mexico. In
days that followed. the government-dominated media praised the
agreement and repeated over and over the benefits that NAFTA
would bring to the people of Mexico.

The media, however, did notidentify the tiny handful of people
in Mexico who would gain the very most from this trade pact
They are the 36 businessmen
conglomerates. Collectively, their companies control more than
54 percent of Mexico’s Gross National Product. These companies
dominate virtually every sector of the Mexican economy of any -
consequence — banking, insurance. steel, transport, manufactur-
ing, engineering, construction, real estate, and telecommunica-
tions. among many others. When the Mexican government sold
off big chunks of Mexico’s state-run companies in the late 1980s

and carly 1990s, this tiny handful of people quickly acquired
control.

Advantages of NAFTA for Mexico

fmr.king

i e
More than 80 percent of the trade between Me)ucho ?rf\rcl ',mm
United States moves by truck. If NAFT‘A is eqacte.d. (; a B 'sh '
volume will double and then double again \.Nnhm this decal h(.)uses
owners of the trucking companies. terminals, and ware
i ; profits.
will reap enormous pro | )
NAFTA gives Mexican investors., such as lht? ?9 el(\lte :‘:s :
pessmen at the Salinas dinner, 2 distinct competitive & v?or lgn -
in the U S.-Mexican trucking industry. The agrecn.\etn(:,Mex.lco
. & _owned trucks to Cross n
nce, does not allow U.S.-own¢
i’l:r three years, even though Mexican trucks already are allowed
to move goods into U.S. border areas. s
NAFTA also permits Mexican investors to holfl one hun r:'f;: X
rcent of the stock of US. international tr.uckl.ng compaearS
(those authorized 10 dobusiness in both countries) just glr‘e(;: z o
afle; the deal 13 ratified. Yet, u.sS. investors.cannol I\ one
hundred percent ownership in a similar Mexican company
the 11th year of the agreement. '
Because Of these unequal 'mve§lmem rights o and
NAFTA, Mexican trucking companies can assure eir ku "
Mexican customers a guaranleed level of ser(;/\ce uffotmNF:;'r }: °
i 1 imost from the day a [
delivery, and will do so a . ) -
enac(c?ll. By contrast, U.S. trucking compames must wait
years before they can offer the same service.

in late February 1993, President Salinas hosted a private
Jinner in Mexico City for 29 of these Mexican elite. Over smoked
<almon. beef medallions, and wine, an aide to President Salinas
pointed out that each of the men at the table had benefited from
the present political system. Each of them had profited from the
economic reforms of the Salinas administration, and all would
henefit from the new trade agreement. The aide spelled out the
details of a political stush fund that President Salinas wished to
create.

Then President Salinas spoke. He told the businessmen that
when he leaves office in 1994 (Mexico's president has a six-year
term limit). he intends to leave his ruling political party, the PRI,
strongly in control of Mexico’s government, as it has been since
1929. But to do so, Salinas said, required money. He asked each

of the 29 businessmen to make a $25 million political contribu-
ton.

embodied in
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More important, NAFTA jeopardizes the safety of American

travelers. !n order to make U.S. highways safe, U.S. trucks must :
comply with federal standards concerning weight, size, mainte- i

nance, and engine emissions levels. Very strict regulations are

also imposed on American truck drivers. These regulations set

tough standards which cost American trucking companies
money, but are necessary to keep U.S. highways safe.

_ NAFTA makes a mockery of these safety standards by open-
ing _U.S. roads to trucks and drivers who do not meet ;l)JeS
minimum safety standards. U.S. trucks, for instance, are re uir.cti
1o have front brakes, but Mexican trucks are not. US (ruckg must

meet tough repair and maintenanc i
enance regulations, b ic
trucks do not. ® ut Mexican

I'he United States imposes an 80,000 pound weight limiton a
mfck; Mexico's weight limit is 170,000 pounds. U.S. highways
bndgcs. and wnnels are designed for U.S. weight standards zo;
Mexican weight standards. Under NAFTA, Americans car; ex-
pect to see overloaded Mexican trucks that will crush our high-
ways and reduce the usable lives of our bridges and tunnels UgS
taxpayers, of course, will foot the repair bill. S

['chrill and state agencies are supposed to keep overloaded
unsafe |rgcks off the U.S. highways. But these agencies are sc;
understaffed that adequate inspection is simply impossible. At
the I.Jurcdn, Texas border crossing, for example, there .are (;nl
two inspectors from the Texas Department of Public Safety Yci’
more than 700 trucks a day cross into the United States ‘Thi;
:flquals one truck every four minutes per inspector. And tlh.at‘s if

e i,::ill‘:i;,j:yvj:::,)f:paced over the entire twenty-four hour day
anc inside the United States, the Mexican trucks will be
subjectto U.S. weight limits. Roadside weight inspeclio‘n stations
are used 1o enforce these weight limits. However tmckc;s share
information with one another about the localio;x of lhe.v‘vcigh

ﬁluuluns. and ll\Fy frequently change their routes to avoid weigh
stations and safety inspections.

OUT TRADED — AGAIN

¢ Many of the drivers of these Mexican trucks will not meet the
imimum safety qualifications required of U.S. truck drivers.\

yareeligibleto geta commercial driver license Mexican truck
drivers need only be 18 years old. American truck drivers must
ass tough, standardized licensing tests. The Mexican tests ar¢
much easier. American truck drivers are subject to random drug
sts, Mexican truck drivers are not. To prevent fatigue, American
truck drivers can only drive 10 hours per day and no moreé than
60 hours per week. Mexican truck drivers can drive an unlimited
number of hours per day or week. The driving records of Ameri-

" can truck drivers can be accessed immediately by law officials

anywhere in the United States. The records of Mexican truck
drivers operating in the United States cannot be accessed.

Finally, U.S. truck drivers are required to have a working
knowledge of English before they can get a commercial license.
The ability to quickly read road signs is vital. Yet, Mexican truck
drivers intending to drive in the United States do not have to read
English to geta Mexican commercial license authorizing them to
drive in the United States.

Not surprisingly, many Mexican trucking companies already
take advantage of Mexico's low standards and almost total lack
of enforcement. A check of 271 Mexican truck drivers operating
inside the commercial zones of Arizona and New Mexico found
that 19 percent had no commercial drivers license, and that 81
percent of their vehicles did not have a certificate of registration
required by the Interstate Commerce Commission. In essence,
four out of every five vehicles was unregistered, and one of every
five drivers was unlicensed. Do you suppose they had insurance?
When the United States has attempted to enforce its highway

safety laws on Mexican trucks, Mexico’s border officials have
retaliated against American citizens, and Mexican truck drivers
have blocked the borders.

Even if the U.S. and Mexico develop some common standards

for trucks, drivers, and highway safety — as they are supposed to
dounder NAFTA — itis doubtful that they will, or can, be enforced.

nerican truck drivers, for instance, must be 21 years old before \

——
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Under NAFTA., therefore, Mexican truck drivers — qualified -
or not. fatigued or not, able to read English or not — and their ;
Mexicans trucks — overloaded or not, well-maintained or not —
will soon be on U.S. highways. These Mexican trucks can already
come into the commercial areas on the U.S.-Mexican border.
Within three years, they will have full access to the states of
California, Arizona, New Mexico, and Texas. Within six years,

they can go anywhere in the continental United States. Do we
really want this to happen?

As difficult as it is to believe, highway safety is only part of the
problem with the NAFTA truck provisions. Under NAFTA,
smuggling drugs into the United States will become much easier.

Mexico is the principal staging area for the shipment of illegal
drugs into the United States. The New York Times reported that
up to 70 percent of the cocaine consumed in this country is slipped
across the U.S.-Mexican border by smugglers working with
Colombia’s Medellin and Cali drug cartels.

Today, much of this drug movement is done by illegal immi-
grants carrying the contraband across the border. Drugs are also
smuggled under the border through tunnels. For instance, in early
June 1993, U.S. and Mexican officials discovered a partially
completed 1,450 foot tunnel for smuggling drugs. It was con-
crete-lined, fully-lighted, air conditioned, and it extended froma
warehouse in Tijuana, Mexico to just outside of San Diego.

If NAFTA is enacted, drug smugglers won't have to go to so
much trouble or expense. They can just transport their illegal

kS
goods across the border in trucks, and do so with very little fear ¥
of being caught. U.S. customs officials are already so overworked
that they often have less than five minutes to inspect the cargo in M

trucks crossing the border from Mexico. This isanopen invitation
to smuggle.

s

. . . . 31
Colombian and Mexican drug traffickers are accepting the 2r
invitation. According to the same New York Times article, U.S. #

drug enforcement officials report that these dealers have bought

OUT TRADED — AGAIN

i an use as s for
factories and trucking compantes that they can use as fronts f

muggling operations. Once NAFTA is passed and Mexican

trucks have easy access into the United States and Canada, firug:‘
will be hidden in goods and shipped Lhrolughou(b;hebfgr:(t)n(\)e;;\e;
i i ill soon be a
dealers operating out of Mexico wil
l?dorzrg—to-door delivery anywhere in the United States and Canada.
Is overnight service far behind?

Here is the really amazing part. The ‘I‘Vew ‘Yorkazmezs?t\)?;)-
reports that U.S. NAFTA negotiators had forcseenh e;pc:ie v
sty that drug tratfickers would take a.dvantagc of the rade ?rh :
l[tlzut] the problem was not rai.sed during the m?gou;:(:lr:‘sl.g ohe
United States spends $10 billion per year ﬁ‘gh\t:/r;‘g he drug e
and to keep drugs out of the Un}tefi States. Why
central part of the NAFTA negotiations?

tate - - . _
ne?l"hE:U nited States haslong permitted foreign investors, !nclulc‘i
ing those from Mexico, to own one hundr.ed percent of vxrt:an 3'
angy type of real estate within its boundaries. On the (?lher .ath‘“;
Mexico haslong restricted foreign owncrshlp offre;ﬂ:;vl?: ::,;s "
i ies lleged objectives O |
its boundaries. One of the alle ves e

; foreign investment.
the markets of both nations to stme

(:vp:snlhe goal, it was not met. Under NAFY/'\. Mexican mvdc'st‘(.)r:(s:,t
such as those at the Salinas dinner, will continué to enjoy adisti
advantage over U.S. investors.

i i for

Trade and investment in agriculture, livestock, ar.\d lur.nbers.(om

instance, is a key part of U.S.-Mexican trade. Mexican m;/e [;

il stil b s, forests,

will still be allowed toown one hundred pergen;J ofs fgrm;stors .
state i United States. But U.5.1nV .

and other real estate 1n the S e rorise
i i e than 49 percent ol any pris

restricted 10 owning no mor . L of any s

i : forest land in Mexico. Only ‘

that owns agricultural or forest. . ‘ *
are allowed to own controlling interest of land in Mexlco that

used for agriculture, livestock, and lumber production.

U.S.investors are f orced to find acontrolling Mex.\ca;: psn?;zi
S.investors ' ‘
while Mexican investors are free to act on their own in the

States.
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Communications
NAFTA also favors Mexican investors in the communications

sector. Mexican investors, for instance, can hold one hundred .

percent ownership of U.S. cable television systems or companies
that provide cable television services in the United States.
Under NAFTA, however, U.S. investors in Mexico can only
own, directly or indirectly, up to 49 percent of similar enterprises.
What's more, only Mexican citizens or enterprises are permitted
to operate a cable television system in Mexico. Again, Americans
wanting to invest in Mexico's cable television industry need a
well-connected, and controlling, Mexican partner.

Construction

'According to the NAFTA proponents, the agreement will
stimulate a major construction boom in both the United States
and Mexico. Butunder NAFTA, Mexican investors will be better
able to profit from this new activity than their U.S. counterparts.

Why? Because NAFTA allows Mexican investors to own one
hundred percent of construction companies doing business in the
United States, but limits U.S. investors to 49 percent ownership

in Mexican construction companies for the first five years of the
agreement.

In exceptional cases, U.S. investors can own a majority interest
in a construction company doing business in Mexico, but ap-
proval by the Mexican government is required on a case-by-case

basis. Having a Mexican partner in such instances is an unofficial
obligation.

Banking

As part of Mexico's economic reforms, President Salinas sold
I8 government-owned banks. They were bought by Mexico's
cconomic elite. NAFTA ensures that these new owners retain a
tight grip over Mexican banking for at least another decade.

Today. only one U.S. financial institution — Citicorp — has
a deposit-taking operation in Mexico, and itonly has $500 million
of Mexican deposits. Meanwhile, there are at least six Mexican

) ag;"';u:"v‘; ey
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OUT TRADED — AGAIN

banks operating in the United States, with U.S. deposits of more
than $5.6 billion.

Under NAFTA., Mexico keeps its largest banks “off limits™ to
U.S. investors by limiting all foreign ownership of the bank’s
common stock to no more than a total of 30 percent. NAFTA
allows U.S. banks to establish operations in Mexico, but limits
all foreign banks from controlling more than eight percent of the
entire Mexican banking sector. This market share would increase
to no more than 15 percent by 1999. However, if non-Mexican
banks reach the point where they hold 25 percent of the Mexican
market between the years 2000 and 2004, Mexico can freeze the
foreign-owned market share at that level until 2007.

Evenif NAFTA is enacted, U.S. banks will be prohibited from
enjoying the full benefits of NAFTA until the year 2007. There
will be a total lack of banking reciprocity between the U.S. and
Mexico for another 13 years. Who negotiated this one?

So why are U.S. banks such strong supporters of NAFTA?
Because banking operations in Mexico are not subject to the same
strict regulations as U.S. banks — the regulations that are de-
signed to protect U.S. depositors from speculative investments
by the institutions that are holding their money. For example, a
bank operating in Mexico may participate with more freedom in
securities-related investment activities. This means that U.S.
banks will have every incentive to get their U.S. business custom-
ers to establish affiliates in Mexico. Once the customer is doing
business in Mexico, the banks can take an equity position in these
enterprises and provide a wide array of very speculative and
potentially very profitable services that are prohibited by U.S. laws.
Auto Trade

Clearly, the Mexican negotiators out-traded the ULS. negotiat
ing team in the areas of land ownership, communications, _shlp-
ping, and banking. But it didn't stop there. The U.S. negotiators
stuck to their strategy and gave away more American jobs.

Auto trade among Mexico, the United States, and Canada
accounts for more trade than any other single product. One of
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M
@-’U N ,
b Athe reported U.S. goals in the NAFTA negotiations was o elit -
(\r)' nate Mexican and Canadian restrictions on the production il
V V;&lc of cars.

S If that was the goal, the U.S. negotiating team failed spectablig
larly. By the end of the negotiations, the U.S. team had agrees
pv 5@ to let Canada continue 1o require U.S. automakers who sell '
\ " Canada to manufacture most of their vehicles there. The US
jll/b cam also agreed to allow Mexico to keep most of its aot

Y

investment and production restrictions in place for another teag
0O years. Meanwhile, the U.S. auto market remains virtually openSi

Q) Even worse, the United States also agreed to immediately dro
its tariffs on automobiles imported from Mexico regardless
x whether they are manufactured by European, Japanese, Mexic

4 or American companies while allowing Mexico to keep half its’

X tariffs on vehicles produced in the United States. The remaining

) ‘.}}f Mexican tariffs would be phased out over a ten-year period.

W 0/ The bottom line is that NAFTA will allow U.S. automakers 0
!

replace American workers with low-wage Mexican workers. At °

N - the same time, European and Japanese manufacturers will gain
A\ . .
AN ~ ¥ easy access to the U.S. markets. Northern Mexico will replace

Y
\]J\/ , Detroit as the car production center of North America.

Agriculture - :

The NAFTA deal on agricultural trade is just as bad. Under
NAFTA, only Mexicans canown land thatis used for agricultural
production in Mexico.

of

Also. NAFTA allows Canadian wheat producers to keep the
price and marketing advantages over U.S. producers that were
negotiated in the 1988 Canadian Free Trade Agreement. In wheat
markets. just a small price advantage makes a big difference in

Q</ Wales.
@ \‘)J‘ The U.S. citrus industry will also suffer under NAFTA. The
'@ United States must immediately cut its tariffs on the import of
frozen concentrated citrus from Mexico in half. In contrast,
\Lq,rr Mexico only has to phase out its 20 percent duty on imports of
y h pha percent duty on impo
US. citrus over an extended period of time. NAFTA will accel-

)

10

income taxes; 1088 of social secunty payment
gnemployment compensation paymemnts.

OUT TRADED — AGAIN

i s citrus export operations. In the
estment in Mexico s citrus €xp : ‘
imFloridu's citrus industry will be deva.sta‘led. Today,
:s citrus industry employs 145 000 workers 1n the grow-

0 CSS.\ﬂg d.lSU'.lbU[.lUn. and markeung Of curus pr()duct\
3 ¥ A

A also exempts Mexico from the U.S.Meat lmp;n;t Gcg
h limits the amount of imported beef that can en Mcx{c(;
kets. At the same time, the agree:mem will give fexic
uiéled access to U.S. and Canad;@ feed grm?s, :)vcexSSing
4s to develop a large scale catde-fe‘edn:% iz;?dot;e& ‘;p{J cesine
gustry. The result will he a ma.s.swc_.‘o L of e ot push 10
dustry from the United States 10 Me?m. s s
ap wages. low safety standards,
; t:g(‘),:n;:?agciigis;:sqg rcsugll, more American jobs will be lost.

i auses a triple-dip: 10ss of needed
nemember, each lost jub causes a P P . and  creased

The Real Deal

. . .
Just after the private Salinas dinnerin February \:\9;::: ::/(;:rr; .
and the pledges became 8 major‘U.S. and Mexut: n e e
Soon afterwards, President Salinas agreed no D

_°° ised political funds. The source of the nf:ws le.ak as n ot
t‘:e:“ideng%ed'. The most likely explanation 1S thatt‘ (x)t ng\ '?:55}\1
the elite 29 Mexican businessmen at.the 'dmnerp w 0 0 e,
to make a $25 million political contribution to Prest

Besides, each of the businessinen already has most of what he

. . A,

wanted included 1 NAFT o l
Ultimately, NAFTA isnotatrade agreement butan {nveslunrl\zr;t

agreement NAFTA’s principal goal s t0 protect t'?re“ 1qve:ccom

: ' i ses in Mexico. This1s -
S companies that build factor\es in Me S
o{i‘sjhed by rgduc'mg the risk of nationalization, by permm;.ng.tllgz
; rofits to US. businesses, and by allowing unlimi

return of P rkets for goods P“’d“ced in Mexico.

access 1o the Amcricun ma

11




lmllr::gl to Mcxnsos,which average only about ten percent, will mean
o most U.S. companies and wo ’
. S rkers. The reason is si
: ' mple:
m::}cg s market is small — less than five percent of the sizg of
the S. mark.et — and Mexican consumers are poor. Mexicans
e per capita incomes that are less than $2,500 a year, or

roughly one-tenth that of someone i i
. in the U :
making that little can’t buy very much. nited States. A person

Yc[g)ul;.«sez\nyonc fr(;nl\ the United States benefit from NAFTA?
s, owners of labor intensive compani .
yos. the . s panies that move their
CLL::)rlftsbl(:hMemco. They can save a minimum of $10 000 for

y job they move from the United States to Mexico. In the

process, they can avoid U.S. envi
. D, environmen
regulations. tal, health, and safety

| 31(;1(;13:(18. this job §hift is already happening. Today, more than

Memco,', ﬂi’rclompames are operating more than 2,200 factories in

flex ’_.///f:% employ more than 500,000 Mexican worke
Mostof these jobs were once held by American workers

\T- Tv- . - N
"mv(m;y.. mmmapdf more UTS; conipanics are being urged to
" e their factories to Mexico by the Mexican government b
"fm;;;th]z"l;wam a foothold in Mexico, and by junk bond deal‘erg
passes, it will i ‘
 onics ill remove any final doubts for those

A . >

person can only wonder why and how a trade agreement so

b ) .
farmful to us. |n.lerests was negotiated, and whose interest was
oremost in the minds of the U.S. negotiating team S

Chapter 2 \Srp\“j\
p Secret Deal ~

The world almost had a bank panic over the weekend of August
14 and 15, 1982, when the Mexican government suspended
payments on its international debts.

To forestall a world financial panic,a Mexican bailout package
was stitched together over that weekend by the U.S. Treasury, the
International Monetary Fund, and the World Bank. But there was
a price. Mexico had to commit to privatize its state enterprises,
lower wages, reduce ymports, expand exports, and attract more
foreign investment.

Subsequently. the strategy was ruthlessly pursued. In quick
order, Mexico slashed its public expenditures and cut its imports.
Mexico also sold off dozens of state-owned enterprises.

Toatract { orcign-owned factories, Mexico reduced the wages
of its workers and promoted its Maquiladora Program. This
program allows foreign investors in specially designated areas of
Mexico to hold one hundred percent ownership of factories.
These factories produce mainly for export, and most of their
products g0 10 the United States. Yet, Mexico kept most of the
Mexican economy «off limits” to foreigners.

When President Salinas came to power in 1988, Mexico
accelerated its economic reform program- Salinas also acceler-
ated Mexico's efforts to attract foreign factories. In 1989 and
early 1990, he met with European and Japanese corporations.
Salinas expected that Mexico's economic reforms would make
his country attractive to these investors, but instead he was
politely rebuffed — Mexico's domestic market was 100 smalland
too poor. The keys to Japanese and European investment at the
levels Mexico wanted, he was told, were expanded protection for
investors and guarantecd access to the vast U.S. market.

13
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Q\Q resident Salinas got the message. In June 1990, he met wilh‘J '

a

) .Prcsidcnl Bush in Washington and proposed that the United
\)j\')r? States and Mexico negotiate a free trade and investment agree-
A7 ment that would open up all'of Mexico to foreign investment in
!nuch the same manner as the border area was opened to foreign
investment under the M:fquiladora Program. President Bugsh
quickly agreed. The two men then called Canadian Prime Minis-

ter Brian Mulroney and invited Canada to join in these negotiél-
tions. Despite some well-founded reservations, Prime Minister
Mulroney eventually consented. Before negotiations began in

J}um 1991, there was one item that President Bush needed to get
from Congress. ‘

A

\/\.
/ -
™~ 3 Getting on the Fast Track
AN :
N The most bl.l(Cr Congressional fight of 1991 was over an
\p\» obscure little piece of legislation called “fast track.” It gave

£ Prcs1dpnt George Bush the authority to negotiate the North
American Free Trade Agreement in complete secrecy and with-

a g . .
it the participation of either Congress or the U.S. public.
. I'he fact that a Republican president won this battle with a
| . Congress controlle :mocrats ¢ : ; i
\h‘ g trolled by Democrats could lead to speculation as

¢ J l.n how lhc victory was achieved. For the moment, let’s defer the
% \$ speculation on the “how™ and turn our attention to the “what”

J(r” as in what was achieved in this victory.

Fhe term *“fast track™ refers 1o a process whereby Congress
turns over to the President its authority to regulate foreign c0nl1.-
meree -— a power granted to Congress in Article 1, Section 8 of
the Constitution. Operating under the **fast track™ designation
President Bush had the authority to: " ‘

o Entor i L .

Enter into negotiations with Mexico and Canada on a trade

. . N s . . . *
agreement at his sole discretion;

e Sci lh‘c agenda on which items would be negotiated and the
negotiating objective for cach item,

v

A SECRET DEAL

e Select all the private sector advisers that would be used to
guide the negotiations and establish the way that their advice
would be used. if atall

e Conduct the entire negotiations 1n secrecy and make side
agreements which could remain a secret among the three
govermnments;

e Restrict Congress’ access 10 materials about the agreement
during the negotiations, and force Members of Congress to
pledge neither to take notes on materials they were permitted
to see nor to share that information with anyone;

e Determine when, or it, any materials about the agreement,
including the final text, would be released to the public and the
manner and form in which it would be made avaitable; and

e Senda final agreement to Congress that could not be amended,
and therefore, had to be accepted or rejected as presented.

Congress also agreed to make the agreement a top priority and
vote on it within 90 days after receiving it from the President.
Congress agreed, moreover, to limit any debate to 20 hours in the
House and 20 hours in the Senate. To make certain the path was
completely clear, “fast wrack” did not allow a Senate filibuster.
For the Senate to forgo its right to filibuster is unusual. Since
1960, the Senate has approved or ratified 25 treaties, conventions,
and agreements — including nuclear nonproliferation treaties —
all without *fast track.”

Congress gave President Bush **fast track” authority for
NAFTA in late May of 1991. But there was a catch — these
extraordinary powers would expire at the end of 24 months.
Contrary to expectations, the pact was not sentto Congress within
that time period. Thus, the fast track™ powers expired on June
1,1993.

By this time it was clear the only way NAFTA would ever pass
Congress would be under the limited-debate, no-filibuster, up-or-
down vole restrictions imposed by “fast track.” This was a
problem to which there was only one answer — Congress had to
pass another ™ fast track” bill. Rather than replay the bitter
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legislative fight of 1991, congressional allies of
[N . . N o : i
:L:::ltr::l.sdlr‘::on ‘quu‘:‘ll.y §lipped legislation into th;)lorl\:'ulh((;:ls‘;z:
page bu 1ig,n ll:t:Lonul.nalmn package that was rushed to a House
vote e in ":Ciy‘e?im.g on May 27, 1993. Not a word was said
dbout s " u.rlng the abbreviated debate on the budget
. Days later, House members learned that while they were

passing the budget bill the s .
status for NAFTA. y were also reauthorizing * fast track”

‘““T(r)q/pl)\r;cm a similar stealth-like vote in the Senate, several

.rcci)-rd u A senators forced a public debate and volc‘ for l;?e

fecor . cy lost 76 to 16. Congress extended President Clinton’
ast track™ powers until December 15, 1993 o

Not The Way To Negotiate

. H:cdquc.:)lion is, of course, how could U.S. negotiators be out

smarted so badly? The answer i ico ocused
. s is that Mexico was {

amartod so bad ' was better focused

! :N ;l:lﬁjq. and better organized. Its negotiators knew wha;

y ed and worked closely with Mexican business to get it

ch?w%l}ad the edgg ip the negotiations from day one. Why?
pe lZebl ¢ Bush Ac?mmlstration wanted a deal done qui;:kl )slo
uld brag about it in the 1992 Presidential elections. The Byush

administrati s willi
v Ml\(r.dllf)n was willing to make concessions to get any deal
and Mexico's negotiators knew it. Y

Sm‘(g:g::az:: nt:(tj: e:rher trade agreement between the United
despite the fact lhdl (?d taken almost four years to complete,
equal income lev:ls- ana(‘ja‘and. lhe U'nited States have almost
common heritage. Ye possess similar institutions, and share a
ators to com lg . r:t. Pres@enl Bush instructed the U.S. nego-
complex deal ll;:; ' /‘\FTA in Only 14 months — a much more
United States o-fl,c.(.)u,mry that is far less developed than the
institutions P ML_MCS far different political and economic
ns, and does not share a common heritage.

A SECRET DEAL

The Advisers

Together, Mexico's corporations and government hired an
army of Washington insiders to gather intelligence, provide ne-
gotiating advice, supply contacts, and lobby the U.S. negotiating
team. These insiders included 33 former high-ranking federal

! officials — people who once represented the United States in

similar negotiations, but who were now paid handsomely 1o
represent a foreign government, Mexico, against their former
employer, the American people. These 33 former U.S. govern-
ment officials who now work as foreign lobbyists are identified

in Appendix A.

Mexico’s U.S. Advisers NN

Mexico's chief legal adviser in the NAFTA negotiations was
a former Under Secretary of Trade at the U.S. Commerce Depart-
ment. Mexico’s principal wrade adviser during the NAFTA nego-
tiations used to be the United States Trade Advisor from 1981 to
1985 and is sull widely known as the «father of NAFTA”
Mexico’s chief technical adviser had formerly been responsible
for U.S.-Mexican trade at the Office of the United States Trade
Representative during the late 1980s.

The U.S. team, on the other hand, was composed of bureau-
crats from various federal agencies. The team leader, the United
States Trade Representative, had served in both the Nixon and
Ford Administrations, and in between this public service, had
worked as a Washington lawyerand a foreign lobbyist for Cana-
dian, Korean, and Japanese interests. The USTR’s deputy, a
former State Department official in the Nixon Administration,
also had been a foreign lobbyist for U.S., Canadian, and Japanese
interests in the 1980s.

Some of the bureaucrats on the U.S. negotiating team were
experienced, but many were not. One participant reports that
when the trade talks began not a single person in the US.
Commerce Department’s Office of Mexico spoke Spanish. He
says that during one inter-agency Session, only two of the 14
members of the US. negotialing team knew that key sectors of
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the Mexican ec
can economy, such as petroleum, had once be ; |
, ¢ been Amey beled  secret” and shared withonly a handful

can-owned before th '
ey were nationali
ernment. ; ized by the Mexi '
documem}-le- also reports that only five Percyent of t;“;:n -
e r(:c. .s(t;ch as copies of proposed regulations ant(:i dex.l .
rat procedures, received by the U.S. negotiati adminis-
ever translated for review 3. negotiating team wereg
The President’s Advisers .

Even though e
with the * 'd%flrncg(l)\ng:i:}: gaveupa large measure of its authority
i astire orization, it did .
control of the tre: L - itdid not surren
Act. Con lrl;: ,":]‘.“y negotiating process. Under lhed(;;?;;mplew
centative 5) \l:k |reu:tcd the Office of the U.S. Trade RTradc |
during an lc adv:cc'un.dcounsclfromPrivule adviso e
y treaty negotiations, including NAFTA. F r{]pnnds
. or the most

dations were la
fdministration insiders.

0f the 45 members of the ACTPN panel, 38 were senior
cers of major U.S. corporations, banks, and insurance com-
s, and four led trade associations. On the other hand, only
> were union officials. and one was a business consultant. Of
38 corporations represented, 27 had extensive business in-
estments in Mexico. Today, these are the same companies that
are leading the charge 10 get NAFTA approved by Congress. Is

diy. anyone surprised?

Behind Closed Doors

part, it never happened. Th
; . The Bush White 5 i
innounced the completion of the agreement};glj:z‘g{l(;: ;;Slfg;;'

but refused ive i
to give its own L .
o . ! abor A .
to review until September 8 dvisory Committee the text

The 29 official U.S lrudc' advi

e 2 cial U.S. advisory committees, i i
pore tha li:?l: Guéust:,y Ir%'[')resenluln"es. were created by (](::lg\;lensi
o e NAFrA.' v.vgu;1‘,.sb.;nz;luti)(z;(:gz;;mng positions in trade talks
uch as NATT . y advisers who repres '
e s :h(;f IS::FUTIX(M Sta.tc.?'. This balanced re\'?ew (chr:; nu;ct
ere domin et by s 'nefgonunfms. The advisory committees
o et ‘i’)dmes and industries with adirect interest
o agrecment hat T}Ol:lld protect and stimulate more Us
A . The deck was stacked against the Ame-ri:

The most important of these advi
A ! iese advisory commitices was

(ACTPI\;{ li(:;::;tc;, 911 Trade Policy and II::g\ol\:/al:u:ll:e
e 0 1545 g ers were fxppuinled by the president. Nonz
oo h):wco'ng‘rf.‘s's..l:uch member of this Committee
i T A security cl.curance. Each member was
O “wc(ings. w‘:.“.lg lntorn.mlmn outside the group Thn,
o e Advli\-(,,- u(::xcmpl from the sunshine provisi(;ns of
bl h“\-i".-.. 'y‘ ‘ommittee Act, which require th the
siness be conducted in public. The ACTPN u‘lct )lth
*com-
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. to increase the quota of

rs have a long tradition of trading away

American jobs. To get Turkey to join the Persian gulf coalition
against Iraqin 1990, for instance, the Bush Administration agreed
Turkish apparel, fabric, and yarn that

d from Turkey into the United States. What kind
hen the United States agrees to pay Turkey
10 defend Turkey froma mad dictator?
hed when Turkey asked them for the

U.S. trade negotiato

could be exporte
of negotiation 1s nw
10 allow the United States
The Europeans just laug
same deal.

The deal with Turkey. though, is not unusual. In the 1970s,
U.S. negotiators raded away big parts of high-wage industries
such as steel, consumer electronics, and automobiles for foreign
policy reasons. In the 1980s, U.S. negotiators were unwilling 10
defend American jobs from subsidized and predatory competi-
tion from Asia. 1n addition, European competitors pulled U.S.
jobs from other high-paying industries such as aircraft, hi-tech
electronics. and machine tools.

Remember, most of these trade deals are made behind closed
doors. When trade agreements arc released to the public, they
often have what ar¢ known as *side letters,” which are govern-

s that often counteract the public docu-

ment-to-government dea
{ forever, but all are binding.

ment. Many are kept secre
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I these closed negotiations, the U.S. negotiating team
authonity to put virtually anything on the table. It can, for in
trade away jobs in U.S. agriculture to get strong provision
LS. investors. Trade treaty negotiations are much like a o
game of Monopoly, but played for real with U.S. industel
companies, and jobs. This happened in the NAFTA negotiati'. :

But more than just jobs were traded away. The U.S. negotiat
tcam also accepted provisions that will ultimately lower U4

health, safety, and environmental standards and regulations. - R

After the trade pact was completed, one of the U.S. negotiatodg

¢xplained to an audience of federal regulators that althoug

changes in most domestic regulations normally require notice and 2
public comment, secret trade negotiations (such as NAFTA
could alter these same regulations without need for notice and#
public comment. The negotiator said, “1 have seen specific
instances where USTR staff denied copies of U.S. negotiating
positions which would require overturning Federal regulations &

from the staff of the agency issuing those regulations.”

As the negotiations proceeded, the U.S. negotiating team was

constantly lobbied by special interests to use NAFTA as a vehicle
to weaken long-standing U.S. regulations. Chemical and food
processing companies, for example, were able to get provisions
into NAFTA that will lead to the import of food produced with

pesticides that are outlawed in the United States. This was all
done secretly, of course.

In a similar manner, the NAFTA negotiations played with the
tuture of dozens of U.S. industries, particularly industries that
were not represented on the advisory committees or did not hire
well-connected, special-interest lobbyists. A typical example is
what happened to the U.S. broom industry, which will disappear
it Congress enacts NAFTA.

The broom industry is made up of small, family-owned com-
panies that employ between ten and two hundred workers. Pro-
duction is labor intensive, and therefore, the industry is
particularly vulnerable to low-wage Mexican imports.
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Er;i;vrl‘:(;gge about the industry out of the nego

i ourse. Its negotiators in this
e Opc'mlfldbd‘f;;f:clz:f fl:::ading broom manuf?:gsf;
ering th g}lld‘e : ():tiations. the Mexican broom'manulhe oe
vty thc' ﬁ;\u:\ l::ﬁ 10 advise the Mexican dt'.lcgatlonlor)rh oy
§ C?";?;:iz::ﬂ‘hg would like to see in the agreement.
0 sions

21

\
9"
qﬁ

N




J
N

<
N
)
<

SAVE YOUR JOB, SAVE OUR COUNTRY

ncgotiating team did not invite Libman or any other repre-
sentative of his industry to participate in the negotiations.

The broom portion of the NAFTA deal was made behind
closed doors by the U.S. negotiators, the Mexican negotiators,
and the Mexican industrialist. The Mexican broom industry
scored a major victory. It will be permitted to export 1.2 million
broomys duty-free into the United States.

I NAFTA is enacted, U.S. broom factories will be forced out
ol business. More than one hundred small Midwestern commu-
nities will lose jobs. In many of these towns, the local broom
factory is the major provider of jobs. Libman asks, * If their jobs
move to Mexico, how will these skilled master broom makers,
who have devoted the greater part of their lives to their craft, be
retrained; what high paying jobs will they be retrained for; and
where will these jobs be located?”

Unfortunately, the experience of the U.S. broom industry in
the NAFTA negotiations is neither unique nor extreme. The
inexperienced U.S. negotiators kept dozens of industries, such as
trucking. and sugar, in the dark as Mexican industrics were
working hand in glove with Mexico's negotiators.

Keeping the U.S. Public in the Dark

What's worse, our trade negotiators refused to share the text
of the agreement with the American people even after the deal
was supposedly completed.

When President Bush announced on August 12, 1992 — just
before the Republican Party’s national convention — that
NAFTA had been completed, the American public was given
only a 44-page i t 1

s stead of the text of t
-more thaiRl, 100-page agreement. \‘J&Ug,,(—cc( Gw

When the agreement was initialed by the three government
leaders on October 1992 —- two weeks before the U.S.
presidential election /- - the American public was handed a short,
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When the agreement was officially signed on Deccmbcx_\lx
1992. no additional information was provided to the Americian

A SECRET DEAL

public.
The complete text of NAFTA was finally released to the
American people on the atternoon of January 20, 1993.

The Government Printing Office now sel'ls the two.-volumc‘
document for $41. 1t ix not a big seller. A private publlsh’er ha}
reprinted the book, und is selling it for $10. iny a hum..ful ;)
people outside of Washington know .whul is ac}uully |’n n;:\
agreement, and working people wh()s.c jobs are being put at ns
have had little information prior to this hook. .

The goal of all this secrecy, of course, is to kcep the .Amcrllcz:jn
people in the dark about NAFTA. Until recently. 1t ha; worked.
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The Wall Street Journal
. on
Mexico's NAFTA Lobbying Campaign
in the United States

Me.m"u is bankrolling a nationwide
campaign to sell the trade accord, and
Mexico, to Americans. . . Mexico
g(.)vvrnment and business interests have
hzre({ no fewer than 24 lobbying, public
relations and law firms to neg()ti’ate and
promote the trade pact. . . it has trea'ted 76
con grc.a.s‘siunal aides to Mexican junkets to
mvyl with government and business I('u(‘h'r'
Other Mc_\'i('cm lobbyists have arranged S
I(-)“m_".s'./ur lawmakers and U.S. bu s'inis;s'
({[/l('l{l[.\'. ... Indeed, no ()])[)()l'tu;zity lf;)r
influence seems 100 rem()tefnr- |
Mexico’s legion of lobbyists.

The Wuall Street Jowmal, Mav 20, 1993

R

Chapter 3

American Jobs Matter

.Only a tiny handful of working people are ever asked to testify
X before the U.S. Congress. Scarlett Bachman is one of those few.
! In April 1993, she appeared before the U.S. Senate 10 describe

what happensto workers when a small fown's principal employer
moves o Mexico.

Scarlett and her husband live ina modest home in Dowagiac,
Michigan. For 23 years. the 49-year-old wife. mother, and grand-
mother worked at the local Sundstrand Heat Transfer factory.
which makes the copper wbing used in refrigeration and air
conditioning units.

In the late 1980s. Sundstrand, a large aerospace conglomerate
and government contractor headquartered in Rockford, Hlinots,
decided to boostcorporate profits by shifting a portion of the work
from its Dowagiac plant (0 @ new. low-wage facility in Nuevo
Laredo. Mexico.

When the Mexican plant tetl behind on its production sched-
ule, Scarlett and the remaining Dowagiac workers pitched 1n so
the company wouldn't lose its customer orders. She told the
Senate, " Hoping we could prove that we were still needed, our
dedication Lo 0ur lifetime jobs prevailed, but we only prolonged
our devastation.”

Within a few months, the Mexican plant met its production
schedules as well as the company’s quality standards. More work
was shifted from the plantin Dowagiac where Scarlett worked 10
the plant in Mexico. Scarlett and the skeleton crew left in
Dowagiac then had to clean up. crate. and load the equipment
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they used to operate | i
: perate tor shipment 1 i
ey u ; o Mexican workers :

o Mo T ibn an workers at the n
plant in Me l;g 0. The la:st bl.g Job Scarlett and her co-workers hu;
wan (‘ o he F(mls of their trade to someone willing to doithd'

or a fraction of their pay. That” e
. . That’s the ican ni
not the American dream. e he American nightmare
In 1990, S J{x ¢ i
Y m. ll:lll(;;lrjfld llu\:;rgumzcd itself and sold its heat transfer
: ¢ Modine Manufacturi ) . o
v ion fo od ring Company, a 75-yea
e s::tlorpor‘:;mn. Less than four months later Scarl)c,:tt rWO:J(1j
23 yewrs of devoted service to the ¢ l ‘ o
years ¢ company, was lai )
2 years _ puny. was laid off. She was
" M“}l_i?l().ﬂ per hour at the time. Her husband, who W(';r;\”(;
‘ ne as als o Y . l . ¢
u Mo hm, was also laid off. The company gave them 60 daL
l . . ~ 3 ‘
e m](‘) severance pay. Scarlett and her husband drc):
e r): ent benefits for awhile, but payments h
) ’ e ' ' . H s on thei
ily bills soon fell behind, and their savings were wip dl "
: ed out.

Scarlett went back to school at
g et went back Lo atage 47. 1t was tough, she says
o gl(l; J\j:;)k::]ﬂl\ltx;d“tlld mudc‘ the Dean’s List. Al"lcfgru(li]:u.\l‘ilg:
e husmnd. ‘ll:) ELL Mcm.nnul Hospital making $5.88 per hour‘
Her d”csn:( .k(n“ou;:d a job. but it only pays $5.00 per hour'
e KD w how long lhc work will last. Together (he'
- qmmycr.“?mlv.only half whql it was, and their hcn‘cﬁls
s “w at they had before their jobs were ship d
ican employees. >
When Scarlett begun working at {
( . th ae . . oy 1
|]".,)C(:?,;-y"|:::‘r?(.)-yed more than l.g()() peo;l:.ul\;:)dssl‘lfer f:;:”"_)’”‘"
y has less than 8O production workers. e

Scarlett . ifi
Sui made the sacrific 1
et ladg lhrg sacrifice and effort needed (o acquire new
skall: ¢ hope of graduall tori y
. restoring her family’s
et ‘ y g her family’s standard of
e b e s standard o
u\,.l“ibk ‘ c:er. that is not what happened. About the only j hl
H > to her we ; . the
patiible to 3u »\(/jtrc ones that pay scarcely better (hu):lJ the
i v ge ‘u?d have little or no potential for advancement
A ctt considers herself er
: self Tucky becaus
o e . y because so ma
co-workers s , f any of he
onmer co o;kcr.s sull haven’t found jobs. Their bcm}il her
. d . . 1 ' o ‘ > e
un ny m\fc_:l().\llhc1rh()mes.some have lost their f: lics
and most can’t afford medical insurance el
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Mexican workers now fill the jobs that were once in Dowagiac,
Michigan. Modine Manutacturing Company refuses to reveal how
much it pays its Mexican workers. but wages in Mexico are low.

Mexico's legal minimum wage is only 58 cents per hour. The
Mexican state of Yucatan claims to have an abundance of workers
available at $1.00 per hour, including all benefits. Even the best
paying jobs in Mexico don’t pay much more. For instance, the
average hourly wage for manufacturing workers in Mexico 18
only $2.35 per hour, and that includes their pay for time worked,
pay for holidays and vacations. bonuses, and any employer
payments for insurance of mandated benefits. But most of the
Mexican workers employed by U.S. companies in border facto-
ries. called maguiladoras, are paid an average of only $1.64 per
hour, including all benefits. Thus, Scarlett whose pay was morc
than $10 per hour plus benefits, was pitted against & worker in
Mexico whose pay was less than $2 per hour including all
benefits.

Life is hard for low-paid Mexican workers in the maquiladora
factories. They have very few,1f any, work-related benefits. Their
hours are long. Their houses are small, crowded, and often
without indoor toilets or electricity. The roads and streets are
unpaved. Often, all of their earnings go for feeding. clothing, and
sheltering their families.

And what happened to Modine Manufacturing? In 1992,
Modine Manufacturing had record sales and paid its investors a
record dividend. The CEO was paid a salary of $292,000. He was
also given a cash honus of $175,000, restricted stock worth
$273.000, and stock options worth another $36,000. The com-
pany also paid $21.000 into his corporate 401(k) and other

retirement plans. The CEO of Modine Manufacturing Company
received $797.000 in total compensation for 1992.

Ironically. Scarlett’s governmentis actively encouraging u.s.
companies, such as Sundstrand and Modine, to move manufac-
turing jobs such as hers into Mexico and other less-developed
nations. Somehow, a succession of U.S. presidents and a majority
in the United States Congress have failed to grasp the fact that
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AMERICAN JOBS MATTER

‘These job multipliers also work in reverse. Whena community
h as Dowagiac. Michigan loses 1.100 jobs, many of the 4,200
econdary jobs they support are ost comewhere else in the

P t_ry
Take a look at the graph on Page 30. It should come as no
rorise that the percentage of manufacturing jobs in the United

tates has decreased over the past 25 years. In 1965, manufactur-
d 27 percent of all U.S. jobs. Today. it provides 17
ent. More people in the United States are now employed by
federal, state, and local government than in all manufacturing.
By contrast. German and Japanese wrade officials work 10 keep
their manufacturing jobs athome. In 1965, manufactunng provided
36 percent of German jobs: today iU's 32 pereent. In 1965,21 percent
' of Japanese jobs were in manufacturing; today, it's 25 percent.
wrong to think that ™ progress“ as a nation
from a manufacturing economy to a service
4t so many of our leaders support this
omes and living standards are rising in
he United States.

ng provide

It is just plain
requires shifting
economy. The fact th
% concept explains why in¢
: Germany and Japan while they are falling int

The Endangered Jobs List

NAFTA will accelerate the loss of manufacturing jobs in the
United States. Some companies will move factories to Mexico to
take advantage of low-cost Mexican labor. Others will move t0
Mexico to escape U.S. regulations. Many American companies
will move to Mexico. not because they want to, but because their
competitors have moved, and they must move to compete. Even-
tually. companies that choose 10 stay in the U.S. will need to

reduce employce Wages and benefits 10 order o lower prices 10
compete with cheaper Mexican imports. No product, no com-
pany, and no community is immune from the effects of NAFTA.

And which jobs are at risk?
Virtally alt U.S. manufacturing jobs are ultimately vulnerable,

but some jobs are in more immediate danger than others. A guide-
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B%or determining the Americans jobs that are at risk is provided

e shift in Mexican products exponted to the United States.
kdecade ago. roughty hall of Mexico's exports o the United
consisted of minctals, fuels, and foodstufts. Now they
% up only 25 pereent. Today. Mexican exports to the United
i3 are dominated by the flow of high-profit clectrical machin-
‘machinery parns. automobiles, automobile pans, trucks, tele-
pns, radios. apparel, lclccomn\uniculiuns equipment. and
2« machinery. Of these products. most come from .S-
med plants operating in Mexico under the Magquiladora Pro-
Bvam. These U.S. companies dtill employ mithons of American
workers. Thesc companics have demonstrated that they will close
§. factories, fire American workers. and move their plants 10
exico. 1f NAFTA is enacted, there will be many new advan-
es and even fewer obstacles for US. companies 10 relocate

ore American jobs 1o Mexico.

On this endangered U.S. jobs list, the auto industry ranks close
to the top. Mexican autoworkers make one-seventh the pay of
their U.S. counterparts. and this includes any henefits provided
to the Mexican workers. However. the health care costs for
Mexican autoworkers 18 negligible. In U.S. auto plants, health
care expenses exceed the cost of steel used 10 manufacture the

automobiles.

Mexico provides automd
high costs of operating in the United States,
advantage of it Remember, as shown on page
industry creates more cecondary American jubs than any
industry. The combined impact of losing the auto industry jobs
and the secondary jobs would be enormots.

Five hundred (housand vehicles were manufactured in Mexico
in 1988. More than on¢ million will be produced there in 1993.
Within seven years. automakers in Mexico will be producing more
than three mitlion units per year. This is one of the reasons why
dozens of U.S. auto factories are closing and tens of thousands of

American auo mannfacturing and secondary jobs are disappearing.

Japan

1965 £31991

Kers an easy escape hatch from the
d they are taking
2%, the U.S. auto
other

All Employment

36%
Germany
[=

Manufacturing as a Percent of

27%
United States

* 1990 Statistics

A0
31




SAVE YOUR JOB, SAVE OUR COUNTRY

; _l.h.csc _|n.h losses are increasing as auto parts suppliers move;
wir factories o Mexico as well. In many cases, these U.S au
et factoriex o Mexi ses, these US.
;B. lsTlr:ml\Llrj..Sparllculdrly the smaller companies, are draftees.:
1g Three U.S. automakers a i iring | |
akers are quietly requiring U.S. suppli
10 serve their Mexican < from -“UPPhean“
auto assembly operations ican,
Nerv . : ations from Me
parts tactories. This allows F M’“C
s s Ford. Chrysler, and Gener: :
tosqueeze price reductions ‘their suppl eemplorin 3
ns outof their suppliers whi i
low-cost Mexica 'k P pares prod emp]oymsog
s n workers. The supplier’s i
| . . s r's parts production also
gets eredited toward the auto manuf’ nMa '
ety auto manufacturers’ satisfacti g
1co’s “domestic content” i e force foreian e
s regulations, which force forei
0 3 “domestic . S, ¢ foreign com-
! > o y .
:]utut.s l!\t:n sell in Mexico to produce in Mexico. NAF gl A does
otsigmticantly alter Mexico's i . '
. 1co’s long-standin i '
oy B : . g requirement that a
age of a vehicle sold i i
. s in Mexico must be made in |
eh peres ¢ of ' 5 made in
,M, - .‘Luropc.m.and Japanese car makers will also be required -
o buy parts from factories operating in Mexico

. Mexncu’s domestic content restrictions should have b
glmnnalcd during the NAFTA negotiations. Instead U‘“Se "
lmm.rs .ugrccd that Mexico could continue to z;ppl ‘lh "e?(_"
restrictions, slightly modified, for another ten ycm‘i o
[\,]tl;:):l(l;:l“go::: F)f%g(?s( — and quietest — boosters for keeping
! 08 stic content rules were the Big Three U.S
;nll)u;;lnm'l\usl. Th}?y want to move even more of their U.S operatio.ns.

.LTXIC(.). out they also want to avoid the blame for‘;'l.rin o

:::tz;::;dlxj (g)f Ll(J)§ wnrk:crs ’;lm-l destroying the ccon()micsg(:te"r:uif

el -5 n.unumtlef. I“hls way, they can blame the relocation
ol Amencan jobs on Mexico's domestic content regulations

\ PIYTEN . l.s
L‘m]'lppaul and l.exulg. Jobs are also close to the top of the
o ;1gered U.S. jobs l{sl. Already. tens of thousands of apparel
] s have been moved from the U.S. to Mexico Today, 129U S
.q-\‘par.d companies cmploying more than 30,0(X) Mcxig‘"u: wm.'k.
ltlrl.x are operating 222 factories in Mexico. The Jobs of many of
e reniuaning 830,000 American ; ‘
the rem L 830, an apparel workers, who are paid
‘\l\n .:Ludgg 0l $6.94 per hour, will vanishunder NAFTA Mcx?C'm
:(‘ 3 P . » a1 . . - ‘
rRersare paidanaverageof $1.64 an hour for this type of work
N ML . . . . . .
. /r\\l1 .I./'\ \.\.l” permit a virtual free flow of apparel products
nMexicomto the thnited States. U.S apparel makers will rlLl
aker: ace
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an uncomplicated choice: stay in the United States and go broke;
orfire U.S. workers, go to Mexico, and boost profits. Guess which

alternative most U.S. manufacturers will choose”?

Textile jobs will follow the apparel jobs to Mexico. Because
NAFTA limits the import of textiles made outside North Amer-
ica, foreign textile producers are already building factories in
Mexico. Eventually, U.S. textile companies will have to relocate
to Mexico to remain competitive enough to keep their customers.
If NAFTA is enacted, many of the remaining 540,000 U.S. textile
jobs — which pay an average of $8.53 an hour — will go to
Mexican textile workers making an average of $1.64 per hour.

High-wage, skilled electrical workers are also on the NAFTA-
endangered U.S. jobs list. In the 1970s, most jobs in the U.S.
consumer electronics industry moved to Asia and Mexico. Now
big chunks of the U.S. electrical equipment industry are being
shifted to Mexico. These are factories that employ workers to
produce motors, transformers, generators, relay switches, and
other sophisticated electrical products.

The International Brotherhood of Electrical Workers reports
that between 1985 and 1990 more than 25.000 of its members’
jobs were moved from the U S. to Mexico. The companies that
moved these jobs, such as AT&T, Johnson Controls, Westing-
house, General Electric, and Cooper Industries, still employ
hundreds of thousands of electrical workers in the United States
whose pay averages $15.08 per hour, including benefits. Many
of these remaining jobs could be profitably shifted to Mexico,
where comparable work earns $1.64 per hour, including benefits
once NAFTA is ratified by Congress.

Millions of jobs in dozens of other industries are now on the
NAFTA-endangered U.S. jobs list. Industries that produce prod-
ucts like metalworking machinery, partitions, fixtures, metal
forgings, clay products, office furniture, fabricated metal prod-
ucts, aircraft, aircraft parts, aircraft repairs, concrete products,
lighting equipment, clectrical wiring equipment, and luggage,
among many others, are on the NAFTA-endangered U.S. jobs
list.
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The Endangered Place List

Different manufacturing industries in the United States tend to
be concentrated in different parts of the country. When an indus-
try suffers or loses jobs, specific areas of the country and the
people who live there suffer the greatest financial strain.

‘The auto assembly and parts industries, for example, are
heavily concentrated in the states of Michigan, 1llinois, Wiscon-
sin. Ohio. and Indiana. Not surprisingly, then, these states will
lose disproportionately more auto and secondary industry jobs if
the auto industry moves more of its factories to Mexico.

local and state governments will lose revenue from property
taxes. income taxes, and sales taxes. The lost revenue, combined
with increased government expenditures for unemployment
benefits and uninsured health care, drive the taxes up on the
industries that remain and the workers who are still employed.

Simitarly. almost 90 percent of the U.S. apparel and textile
industries are concentrated in only eight states — New York, New
Jersey. California, Texas, Tennessee, North Carolina, South
Carolina, and Georgia. These are the states that have the most to

lose if more apparel and textile jobs are moved out of the United
States.

The biggest potential losers are the nation’s largest urban
arcas. Millions of manufacturing jobs have already disappeared
from our citics. According to the U.S. Commerce Department,
between the 1970 census and 1990 census, 19 of the largest
American cities lost more than 2.3 million manufacturing jobs.

Since the 1990 census, these metropolitan areas have lost even
more jobs.

Many of these urban manufacturing jobs have gone to Mexico.

AMERICAN JOBS MATTER

righer since they only counted those

j ses are muchl
actual job losses ared y ool

job relocations for which there is some public re e
Large-scale job losses are devastating U.?.du(;'t;rc;;nofjurban
anufacturing has jong beena ﬁr:»;\' stepon the la o on

r[;\overly Not surprisingly. the cities that lost these 2.3 1

ities of the
manufacturing jobs are the very same cities that have some

. . 4
highest urban unemployment, highest welfare, highestcnme. an

highest infant mortality rates. | . |
gHow can Congress consider N.A-FTA. Ta‘vhxclh w‘:L c(l;;:[zi
ban jobs, at the same time that 1t 18 consxdenng e (o
‘Kd;irgisuz;lion’ s urban cmpowermenl program, wh\cf lw xl A rzm‘
e an o0 bY g SR B Yo e for busi
money over the next five years

: A

nesses to locate 1n urban areas: e
The United States is swapping good manufgclur‘\irt\géf S.oum

lower paying service jobs. For instance, the Univers y

d 1990 South Carolina lost
Carolina reports that between 1978 an G e

more than 58,000 munufactunlr'\gaj\:\:é Qtr;‘; us:\ams‘bars,and
po j(')b ga?ri‘::i(r‘: ‘ttt‘u(n:nafl(’f’_,l(r)‘()() service jobs were created‘ in
gmcer)" ‘g{“"; nents. 10 s a bad wrade-off. The lost manufaclurl'n.g
SfUCh cM'dl " \:\!c'rtx;;;' of $279 per week. The replacement servu.le.
j.“}l),s 1":"\‘} «j'r:,l; $! 27‘ a week — less than half as much. T:ec{f:',l:, ;
lt(l:es‘{)vi'ng standards of work'mg, men afxd :,Vorm::ﬂir;pei_

and America is becoming a naton of hamburg

The Endangered people List

As NAFTA endangers some industries and places more than
s

is others.
others; some American workers are more at risk than

. migrants, and urban
' : nen, recent immigrants.
working men and women, o
dwellers are at great risk from NAFTA. Fodr ex?lr}:\[:rl‘ ;he o
and daughters of sharecroppers who ‘m()ve n(; hin e
and 1950s to improve their lives can’t get wor .

The University of Hinois at Chicago, for instance, has identified
67.088 jobs and 42 tactories that moved from Iilinois o Mexico
hetween 1980 and 1990, More than 47,000 of those jobs came
from the Chicago metropolitan arca. The researchers say that the
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tacturing jobs have gone o low-wage southern states, overses
or to Mexico.

The loss of manufacturing jobs has the greatest impact on
urban minorities. Half of all the manufacturing jobs that disaps:

peared in Chicago during the 1980s were lost by minorities and§
WONwn.

With the decline of LS. manutacturing, the country is increas-
mgly unable to provide good entry-level jobs for its youth. As a
result, the carning power of young people has fallen over the past
decade. In 1980, for instance, 18 percent of 18- to 24-year-old
men earned less than $12,000 per year. In 1990, more than 40 *
pereent earned less than $12,000 per year. And because of infla-
tion, $12,000 in 1980 was worth far more than $12.000 in 1990,

During that same decade. young women, who started out in a
worse posttion than their male peers, suffered similar losses in
carnings. In 1980, more than 29 percent of 18- to 24-year-old
women made less than $12,000. But by 1990, more than 48
percent had incomes of fess than $12,000. No doubt about it, this

country is not meeting its responsibility to provide the young
people with job opportunities.

¥,
K

NAFTA puts at risk many of the very industries that can
provide badly-needed jobs. The Texas Department of Commerce
did a detailed analysis of the employment effects of NAFTA,
They report that the Texas industries that will *lose™ under this
pact employ one-third more workers in the state than the pro-
Jected Uwinners.”™ The “loser™ industries include tabricated met-
als, Tumber and paper. primary metals, fresh fruits and vegetables,
livestock, distribution services, transportation equipment, leather
and leather products, apparels and textiles. These are industries that
cmploy high numbers of semi-skilled workers.

The same pattern is found in New York City. The New York
mietropolitan area lost 725,000 manufacturing jobs over the past
two decades. Many of the jobs that remain, such as the 60,000 in
the apparel industry, pay less than $7.00 per hour. If NAFTA s
tatificd by Congress, these jobs will be at risk.
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An endangered Nation
id that

& In her testimony o the 118, Senate, Searlett Bachman &

whole community had suftered when most of the factory jobs

d 1o Mexico.

The Warren Act required the company to st
b, she said.

% days before @ person lost their jo
mean that in 60 days you could pick up the pieces and go

on with your life. Some people saw {heir names on this list
four or more times before they actually tost their jobs. Many
people who were onct fricnds ended up biter encmies. It
was like throwing a 1aw bone to S0 dogs and see who was
going to come out on Op- tmagine | 200 people employed
in 1968 and now. 1903, only 75-80 leftas factory Workers.
This pitung of one ¢t { another 10 Preserve thety
amily income is being magnified thousands of limes acToss the
} pation. AS America loses its job base. destructive social divisions
are forced on the nationy =~ the clderly who depend on social
security and government medical assistance are pitted againstthe
young who must pay- minorities who lack jobs arc pitted against
are barely hanging on 1o theirs, a declining middle
ny minority who Lrow increasingly wealthy.
at is happening. Between
) the Hilinois popu\ulion that
had a loss 0 taxable, inflation-
cent. The 16 percent of
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than S0 percent.
the wealth and
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nployee agains
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Again, the Hinows study yeveals wh

1977 and 1988, the 8 pereent ¢
an $50.000 annually
of more than gight per
h that carned more

earned less th
adjusted income

the 1inots populatios
their inﬂulion-udjuslcd income by more

The solution. of course. is not o lake away
opponunilics for the 16 pereent who prospercd, but 10 assure the
other 84 pereent that they will have access to more and better jobs
__such as the ones lost to other countries.
Viewed anothet way, the United States is now more than $4
wrillion in debt. Every day. the national debt grows by another $1
pittion. In 1992, justthe interestcoston the federal debtwas $1 99
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A Giant Sucking Sound
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Look at the chart on page 43. The wage differential betweed
the United States and Mexico could not be more obvious. The
United States Department of Labor reports that, even whe
mandated non-wage benefits are counted, manufacturing labotS
costs in Mexico are only 15 percent of those found in the Unitedgd
States —- $2.35 per hour versus $16.17. What's more, despite all
the supposed prosperity in Mexico during the last 12 years, th
Mexican workers’ standard of living has remained stagnant.

§17.02

]

: &

same low wages that are being used by the Mexican governmen ';"

to lure businesses are at the same time exploiting the majority @ (. 1]
Mevican workers, E E
The New York Times reports that the skills of Mexican workers? - %

already match the skills of 70 percent of the labor force in the§ =

United States. Oncee properly trained, Mexican workers' produc- «

tivity and work quality equals that of anyone, anywhere in the
world. '

The experiences of U.S., Japanese, and German automakers
illustrate just how good the Mexican workers can be. Ford, GM,
Chrysler, and Nissan now operate high-volume engine plants in
Mexico. Last year, they exported more than 1.2 million engines,
making Mexico the largest engine exporter in the world.

In a Congressional study released in June 1993, auto expert
Harley Shaiken compared the productivity and quality of work
in Mcxican plants with their counterparts in the United States and .
clsewhere. He found that Mexican workers in one engine plant
reached 8S percent of the productivity of their U.S. counterpart
plant within two years: 89 percent within eight years; and 97
percent within nine years. This is impressive by any measure.

Lven more impressive, the product quality in the Mexican
plant surpassed that of the counterpart U.S. plant in four of the
six years for which they had data. In 1991, the quality in the

Mexican plant exceeded the U.S. facility by 32 percent.

The eye opener is that the U.S . and Mexican plants had similar
cquipmient, but the technology in the Mexican facility was more
advanced. The message is simple: Mexican workers can master
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higgh technologry Jivor . .

(,,:\ shoul(ll tlkzu;;;:i(lj“g'li:;"&ﬁ“ﬂg‘ﬁ given a chance, 5 solute purchasing powcr. Mexican workers are now making

being expanded, exican plart is o ess than half of what they niade a decade ago, according to The
¥ Economic Policy Institute. a Washington, D.C.-based research

¥ organization. Mexico's real wages have gone down despite the

E fact that they are producing superior products in some of the most

advanced factories of the world’s largest companies.

N Nissin mpq‘ts that its engine plant in Aguascalientes, Me
is now producing the fewest mumber of defects per e ir ¥
of the company’s worldwide plants. e

Only three years after Ford Moto
‘ r Co its 8
;&s‘(:ﬂ’?’ly Dl‘f'll in Hermosillo, Mexico, T:"zn;soﬁrid l .'l
cquu! in quuhty to the Honda Civic, the highest quality snall :
:,OQI}::]n the Urr:btllagdStam. Shaiken reports that the quality of 4
les asse inFord' s Mexican facto supen :
et as ry was norto th
Iug,hly-rg;,anicd MssanSerﬁmardToyotaComllaMeir: Ape
by experienced kipanese autoworkers. v
| &ﬁgh guali\ty work by Mexican workers is not limited
au fmk{ng. Sanyo reports that its Mexican plants are as produc
f'vi and its pmc'iucts as defect-free as any of its U.S. or Japenese
actories. Sony’s plant in Tijuana, Mexico has won wordwide
quality awards for the company.
Despite theiraccompli i
' | mplishments, Mexican workers are pai
lw(t;.:e.‘s. Un.lxke the middle-class U.S. family displaced g?ll(ti}::m
lnw wige jobs, the .majority of the work force in Mexico — the
I(_nycrc!a& — has little hope of greatly improving its standard of
(I‘Vl.ng. [he standmd factory camings in the Mexican state of
.,Iuhu.ul iy, forinstance, are $1 perhour. Invery modcmMexico
Ir\(;chmes, such as the Ford, GM, Chrysler, Volkswagen, a:; i
! issan plants, production workers start at only $1.25 to $1.50
.mu(r. When berefits are included, the average total co rsahpa
in 1992 for Mexican autoworkers was $3.33 perhourilp:)3 g
enth the $24.21 per hour that was paid their U.S comlerprzsifv-
There are a rumber of reasons f . o
There ; or the vast wage gap. One of
31 pnmary reasors is that since 1987, Mexico has fixed w ; .
mr.:]l'Jgh acpmplgx govermment- business-labor an'angement.?lg;m B
gos .‘hold inflation down and keep Mexico attractive to foreign
}\nvcs:u)m. As a result of this avangement, known as el pacto, i
lexican wages have not kept pace with inflation. In te:raso} '

Of course, manufacturing companies look for more than just
‘cheap labor when deciding upon a location for a new plant. They
must consider access O transportation facilities, reliability of
 power systems, proximity to their suppliers, and political stabil-
ity. No one seriously contends that Mexico is superior to the
United States in any of these categories. Yet, even after factoring
‘in these components, Mexico still wins alarge percentage of plant
relocations. Why?? Cheap labor can offset all of the areas where
Mexico is still deficient. Although Mexico is deficient in certain
categories right now, there is no reason to believe that it will
remain deficient in these areas in the future.

The CEO of Zenith recently told the New York Times, " When
: 1 factor in other non-labor costs — less heat, cheaper land and
heaper construction — there is no question that Mexico's lower
abor costs are decisive.” Over the past decade and a half, Zenith
~ has moved thousands of jobs from the United States to Mexico.

In theory, Mexican unions could stop the exploitation of the
workers they represent. Certainly, the Mexican Constitution
© gives workers the right to organize their own unions and the right
to strike. The catch is this: unions must be certified by the
Mexican government. The government only recognizes unions
affiliated with the Institutional Revolutionary Party (PRI), which
has governed Mexico under one-party rule for more than 60
years. Unions that are not registered with the government cannot
exist, and if a union is created and strikes, the Minister of Labor
for the government will probably send in the police and army to
restore order.

If Mexican workers protest these strike-breaking tactics, they
can expect swift and severe retaliation. In the summer of 1992,
for example, the Mexican government upheld the firing of more
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The futility of the NAFTA cide agreements is obvious: Mexico
already has laws it does not enforce. Why should new environ-

mental repulations asstte future cuu\p\i:mcc'?
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tn addition to the U.S. companies that are relocating some of 8 :
their facilities to Mexico, many of the foreign plants so eagerly e
recruited by U.S. communities over the past two decades are now 3
choosing to locate in Mexico. Among them are factories owned 3 '
by Thomson, Goldstar, Phillips, and Sanyo. It seems that compa-
nies from other countries are just as attracted to Mexico's low
wages as ULS. companies are. providing they can ship goods to .
the US. market.

1992

gource INEG

1991

Most of these U.S. and foreign companies already in Mexico
are operating under Mexico's Maquiladora Program, which al-
fows Mexican and foreign investors to own one hundred percent
of factories if the factories are located in designated parts of
Mexico and if they manufacture mainly for export. Not surpris-
ingly. the finished and semi-finished goods made in these facto-
ries are exported primarily to the United States. The Mexican
government charges no duty on the imported machinery, raw
materials, or components used in these facilities. The Mexican
government closely watches the finished products to ensure that
they do not enter the Mexican market, where they might compete
with similar goods produced by Mexican companies.

1990

To encourage U.S. companies to operate in Mexico, the U.S.
government subsidizes companies in Mexico that ship products
to the U.S. by removing import fees (taxes). These factories are
known as “maquiladoras.”

1985

Hundreds of U.S. companies have quictly shifted jobs and
factories into Mexico. The numbers tell the story:
e In 1980, Mexico had 620 maquiladora plants employing
119550 workers.

1980

e By 1991. there were 1,925 maquiladoras employing 467,000
workers.
e Today, there are more than 2,200 maquiladoras factories em-
ploying more than 500,000 Mexicans.
The chart on page 49 shows the explosive growth of employ-
ment in the maquiladoras during the last 17 years. At this growth
rate. production in such Mexican factories will expand 400 per-

Thousands of P_??_p.‘e_ .
1975
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. arlicr m 1993, the Nation: ssOCiali
alier 1 193, the mal Association of Corporate
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ar future.

The Mexican Buyout

The flow of U.S. companies .
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0 MZI;I.(!l'IIId.d()rZI Fund. a financial ufoxnp[fgn:l;)l(l)fd[hc
N At Hvestor and initially backed b Naf oy
s largest national development bank v Nafinsa,
According to the AmeriMex prospectus: .

The Fund wi
will purchase establi
_ se established d itic ;
companics suitable 1 ' omestic United States
s Dontion o lll}lhl:- ll()r maquiladora acquisitions, wh ,“_:s
all ol the manufac . . b2 crein
b acturing ali .

relocated to Mexic g operations will be
et Texico to take advantage of the cost of lab. be
e Fund will seek (o acaui s abor.
ignificant cor seek to dLgUll'C companies where labor is :
L ;lponcnl of a company s cost of good .|d‘l
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has been p. u-(h‘" within six to 18 months after acomp. .

-- acquire . F ' ‘ d
juired by the Fund, the designated [X’Tli(l,nn);.
0

- the company's manul
1o Mexico to take advantage of reduc

We anticipate that manufacturing con

Under the AmeriMex estimates, invest
to $17 million per year for ever
jobs that they shift to Mex

fully finance severa
the training of the Mexican workers,

new Mexican factory.

A GIANT SUCKING SOUND

acturing operations will be relocated

ed labor costs.

wpanies that experi-

ence fully loaded. gross lubor costs in the $7-$10 per hour

range in the U.S. may be able to utilize labor in a Mexico
maquiladora at fully loaded, gross labor costof $1.1 5-$1.50
per hour. Though each situation may vary. it is estimated
that this could translate into annual savings of $10,000-
$17,000 per employee involved in the relocated manufac-

uring operations.

It is anticipated that most
three to eight years. but some investments ma

earlier or later.
These AmeriMex-ty

investments will be retained for
y be realized

pe buyouts can be enormously profitable.
ors can save $10 million

y one thousand manufacturing
ico. One year's savings alone would

nce payments 10 the fired American workers,
and the construction of the

The most profitable aspect of these deals, of course, i8 the
‘earnings multiple.” Low-wage Mexican labor trans-
lates into even bigger profits for investors when the company is

hat manufacturing companies are typically

sold. The reason is t
worth at least five toten times their annual earnings. Thus, 2 $10
million to $17 million boost in annual profits will increase a

company's value by $50 million to $170 million.

Which US. companies are most at risk fora Mexican buyout?
Companies with moderate to good growth, low- to mid-technol-
ogy operations, and a labor component of 20 percent or MOre of

the cost of goods sold.

Today, 75 U.S. manufacturing industries fit these criteria.
They employ more than 5.9 million U.S. production workers.
Their payrolls t0 U.S. workers exceed $138 billion & year. The
wables on pages 50 and 57 indicate the jobs at risk on a state-by-

potential *
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Making Mexico Investor-Safe erc U.S. companies c?-::y()p\ir\:-wage workers kept in 1in€ by
ith high-quality:

Many U.S. companies have already located or expanded theig@RRo"S anMd \:i‘c‘:\n g%)vemmenl- . AFTAis 2 rerrific deal.
operations in Mexico primarily under the U.S. taxpayer-subsiRY g Me . vestors and companies. lfqb-(ha\ the United States
dized Maquiladora Program. For them, the vagaries of Mexico'sillis For bolb e the loss of millions of jobs ers and standards O
judicial and political system are not an obstacle to investmen utata pr c‘;A ddle-class American Car.earc cxp\O“Cd —allin
Other investors, however, have doubts about the political stabili borely needs- :;ed and Mexican workers

of Mexico and their continued right 1o do business there a
therefore, rematn on the fence. NAFTA is designed to calin thei
fears. Its principal goal is to assure foreign investors that their
capital investments and plants will be sateguarded in Mexico.

One NAFTA provision assures investors that if either thei
plants or capital investment is nationalized or expropriated by the
Mexican government, the investors will get a quick reimburse-
ment at market rates. For many U.S. investors who have a7
knowledge of Mexico's long history of nationalizing foreign ;
companies, this is a vital protection.

NAFTA also guarantees foreign investors and companies that
they can take their profits, dividends, and capital gains out of
Mexico. In addition. NAFTA guarantees the convertibility of
pesos at market rates.

Another NAFTA provision gives foreign investors and com-
panies in Mexico the same protection for their intellectual prop-
crties —- patents, copyrights, and trademarks — that they now
have inthe United States. NAFTA discourages counterfeiting and
thettof inteHectual properties, while simultancously encouraging
foreign companics to shift their best, most advanced technologies
into Mexico.

Most important, NAFTA creates a dispute settlement mecha-
mism that is outof the hands of the Mexican court system. It works
through binding arbitration undertaken by trinational panels of
UXperts.
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Alabama
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
Florida
Georgla
Idaho
Illinois
Indiana
lowa
Kansas
Kentuéky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada

New Hampsbire
New Jersey
New Mexico
New York

B

18,061,900 5,988,200
363300 #1657 120,000 48] &
173,500 35.800
220,200 .. | -. (15900 ;.
1,961,800 747,600
176,200, - 35,500
338,600 101,200
62,400 3,000
473,100 164,500
545,100 69,000
60.500 8.700
976,100 305,900
594,100 177,700
224,000 396,800
187,0X) 61,900
272,900 85,400
174,800 38,100
97,800 42,000
200,6(0 42,000
489,700 144,800
858,200 239,500
384,500 103,300
237,200 88,000
401,400 88,600
19.800 6,800
100,500 25,600
25,600 5,200
85,800 - 42,100
590.900 173,800
40,700 9,300
1,054,000 265.900
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352,600
30,300
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Chapter D

“Selling” NAFTA -
Myth vs. Reality

In June 1990, the United Nutions—sponsored Economic Commis-

sion for Latin America and the Caribbean published a handbook

g for its members abouthow to Jobby the U.S. government. tserves

as an interesting analysis of how the government of the United

- States really works.

The Commission reports that in other natons « attempts by
foreigners at influencing decision-making processes are com-
monly understood as interference in internal aff airs.” But in the
United States, the Commission says. “lobbying constitutes 2
lawful opportunity available to {foreign] interest groups 10 exert
influence and to have an impact on policy.”

Actually, influence over the decision-making process in
Washington is for sale to the highest bidder.

As the Comumission report makes clear, foreign interests can
buy the knowledge, contacts, and advice of “poth famous and
not-so-famous former government officials and Members of
Congress — Washington’s so-called revolving door, as well as
lawyers, public relations specialists, coalition builders. marketing
experts, communicators, consultants, and many others who have
experience in government of on Capitol HilL”

These Washington insiders provide a variety of services 0
foreign governments. As the Commission handbook points out,
the cafeteria of inﬂucnce-pedd\ing options provided by one
prominent W ashington law firmincludes,” legal services. Wash-
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ington lobbying, grassroots lobbying, coalition building, publi

relations, media strategies, economic consulting, manage
consulting, political fund raising. issues monitoring, and ew

planning. In addition, other firms offer media production, direc ;

mail, political consulting, and opinion polling.”

In short, Washington is a political bazaar where foreign inte

ests can buy virtually everything they need to alter the actions o
the U.S. government to suit their needs.

What is especially troubling about foreign lobbying is not just
that it is so widespread and completely legal, but that the United

Nations is using U.S. taxpayers’ money to teach the rest of the
world how to take advantage of the American people.

Mexico Comes to Washington

In June 1990, President Bush and President Salinas agreed to

negotiate a trade and investment agreement. Two months later, the
Mexican government sent Herminio Blanco, its chief trade negotia-
tor, to Washington to do what he called “lobbyist shopping.”

Blanco came to Washington with an open checkbook, and he

did not go home empty-handed. In a ground-breaking study of

foreign lobbying, the Center for Public Integrity reports that

among the foreign agents he hired are 33 former high-ranking

officials of the U.S. government (see Appendix A). Some exam-
ples are:

* Robert Herzstein, a former U.S. Under Secretary of Com-
merce for International Trade, is now Mexico's lead U.S. legal
counsel for NAFTA. Also, the Center for Public Integrity
reports that Mexico paid his law firm $5.2 million between
August 1991 and January 1993,

¢ William Brock, the former United States Trade Representative
(USTR). is now Mexico’s principal U.S. trade and political
advisor on NAFTA. While serving as USTR in 1982, he
initiated discussions with Mexico about a trade and investment
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NAFTA office arranges for Mexican officials to visit prestigious tab shod ever be peholden o anyer:

forums throughout the United States. Over the past two years, the should

President of Mexico and his cabinet have spoken before dozens interests: A
of U.S. audiences. The Mexican message is always the same: . iness wants “AFT
American workers have nothing to fear from NAFTA. Big Bus heir eye on Mexico fof

‘The Mexican lobbying coordinators meet with their top Wash- X - onal C(,rporauons have hd‘i“.equence, \ us.a locale
ington agents at least once a week. At these meetings, Mexico's g | Multinati© ¢ a market of any real € _quality 1abof with WCme
“Team NAFTA" shares information and coordinates its efforts P years — “(_)‘ & 4 supply of cheap h ghn?nen\. Unul recently.
to persuade Congress. é for an un::jn-\::““"a etic central gover
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: Ak ont
' : o U.S. corporations and trade associa ::dunatcd

. : R ost of these U.o- ¢ mmecs(PACs)thalhav

principal obstacle to this corporate dream has been exif) mgepolitica\ Action Com eSS,
ficree resentment of both the United States and the multinatigie avily to the NAFTA advocates In u.g ’ e United States i
corporations. é . ing organizauon 1n & t
: iy, e [gen W00 R Congross o ratify NAFTA, e
. . O h .

2 _(ha‘_ :ltc\zr::xeculivc branch of the federal govern
pranization 1

h to lobby Congress. but the
s under its control employ

For more than a decade, these companies and many p
opinion makers have quietly, but persistently, worked on the
of integrating the U.S. and Mexican economies. They have d

the executive branc
studies, persuaded Mexican officials to sign *framework™ i

the dozens of agencic

. . - se and e csional relations.”
vestment agreements, conducted conferences, written editorl§ e How;c pleina category called co‘ngr'e as well.
and done all of the things that shape public opinion and deb ndreds of peO bbying, but it doesn’t pay

ys the same thing as 10b0YN! lations” sta

; The presi dent’s ..Congressmnal. rela oid — the White House.
. pres Jdations machine 10 the w mists,

mier public relation f econo

) 1o has the services 0 _
i Jtions staff alsohas . ny piece
congre.slet:‘ " fj:: and clerks who can quickly find any P
rarians,

> “ongress.
needed to sell this agreement 1O Cong

; the
NAFTA is the culminating event. ff is backed by

U.S. corporations are spending as much as the Mexican :
ernment to persuade Congress to ratify NAFTA. These expendis
tures are far less visible than Mexican expenditures, howeve
because domestic companies are not required to report nearly
much information about their lobbying efforts as are fo
interests. However, the enormity of this effort is apparent.

The U.S. corporate lobbying campaign to ratify NAFTA is led
by a newly-formed lobbying group called USA*NAFTA. Ith
more than one thousand members, but the group’s money comes
from fewer than one hundred of those members. The CEOs of:
many of USA*NAFTA companies served as advisers to the US;
negotiating team during the NAFTA negotiations. Most of the
USA*NAFTA companies will profit greatly if Congress ratifies
NAFTA.

USA*NAFTA has publicly stated that it is raising $2 million s
to spend on pro-NAFTA lobbying. This, too, is the tip of a larger §
political iceberg. Most of the sponsoring companies also maintain
full-time lobbying offices in Washington. These lobbyists are
working hard to get NAFTA approved.
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A strange thing happens 11

relati
To sell this agreement,

But there is more. These same companies also provide major
funding for the key business and trade associations in Washing-
ton, D. C.. such as the United States Chamber of Commerce, the
National Association of Manufacturers, the Business Round-
table, and dozens of others. All these organizations and their
lobbyists are working hard to get Congress to ratify NAFTA.,
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accusers are rarely criticized by the media.

The “racist” card is already being played by the pro-NAFT

advocates. High-level administration officials are telling repo
ers in “off the record” interviews that NAFTA opponents a

racists. Several Members of Congress are making similar slurs in§
public. [t is, of course, all planned and coordinated. Politiciansg

who claim otherwise should be asked to explain such demagogu
cry to their constituents.

The fact that American workers don’t want their jobs moved
to Mexico is not “racist.”
Myth 2 — NAFTA Will Create More and Better U.S. Jobs

When NAFTA negotiations began in 1991, advocates claimed
NAFTA would create more jobs for Americans. In 1992, during
the middle of the negotiations, the U.S. Secretary of Labor
testified before Congress that NAFTA would cost 150,000
American jobs. In July 1993, the Congressional Budget Office

reported that the total number of lost American jobs would be
S well under half a million.” Notice a trend here?

The reason that most U.S. policymakers are so blind to the job
shifting that will occur if NAFTA is ratified is that they rely on
the dozens of “reputable™ academic studies that say it won't
happen.

Yet, these studies are based on unrealistic assumptions and
Hawed mathematical models. Most of these models assume, for
mstance, that the United States is operating at full employment,

“meaning that anyone losing a job has the skills and resources to

peta comparable job almost immediately. They also assume that
Mexico will not become an export platform into the United States
for Asian and European manufacturers.

As absurd as these assumptions are, they are the least of the
weaknesses found in the studies. Specifically, the International
Trade Commission, the federal agency that analyzes the eco-
nomic effects of U.S. trade agreements, reported 1o Congress in
February 1993 that the most prominent of the NAFTA studies,
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from the United States. At this rate, the U.S. will £0 be
runnimg up trade surpluses.

More than $6.7 billion of the $40.6 billionin U.S. exports
auto parts shipped to U.S. automakers in Mexico for final ass

bly. These final assembly jobs once belonged to Ame;
autoworkers,

sed for
that
ket

Another
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he

$9.4 billion of US. exports were for industrial g

s that were used in the manufacturing of products — a

portion of which were shipped back to the
So, of the $40.6 billion of U
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and beve

United States.
S. exports, less than $8 billioghl
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During 1992 the largest category of U.S. exports to Mexi

was capital goods — machinery and equipment that will be
to manufacture items that were once man

American workers. The graph on page 7

Myth 6 — NAFTA Creates a Vast New North American Market
NAFTA advocates constantly argue that “Once ratified, %§
NAFTA presents g

reat economic opportunities to all three coun-
tries — the United States, Canada, and Mexico —

estimated $7 trillion market for 362 million peopl

ufactured in the U.S, by’
I tells the story.

and creates an
e”

This myth omits one important fact. The United States is the
market. The U S. economy constit

utes more than 85 percent of
the North American market, while Mexico's economy is only
four percent of the market. There is no doubt about it — Mexico
has a lot of people. Of the 362 million people in North America,
almost 90 million are

gillions of Dollars “Real”

1992 U

7

) 63

N 3 &
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in Mexico — approximately 25%. But »w u; 3

Mexican consumers do not have the money to buy American or B Qaecs
ts. The annual per camits ine o 0 is lece S 5353
Canadian exports. The annual percapta income in Mexico is less S or 3 m
than $2,500. The goods Mexican consumers might buy, such as E = g =
radios and stereos, are made in Asia. What Mexico really offers "é. s
certainly is not a large consumer market but is a plentiful supply 3] < =
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of low-wage workers. The graph on page 73 explains
relationships.

The only significant opportunity the U.S. has to export .
Mexico is the opportunity to sell capital goods to U.S. factorie:
relocated in Mexico. The grim reality of this arrangement is th
loss of millions of American jobs.

Myth 7 — NAFTA Will Reduce lllegal Immigration

As manufacturing in northern Mexico expands, hundreds of -
thousands of Mexican workers will be drawn north. They will 3}
quickly find that wages in the Mexican maquiladora plants cannot
compete with wages anywhere in the United States. Out of
cconomic necessity, many of these mobile workers will consider
iltegally migrating into the United States. In short, NAFTA has
the potential to increase illegal immigration, not decrease it.

Myth 8 — Rejection of NAFTA Will Cost 400,000 American Jobs

The United States Trade Representative and other administra-
tion officials have testified that if Congress rejects NAFTA, the
United States will lose 400,000 jobs. This estimate has been
widely repeated. It is nonsense.

' ““Mexico
- ............. 24.1%

Ottice using dat@ {from the

dgel
a?iona! Monetary Fund

ional Bu
urce: Congressio
S\Noodd Bank and the intern

North American Market

The estimate of 400,000 lost jobs is based on the assumption
that U.S. exports to Mexico will rise by almost one-third by 1995
— a$13.4 billion increase — if NAFTA passes, or to about a $54
billion level. At the same time, the administration estimates that
exports will fall by a quarter if NAFTA is rejected — that is, from

$40.6 billion today o $31 billion. ' o

How did the administration get that 400,000 job figure? ?% ‘4 united States
Economist Thea M. Lee was asked the same question by Con- : [ §5.0%
gress. She punctured this balloon. Lee told Congress that the drop 5 Mexico
of exports from $40.6 to $31 billion accounts for 161,000 jobs. 4 4.0%
But. when Congress asked, * Where do the other 239,000 lost jobs %

come from.” she responded as follows: the loss of 400,000 jobs
1s not measured from current levels, but from the mythical height
of 900.000. which is never actually attained. but only assumed to

s PO

he
| Budger Otfice using data trom i
8!

ni

0 nd
1 Soutce CO‘:‘!:'::;’:. \nternetional Monetaty Fu
be possible. - World Ban

13




LA

. -

~&
\JF;AVE YOUR JOB, SAVE OUR COUNTRY

AN
~

The administration’s 400,000

job loss claim is baseless:
.; more blue smoke and mirrors,

BN
Q
v Myth 9 — Rejection Of NAFTA Is A Rejection Of Salinas Chapter 6 Q<\
"~ One US. Senator has written that a “repudiation of NAFf

would be a personal repudiation of President Salinas, who filg
w requested the negotiations.”

. What's in NAFT

YA former Secretary of State writes that * Defeat of NAF]'“_ E

2 would do incalculable harm to the reform process Presidem-:
Salinas has so successfully begun.” '
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Administration officials argue in private that if NAFTA is !
rejected, President Salinas might not be able to choose his suc-

cessorandthe ruling PRI's dominance of Mexico's politics might
be endangered.

U i

Again, let’s be clear here. This is supposed to be a trade
agreement. It must be evaluated on what is best for the American
people. and particularly American workers. American jobs

should not be used as a foreign policy device to take sides in the
upcoming Mexican elections.
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From the beginning of negotiations, everyone has understood |
that Congress has the

criterion by which NA
America?”

right to reject this agreement. The sole
FTA should be judged is “is it good for

ey ectina il

/~

Each of these myths is being repeated in countless forms as the
Congressional vote on NAFTA approaches. Upon examination,
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While there is no substitute for reading the actual agre ey ve you. be began negotiating o of
- . A pne £2 . bef()\’e they r()\}\SlO“b
itis unlikely that very many Members of Congress will (ime in Mexic0 ¢ virtually all the P ;

es

: : - nges N
time or make the effort to read it before they must cast their§ ry few chang

: " A incorporal L, ve .
Reading and understanding a 1,100-page document with 3. i ause h:‘?;‘: Free Trade Agt?:gt:les will occur ‘f_b:: Free
guage similar to a life insurance policy is something that ' ' ‘gtigtwct:‘.:“ Canada 3“dxhe:::5u\l the No A\L“ :;Z(\Onsh'\p
people have time to do. Congress: A8 € 7 es‘Mexico'S ne under-
Yet, elected servants bear the burden to ensure that ! bas.‘c-a“yb(()sresf.m AFrAi“wgra‘eir?evsew
hearing all sides of a particular issue and know what they thits WO northern r}e\gh * very developed cout
doing when they vote, particularly on something as dangero ry with W

America’s economic future as NAFTA.

The remainder of this chapter is devoted to a summary"off
NAFTA. Special attention is focused on the provisions affect

American jobs and U.S. sovereignty. __general Matters arts and 22 cha

: . . into two
'ufjg;:;eme 1 is divided :2:}‘;‘%2;3 which z.\(r:c :;;;ggees of
e 1
The Basic NAFTA Document s very short ‘“()(:::ydescnbeg the ;:u:j identifies wmircm
. apters, erms nd envi

The North American Free Trade Agreement is a two-volume c;gemem defines ;::\é 'mtemalio_“a‘ ‘:;:::e:Ch ation assu
document with a blue cover. The 570 pages in Volume I present relationship 1 cx‘tates the obligations
the key provisions of the agreement between Mexico, Canadaand | agreements, and Lis adopted d with the prmaPal
the United States. once the agreem‘."“ s three are concerne vestors who o

Volume 11 consists of 450 pages. Of these pages, 147 are Of the Six ob)eCl\;’:" T protecting foreig
devoted to “exceptions™ to NAFTA. Another name for an excep- oal of the agreem Hant prov'\sion n
tion might be a “special treatment provision.” If you've just pusiness in Meutff cons — TH ost ‘{r\;{‘):) ations of the three
finished negotiating a deal with someone, you might judge your Extent of Qb\lg‘a(;‘s which defines the omagr each govemmenz
negotiating success on the number of “special treatment provi- part One 1S Article A S enacted. It states are taken in order tor
sions™ to the contract that you were able to get — the more the ~ountries if NAFT \~ ecessary measures - including thed
better. We've already seen several examples of one country or " nall ensure that al n-c,‘onS of this Agree_ﬂ‘ lh\; Agreement
two countries receiving special treatment or exceptions under ?vc effect 10 the provl;mem’ﬁe prov'\ded in
NAFTA. We'll see several more exceptions in this chapter. ibsef\"mce' Cx.cc‘.)’l‘asovcrnmem% " artof the United

The NAFTA document conveniently summarizes the excep- state and provinct® " proad commitmenton men‘\)y will the Unit€
tions on a country-by-country basis. It shouldn't come as any This '\saver)’“’_c‘r){ \',rﬁed by Congress Noto
surprise to learn that the United States has the fewest pages of States I NAFTAS T

exceptions — a total of 21. Canada has twice as many pages —
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States be bound to change its federal laws that conflict witil
NAFTA. butit will also make a commitment to see that any st )
laws that conflict with NAFTA are changed. Many existing la

and regulations at all levels of government will be superseded by

NAFTA.

Equally important, NAFTA gives Mexico and Canada théli

right to challenge the legality of our federal, state, and local lav
as illegal trade barriers. Any challenge will be considered
secret by a panel of international trade bureaucrats. There is n
appeal process involving the U.S. justice system. The third bran
of U.S. government, the judiciary, and the American right tod
process have been negotiated away. What happened to the systeny,
of checks and balances? If the United States loses a decision
before this board of international arbitrators, the United States is”
obligated to change its laws or pay a penalty to the other nations.?

The impact of this provision on U.S. sovereignty is neith
trivial nor far-fetched. In the late 1980s, the United States banned
tuna imports from Mexico under the provisions of the US.
Marine Mammal Protection Act, which protects dolphins from
lethal fishing methods. Mexico challenged the legality of the U.S.

law under the General Agreement on Tariffs and Trade (GATT), .
the world trade agreement. In August 1991, a GATT panel ruled »

thatthe U.S. law is an illegal trade barrier. An appeal of the matter
is still pending.

In 1990, Canada challenged U.S. excise taxes on beer, wine,
and cider. As part of its opinion in this case, a GATT panel of
arbitrators established a significant precedent with respect to the
effect of both U.S. federal law and state law. The international
panel declared that, “GATT law is part of the United States
federal law and, being based on the Commerce Clause of the
Constitution, overrides, as a general matter, inconsistent state
law.” GATT ruled that the U S. federal government must take all
measures within its constitutional authority to force compliance
with GATT by each of its state governments.

As these examples suggest, NAFTA obligates the United
States in ways that are only dimly understood. An international
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\)Q\ basis for dozens of agricultural products.
O}j}\\f‘ﬂ Two of the most important provisions, however, concen:
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NAFTA’s text contains one agreement that applies to ag

tural trade only between Canada and Mexico, and another g

/\Q ment that applies only to Mexico and the United States. Ine
agrcement, new tariffs are specified on a product-by-prod

export of wheat and comn to Mexico. Under NAFTA, Mexiq

v

market will be opened to U.S. and Canadian exports of be

— commodities. But, U.S. wheat farmers will be at a price disad
\, \é\UJI vantage because the 1988 Canada Free Trade Agreement 3
o permits Canada to subsidize the wheat production of its farme;
Ny

s

Perhaps the greatest dangers from NAFTA are contained in th
food hygiene standards. NAFTA’s lax standards undermine ex:

isting U.S_health and environmental standards. Rather than adopt 3

< the highest possible food hygiene levels, NAFTA adopts stand-
* ards developed by something called the Codex Alimentariug3
X Commission, plus those of the International Office of Epizootics, g
¢ the International Plant Protection Convention, and the North

R,
Y

o7 N_American Plant Protection Organization.

The Codex, a United Nations organization, is a standards-set-
ting body whose members are national governments. It meets
every two years to ratify standards — such as those on pesticides,
residues, and meats — that are proposed by its committees.

The Codex delegations create a problem because they rely
heavily upon the expertise of executives from the very industries
that are to be regulated. Again, the numbers reveal alot: the US.
Advisory Panel to the Codex Alimentarius at a recent standards
review was composed of representatives from 14 food and chemi-

cal companies, six food and chemical trade associations, but only
two consumer groups.

As in other parts of the U.S. government, the revolving door
Is once again a problem. The leader of the U.S. Codex team until
1991 was the Under Secretary for Agriculture. In August 1991,
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Part Three —Technical Barriers to Trade ! d 1o buy Co'“pe?:: taws of 3
Chapter Nine, which is only 22 Pages long, compriag ¢ the Buy A'"e;:‘cx‘co d
Part Three. It defines the standards that will be used FTA allow® ade barners
under NAFTA, excluding those for food hygiene v laws as legal U B

. a1d on
defined in Chapter Seven. .

The objective of Chapter Nine is to equalize the stands

by the three nations in a vast array of areas such as o and Canada CO“b market an
pharmaceutical testing, communications, health standards i} access0@ "
transportation safety among others. While the goal should 6@ itle mar et. Some ices,
raise Mexico's standards, which are lower than those of G ‘““s\men\. s-efvm'\s S
United States, NAFTA uses international standards as the foggili Five — stake about it U
dation for setting rules in the future. Many of these internationg ake no ! atly bune

standards are lower than existing standards in either Canada g8

be rehensive.
the United States. This chapter 1% C0f;‘§u.‘ .
A .. ) inec )
An apparent U.S -inspired provision (probably from a pang reement are dcﬁncd“s.‘ .
conscience) allows each of the three nations to establish high mégus\y gave these PO .
domestic standards, and to exclude imports that fail to meet the: pvio ¢ protec

higher standards. However, any standard stronger than the offi-
cial international standard can be challenged as an unfair trade
barrier. The challenge will be decided by a trinational panel of %
trade bureaucrats operating in secrecy.

Put another way, NAFTA forces the United States to justify

. eb
. . . . . | 1CO, ther
its domestic regulations to Mexico and Canada. Instead of bring- MC.:n investors
ing the Mexican standards up, NAFTA will lower U.S. standards Ast nt cha

on health, safety, and the environment. U.S. trade negotiators

X
should never have put the American consumer in this position, m?;::\y\'\kc Joing bU\::::
m ,. i
Part Four — Government Procurement n the process: M N
This 79-page chapter opens country’s government procure- once -‘mposccl 0?\‘ oo ke
ment operations to suppliers from the other two countries. foreign 'mvcstlo.\h‘ml foreign investors 0 -
NAFTA specifies which governmentagencies will accept foreign Mexican citizen! ces 10 atllow 19 ains, rO)’z‘“_y P )
. . .. . . 10 cx"co agr cdp\‘a B m “’\Vest
bids, provides equal competitive opportunities to bid, and makes

In NAFTA. e dends. et 68 prived fro

certain that the rules are fair for all.

home any proﬁls' d“v(‘ees, and other mo
The big gain for the United States is that U S. companies will ments, managemen
be permitted to do work for PEMEX, Mexico's giant petroleum
industry. But the price is high. For instance, NAFTA will nullify )
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professionals have a major stake in ensuring the standards of their R
profession. Under NAFTA, those standards will be subjecttoa ¥%

challenge which will be heard by an international panel. U.S.

professionals will soon be competing with lower wage Mexican

professionals in the U.S. service market.

Telecommunications — U.S. companies that move to Mex-
ico may require top quality computer, data processing, and elec-

tronic data base services. The telecommunications section of
NAFTA ensures that foreign companies in Mexico will have full

access to public telecommunications networks, including pri- g

vately leased lines, on reasonable and non-discriminatory terms,
The goal of this provision is to allow foreign investors to have

the same level of telecommunications services in Mexico that
they can get in the United States or Canada.

Financial Services — Under NAFTA, Mexico can restrict
foreign banks from controlling more than eight percent of the
entire banking market. Mexico will have to allow this limit to rise
to 15 percent by 1999. If foreign banks achieve 25 percent of the
Mexican banking market between the years 2000 and 2004,
Mexicocan freeze foreign linancial affiliate's market share at that
level. This freeze may not remain in effect for more than three
years. Mexico can restrict foreign banks to controlling no more

than one-quarter of the Mexican banking market until as late as
the year 2007.

The important result of NAFTA''s financial provisions is they
provide a safe haven for U.S. and Japanese banks that want to

avoid banking restrictions in their own countries. The Interna-
tional Trade Commission explains how:

NAFTA will likely have a modestly beneficial impact on
fong-term |banking] investment in Mexico. In the absence
of U.S. domestic regulatory reform, however, long-term
investment in Mexico's universal banking system will be
particularly attractive to U.S. and Japanese banks. Once
established as financial groups in Mexico, they will be able
lo operate commercial banking, investment banking, insur-
ance. leasing, and factoring businesses simultaneously. The
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41 Apiculturist
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42 Astronomer
43 Biochemist
44 Biologist
45 Chemnist
46 Dairy Scientist
47 Entomologist
a8 Ep'\demiologisl
49 Geneticist
50 Geologist
51 Geuchemist
52 Geophysicist
(including
Oceanogmphcr)
53 Horticutturist i
54 Meteorologist '
55 Pharmacologist
56 Physicist (including
Oceanographer)
57 Plant Breeder
58 Poultry Scientist
59 Soil Scientist
60 Zoologist

TEACHER

61 College
§2 Seminary
63 University

an Free Trade Agreement. Appendix 1603.D.1, Chapter
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SAVE YOUR JOB, SAVE OUR COUNTRY

costof production. The purpose of dumping is to unfairly destroy '

competitors and take away their market share. Although this is
illegal in the United States, Mexican and Canadian companies
have engaged in these practices many times in the past.
NAFTA is crystal clear on this issue in Chapter 19 which states
* As provided in this Article, each Party [nation] shall replace

judicial review of final antidumping and countervailing duty
determinations with binational panel review.”

In the past, the Canadian and Mexican governments have also
subsidized many of their companies, which gives them an unfair
advantage in international competition. In those cases, the United
States can still impose a tariff — a tax on the imported goods —
that is equal to the amount of the government subsidy, thereby
leveling the playing field.

Over the past several decades, the United States has often been
the target of dumping and subsidized exports. Time and again,
crime has paid. Dozens of industries, thousands of companies,
and millions of American jobs have been lost to these illegal acts.
The most visible of these losses is consumer electronics, which
was destroyed by dumping in the 1960s and 1970s.

Subsequently, protections have been built into U.S. laws and
victims have access to expedited methods to deal with these
predators in U.S. courts. NAFTA would wipe out these rights and
procedures. The NAFTA procedures are modeled after the pro-
cedures incorporated in the 1988 Canada Free Trade Agreement.
They have received virtually no attention. Here's how they work:

If U.S. judicial procedures find that Mexican or Canadian
firms are either dumping goods in the U.S. market or are being
subsidized by their governments, the Mexican and Canadian
governments can appeal the ruling by requesting the formation
of a binational panel.

The rulings of the international panel are final. Ultimately,

U.S. citizens and corporations are denied the protection of Ameri-
can laws within the United States.
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WHAT'S IN NAFTA

The glaring differences in labor rights should have been ad-

& dressed if the goal of NAFTA is to integrate the U.S., Mexican,
8 and Canadian economies.

Likewise, both the United States and Mexico have strong

environmental laws. They are strictly enforced in the United
States, but only loosely enforced in Mexico. Major investments
. will be required 10 clean up the pollution in Mexico. No one
knows precisely how much the environmental clean-up of Mex-

ico will cost, but some estimates have run as high as $20 billion.

The further industrialization of Mexico will require additonal
pillions of dollars 10 be spent modernizing its environmental
infrastructure such as the water and waste water wreatment facili-
ties, utility emissions, and solid waste disposal systems, among
others.

NAFTA does not address these necessary and costly environ-
mental issues. It merely suggests that no nation should use weak
enforcement of is environmental laws as a means of attracting
foreign investment. Yet, Mexico has consistently done this for
many years, and continues 10 do so.

To correct these Jabor rights and environmental deficiencies
in NAFTA, side agreements have been requested by the US.
government. Canada and Mexico have both insisted that any such
agreements have weak mechanisms of enforcement. This brings
into question the international commitment to the enforcement of
side agreements.

Many Members of Congress have taken the position that they
will reserve their judgment of whether or not 0 vote against
NAFTA depending on the final form of the side agreements. For
most of these elected officials, this is just an excuse for them to
wait and see what the political winds will be atthe time they have
to vote on NAFTA. It is vitally important that you let your
congressmen and senators know your views. Forms aré included

at the back of this book.

In summary. each of these three weaknesses is a reason 10

reject NAFTA:
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R How to Make NAFTA Work

Good sid
side
approve : agreements must not be used :
prove a bad trade agreement sed as an excuse to °

Chapter 7

Just as the i .
president’s staff was i
package by skippi was instructed o
for thcg Couﬁutbfk):pg ":fi lfhe details and telling hO\:foilSSvlilllh‘l‘sbbUdgCt
. » good for the eco e good
working families ™ it i nomy and .
1g families,” it is now adopting mf‘g‘;}?::{;:fjdle-dass
ics to sell

Inevitably, the economies of the United States and Mexico will
become more entwined with each other. The question is, how?

Ultimately, there arc two hasic routes. One s o pitthe workers

NAFTA. The Whi

: hite House is aided in i

VN aid . : ) ; ’

'N.k_xuan government and pmﬁl_zdrilvn its lobbying efforts by the of each nation against the other in arace 10 the bottom for wages

nations. en corporations from both i and benefits. The other is tocreate a complementary relationship
: in which the people of both nations improve their jobs, wages.

ds — a positive situation for both countries.

The pro-NAFTA
campaign is
mpaign is the largest lobbying campaign and living standar
hefore the American people and the US.

on a single issue i :
tn US. history. - This is the choice
Congress.
To adopt NAFTA s to choose the first alternative — destruc-
tive competition. N AFTA will pulldown the wages and standards
in the United States while doing little more than exploiting many
of Mexico's workers and their families. NAFTA is a losing

proposition for both sides.
To move forward in a positive manner, Congress and the
president can take the following common sense actions.

What Is Required 0f Congress

The Constitution of the United States gives Congress the
power to regulate foreign commerce. While the president nego-
tiates trade agreements, it is done within the instructions given to
the executive branch by the legislature. Congress alone makes the
ultimate decision whether a trade agreement should be adopted
or rejected. Many people in Washington seem t0 have forgotten
these provisions of the Constitution of the United States.
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¢ American Workers '
':) offer foreign investors highly
ulation of business. In

n telecommunicalions

105
104




SAVE YOUR JOB, SAVE OUR COUNTRY

basic support systems they can find in either the United Statesg
Canadan

Alrcady, hundreds of U.S. companies have moved facilities ¥

Mexico. Many more are using the possibility of relocating
Mexico as a bargaining tool to force their American workers
take less pay and to work harder.

If enacted, NAFTA will accelerate the downward spiral of

U.S. wages. An unfair trade agreement pits workers from one
country against workers from another. Unfair trade is contrary to
the U.S. goal in any trade negotiation: to expand the U.S. job base
and increase the wages and benefits of American workers.

To stem the on-going hemorrhage of American job loss, future
access to the U.S. consumer market should be conditioned on
imports meeling basic requirements. One basic requirement
should be that imports from Mexico and other developing nations
be produced by workers whose wages reflect their productivity
and value. To ensure this condition, the United States can impose
a “social tantf™ at a level that is equal to the difference between
the wage paid in the developing nation and the wage paid in the
United States for comparable work. Social tariffs should apply to
the imports from both foreign-owned or U.S.-owned companies.

A social tarift has a number of advantages. A social tariff
constructively uses the enormous power of the U.S. consumer
market. It does not interfere in the internal affairs of other nations
~ if they want (o do business with the United States, they can
play by the rules; if other nations don’t want to play by the rules,
they can find other markets for their products. The choice is
entirely theirs. A social tariff allows U.S. companies to move
production anywhere in the world, but limits their power to
exploit low-wage production through U.S. import laws. Social
tariffs create an incentive for U.S. companies to keep jobs in the
United States and improve the productivity of American workers.
They give American consumers an assurance their tax dollars will
no longer be used to exploit poorly-paid workers in Mexico or
other developing countries, as they are now.
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A win-wi
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The New York Times

oOon
Mexico’s NAFTA Lobbying Campaign
in the United States

The Mexican Trade and Foreign Ministries
— since their successful push last year for
approval in the United States of the “fast
track” legislation that authorizes the Bush
Administration to negotiate an agreement
that Congress cannot amend — have built
one of the biggest and most expensive teams
of lobbyists and public relations agents of
any foreign mission in Washington.

The New York Times, August 12, 1992
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Chapter 6 What’s in NAFTA

As the battle over the: Ann Devroy. " Hallelujah! for Economic Change, New

White House "Message Team’ Aims to Sell Clinton Budget Plan,” The Washington
Post, July 17,1993,

A dix A
Part One - General Matters: Unless noted otherwise, the references are drawn
directly from the designated portion of text in the North American Free Trade
Agreement, Volume 1. Government Printing Office, Washington D.C., 1993,

In the late 1980s: Paiti Goldman, “The Legal Effect of Trade Agreements oa
Domestic Health and Environmental Regulation,” Journal of Environmental Law
and Litigation, University of Oregon School of Law, Volume 7, 1992, p. 13,

Former U.S. Government Otficials Work'ing for
NAFTA’s Passage, 1989 - Present
As Reported to the Department of Justice

The State of California: Frank Radaoslovich and Philip Romero, * The North
American Free Trade Agreement, Implications for California,” Governor's Office
of Planning and Research, Sacramento, California, May 1993, p. 61.
Accurding to the General Accounting: * U.S. Mexico Trade, Concerns About

the Adequacy of Border Infrastructure,” United States General Accounting Office,
Washington, D.C., May 1991,

o Gov. of New Mexico, 1983-87

« Attorney General of New Mexico,
1975-79
j Mexico
Admin. Asst. 0 Ne.w
) Governor Bruce King, 1971-72

Toney Anaya Independent Lobbyist
The leader of the U.S.: Tom Hilliard, " Trade Advisory Committees,” (hereafter

called Hilliard) Public Citizen's Congress Watch, Washington, December 1991,

A comparison: Tim Lang. **Food fit for the world?" The Public Health Alliance,
Birmingham, UK, March 29, 1992, p. 23,

Today, more than 15 million: LAC, p. 12.
Mexico will have to allow: 1TC Study. p. 42-3.
Taoday. only 20 percent: ITC Study, footnote S, p. 43-2.

« Leg. Counsel for Sen. Joseph
Montoya, 1966-69

« Exec. Asst. to the Asst. Sec. of
State, 1966

Chapter 7 How To Make NAFTA Work

i — e
755 mivanced Strategies sst., U.S. Trade Rep. for

Timothy Bcnnen‘# SJS Advanced Strategies ¢ [:Accz‘:z,ﬁggs.gg

« U.S. Trade Atache to the EEC,
U.S. Trade Rep., 1981-85

« Exec. Dir., US. Generalized N
System of Preferences, US. TR,

One basic requirement: Richard Rothstein, “Setting the Standard,” Economic
Policy Institute, Washington, D.C., March 1993,

1980-8!1
e Consumer
e N |‘~‘:mk and « Asst. Sec. for Food 3“‘: o
John Bode (v)vlw;l - Services, U.S. Dept. 0
ecda

Agriculture, 1985-89
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" The B Labor, 1985-87
" The Brock Group « Secretary of La .
it Bt « U.S. Trade Rep., 1981-

« Chairman, Republican Nat'l
Comm., 1977-81

« Sen., 1970-76
« Member, U.5. House of Reps..
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Doral Cooper

Peter Ehrenhaft

James Free

James Frierson

1.ce Fuller

Peter Glavas

Martin Gold

EAPPENDIX A -

Crowell & Moring

« Asst. U.S. Trade Rep., Office off
International

Bilateral and Multilateral Aff
1981-85

o Deputy Asst. Special Trade §
for Japan and Developing
Countries, 1978-81

e Economist and Exec. Dir. of
Generalized System of g
Preferences, US.T.R., 1977-T8}

o Economist for Int’] Finance andid
Trade Matters, Council of Boond
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» Deputy Asst. Sec. and Special
Counsel (Taniff Affairs), Dept. @
the Treasury, 1977-79

« Cong. Liaison to the White
(Carter Admin.)

« Coord., U.S. government’s pnlb .
on the functioning of the GATT 7
system in the Uruguay Round,
1987-89

« Chief of Staff, Off. of the US.
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Lloyd Bentsen, Sen. Comm. on
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o Minority Staff Dir., Sen. Comm.

on Environ. and Pub. Works,

197885
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e Tax Counsel, Sen. Boren, IW

« Chief of Staff, Sen. Boren, 1984-86.

« Campaign Mgr. and Field Rep.,
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« legal Counsel for Sen. Howard
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Lartin Gold (cont.)

 {Qabricl Guerra-
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B Robert Herzstein
Bryan Cave . -
| Bdward Hidalgo
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The Brock Group N

William
§: | Hildenbrand

Gold and Liebengood
Patricia Jarvis

Gold and Liehcngm;l-

e Counsel for Floor Operators to
Bukcr. 1979-80
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Ruth Kurtz
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« Min. Staff Dir. and Counsel, Sen. I\ |
Comm. on Rules & {
Administration, 1977-19

« Staff, Sen. Intell. Comm., 1976
o Legal Asst. 10 Sen. Mark Hatfield.
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Bilateral i
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k! of Health and Human Services,
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* Min. Staff Dir., Sen. Select k-
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« Special Asst. to the Pres. for
Legal Affairs, 1981-82

] « Floor Asst. to House Republican
Whip Trent Lott. 1980-81

« Staff Member of the House Rules
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« Deputy, Nat'l Campaign Mgr.,
Mondale for President, 1984

« U.S. House Approps. Comm.

Assoc. Staff, and Cong. Liaison 10
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1973-76
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s Asst. Min. Counsel, Watergate
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. . s¢
Merchant Marine and Fisheries
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. Min.l Counsel, House Subcomm.
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Conservation and the
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Peter Slone
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« Exec. Asst. 1o Sen. B 3 -
. . Bentsen's h:
Phil Potter Walker/Free A Texas office, 1972-79 ' l;;g-,A;:l —
ree Associates i ' ‘ e R 18
® Aide to Sen. Peter Dominick, m;l—\ - ._‘—g.g‘;c;a’nc’CESualegics » Deputy US. Trade Rep- 1980-88
e US. Amb.t0 GATT, Geneva,

1969-70 '

e Senior positions, De :‘

o L . Dept. of -
Wi e G .. Treasury, 1970-71 j S
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(cont.) 1975-79

e Deputy Chief, then Chief, Fibers
and Textile Div., U.S. State Dep.,
1973-74

o Chief of Pres. Corres. for the
White House, 1970-73

o Foreign Service, various
positions, including Foreign
Service Off., 1958-70

Michael Smith SJS Advanced Strategies o Chief, U.S. Textile Negotiator ".-:' '

David Tarullo Shearman & Sterling » Nominated to be Asst. Sec. for

Econ. and Bus. Aff., State Dept.,
3/19/93; not confirmed as of
press time

Chief Employ. Counsel of the
Sen. Comm. on Labor and Human
Resources , 1987-89

e Exec. Asst. to the Under Sec.,
Dept. of Commerce (Int'1
e Counsel), 1980-81

Telephone and Fax Numbers of

Appendix B

United States Senators and Representatives

Abclardo Valdez Independent Lobbyist « Amb., Chief of Protocol, State
Dept., 1979-81

« Asst. Admin. for Latin America
& the Caribbean, U.S. Agency for
_lm‘l Dcvel..l_977-79

Charls Walker Walker/Free Associates o Deputy Sec. of the Treas., i972-73
o Under Sec. of the Treas., 1969-72

® Asst. to the Sec. of the Treasury,
o 1959-61

* Chart reflects those who have lobbied or done other pro-NAFTA or
trade-related work.

Source: Center for Public Integrity, The Trading Game. Washington, D.C., 1993
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Senators

ALASKA
Frank H Murkowski (R)
Ted Stevens {R)

ALABAMA
Richard C. Shelby (D)
Howell Heflin (D}

ARKANSAS

David Pryor (D)

Dale Bumpers (D)
ARIZONA

Dennis DeConani (D)
John McCain (R)

CALIFORNIA
Dianne Feinstein (D)
Barbara Boxer (D)

COLORADO
Ben Nighthorse Campbell (D)
Hank Brown (R)

CONNECTICUT
Joseph 1. Liebennan (D)
Christopher J. Dodd (D}

DELAWARE

Joseph R. Biden, Jr. (D)
william V. Roth, Jr (R)
FLORIDA

Graham, Bob (D)
Connie Mack (R)

GEORGIA
Sam Nunn (D)
Paul Coverdell (R)

$tate Oftice
907-271-3735 202-224-6665
907-271-5915 202-224-3004

205-759-5047 202-224-5744

205-381-7060 202-224-4124
501-324-6336 202-224-2352
501-324-6286 202-224-4843
602-670-6831 202-224-4521
602-640-2567 202-224-223%5

415-249-4777
415-403-0100

202-224-3841
202-224-3553

303-866-1900 202-224-5852
303-844-2600 202-224-5341
203-240-3566 202-224-4041
203-240-3470 202-224-2623
302-573-6345 202-224-5042
302-573-6291 202-224-2441
904-422-6100 202-224-3041
813-275-6252 202-224-5274
404-331-4811 202-224-3521
404-264-1998 202-224-3643
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fax

202-224-5301
202-224-2354

202-224-3416
202-224-3149

202-224-8261
202-224-6435

202-224-2302
202-228-2862

202-224-0656
202-224-6252

202-224-3714
202-224-64T1

202-224-9750
202-224-5431

202-224-0139
202-224-2805

202-224-2237
202-224-3365

202-224-0072
202-224-8227




The White House

Office of the Press Secretary

For Immediate Release November 12, 1993

STATEMENT BY THE PRESIDENT

Today, we saw a profile in courage. Leo Purcell, President
of the Massachusetts Building Trade Council, endorsed NAFTA in a
letter to fellow union workers.

In addition to saying, as I have, that this is a choice
between change and status quo, Purcell wrote, "No longer can
nations afford to build invisible walls at their borders because
there are no longer national borders to free trade."

I applaud Mr. Purcell for his leadership, courage and vision
and for his strong confidence in the American worker.
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Massachusetts Building Trades Cduncil

256 FREEPORT STREET ¢ BOSTON, MA 02122-3538 + 617/436-3551 +« FAX 617/436-4163

PRESIOENT

LEO |. MARCELL

VICE PRESIDENT
EDWARD C. SULLIVAN

SECRETARY-TREASURER
LOWS A, MANDARING

LEGISLATIVE DIRECTOR

fIELD REPRISENTATIVE
JOSEPH A, DART

November 9, 1993

- e e - 4 e .,

Dear Sir and Drother: : o

I aw writing to express my .concern over the issue of the
North American Free Trade Agreemént (NAFTA). This includes the
hysteria rfrom both opponents and proponents, and the potential
for chaos, whether it passes or fails in Congress on November 17.

The issue of NAFTA has become emotional, and in many cases,
misleading. Will the removal of tariffs and other barriers to
free trade between the United States and Mexico create a
situation as NAFTA opponent Ross Perot claims '"the hemorrhage of
American jobs across the bhorder" ? Well, wa Y¥naw the ‘U.S.
companies can relocate across borders .today whether in Mexico or
Korea or wherever. That doesn’t mean that we should be pleased

with that fact; howeveor, it is a reality. And, is free-trade
good for America and its workers ?

We’va haard and learned the term Ynew world economy® cver the

' past several years, and it is fact, No longer c¢an Nations afford
to build invisible walls at its borders because there are no
longer national borders to free-trade. I‘m sure that most of us
would want to retuxrn te the days of the high-volume indusﬁrial
giants- where American workers had only to compete with other
American workers to produce products purchased by American
consumers. We know that that world of work has changed and all
we need to do is look closely at G.E., "the Big Three, U.S. Steel
and other powerful enagines of the U.S. economy and see how they
have adjusted to change within the U.S. economic capitalist

system. Now, one can say he doesn’t like the caplitalistic system
and that’s his choice.

Workers in the U.S. have a right to be suspicious of trade
and government, but it should he well placed and it’s our
responsibility 29 leaders to not add to their paranoia, but to

prepare them educationally and emotionally for the challcngcu cf
tomorrow,

Bullding Our Communities the Union Way
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tet’s face it, President Lane Kirkland of the AFL-CIO would
probably not support NAFTA reqgardless of what side agreenments

were negotiated. We, in our business, undcrstand political
expediency on tough decisions., And, I believe that what he faced
was a politically no-win situatinn. Personally, I wish he jhad

taken a different approach. :
0f coursc, there are statistics ad-nauseum on this debate,
but there ares some that stend out. In 1986, prior to Makico
looscning its trade barriers, the U.S. had a trade deficlt of
approximately §5 billion with Mexico. In 1992, the U.S. enjoyed
a $5.4 billion surplus. Will NAFTA depress American wages ?
_ Mexico provided only 7% of our imports and it already hac largely
free~trade with the U.S. ;
ewgweek recently reported that "NAFTA will not succeed or
fail on a few years’ trade statistice. 1Its real promise is to
foster a more middle-clacas Mexico and reduce immigration to  the
United states.” '

The environment is a major concern of all Americans :and

Mexico’s abuse is well documented but improving. NAFTA is

supported by six major environmental organizatioms, including;the
National Wildlife Foderation, the Environmental Defense and the
National Audobon Society. They beljeve that the U.S. will have

better control over the Mexican environmeantal habits with NAFTA
rather than without. :

1 must say that the political arm-twisting (something that

we in the building trades excel at) has gone to the extrene.

Particularly, when long~time friends such as Joe Kennedy is
attacked by a Boston Central Labor Council official as having
"caved in to big business and investment bankers" That! is
absolutely outragecus and i8 no way to treat a friend who Time
and time again has supported issues of workers and those vho |are
unabla to fend. far thenselves. We can naver bocome a one idcue
organization and ignore the fact that from time to time a friend
might digcagree with one of our issuas, particularly, in
Congressman Joe Kennedy’s ocase. I believe that what the
Congroceman did was out of a belief he was acting in the best
interest of the country and its workers. If a person’s history

is symbolic of his character, we know that Joe Kennedy doesn’t
cave in to any one, !

I'm worried that we are allowing some to get so caught-up in
NAFTA, and maybe for the wrong reasons, that they would applaud a
demagoguc like Ross Perot, while at the same time, creaté an
environment, whereby, & Lemocratic President = one we worked SO
hard to elect-will be handcuffed in the International arena.| My
greatest fear is that we could contribute to the demise of%his

!
i
!
i

~
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Administration as well. And, then what ? I'm convinced that {f
NAFTA is defeated that it will be a pyrric victory at best.

Proeident Clinton has recognized that we must prepare) for
cemexxew, and he eheuld bo admired for hia leademralidy | 8
courage, This 1s the first Democratic Administration in 12
years, and the first Administration in many years, to tackle the
tough issues that were left by the Republicans. President
Clinton is trying to improva on the status quo: his opponanhts,
perhaps without knowing it, are defending the status quo. It is

up to us, I believe, to support him, as we did in hie electjon,
and %@ inoure that tho Trcoident io ablc to make change; the

friend of the worker -- not the cncmy. Let that be his legacy.

The cacy road for the President would have been to abahdon
NAFTA and retreat from the world. But, the President knew that
amcricans aren’t quittcrs; they are winnersa. lle knew that when
the playing field is level, American workers can compeéete and|win
with any nation in the world. NAFTA’s opponents don’t think that
ig true, but I believe they are wrong. 1 have confldence in|the
American worker. President clinton has bet that American workers
are the best and most productive workers in the world. The spart
muney’s on him. That’s why oo this issue, my money 1s with| the
President.

These opinions are mine and I would be less than honest if I
aid not share them with you. On a recent cable T.V. show ip nmy
tewn of Whitman, I expressed my views on a program that |was
devoted in part to NAFTA. I stated, however, that I was speaking
personally and not in behalf of the organization I represent or
the labor community. Perhaps, I could have taken a walk and some
might say that my position is heretical, but those who knoy me

better, understand that I was never one to duck a tough issuer

yours, {

| I Frate

Lea J./ Purccll
Prasident

LIP/jd



THE WHITE HOUSE

Office of the Press Secretary

For Immediate Release November 6, 1993

RADIO ADDRESS BY THE PRESIDENT TO THE NATION

The Oval Office

10:06 A.M. EST

THE PRESIDENT: Good morning. This week I spoke with
American workers and farmers who are succeeding in our competitive
global economy. On Thursday, I went to Lexington, Kentucky, and
visited the Lexmark factory, where they make computers, printers and
keyboards for sale all over the world. Anybody who thinks our
American workers can't compete and win should have gone there with
me.

Yesterday, I spoke with farmers from Illinois, Missouri,
Montana and North Carolina. They produce corn, soybeans, timber and
wheat, and they raise cattle. Just like the workers in Lexington,
these farmers are eager to export more products all across the world,
including to our neighbors in Mexico.

The folks I spoke with on Thursday and Friday understand
what's at stake in the debate about the North American Free Trade
Agreement, or NAFTA for short. For them the debate is simple -- it's
about paychecks, not politics.

In Lexington, I also met with workers from Monarch Tool
and Manufacturing. Their sales in Mexico have grown dramatically
over the last three years. Teddie Rae True, who works at Monarch,
told me she supports NAFTA because she said without it, I might not
have a job. A lot of what we do depends on foreign trade. Roberta
canady has worked at Lexmark for 16 years. She said she still wants
more facts about NAFTA, but she knows that, and I quote her: "The
bottom line is whether it will promote more jobs for the people of
the United States. Let me assure Roberta Canady and all of you,
NAFTA means more exports, and more exports means more jobs for
Americans.

There's been so much fog surrounding this issue that
it's time to shed some light. NAFTA is good for us because it will
cut the tariffs on trade between the United States and Mexico.
Tariffs are taxes that countries put on products from other
countries. NAFTA will eventually cut these taxes down to zero. It
will also reduce Mexican laws which now require some products made --
sold in Mexico to actually be made there.

Now, that makes a much bigger difference for the United
States than for Mexican products that would be sold here. Let me
tell you why. Right now, Mexico's tariffs on our products are two-
and-a-half times higher than our tariffs on theirs. NAFTA will
remove those barriers, opening up a growing market for our goods and
services and creating hundreds of thousands of new jobs for our
people. ’

The fact is that today Mexican consumers are already
buying over $40 billion worth of American products. And if NAFTA
passes, they'll buy even more. Seventy cents of every dollar that
' Mexico spends on foreign products are spent right here in the United
States. And when Mexico takes down its tariff barriers, that means

" MORE



more sales and more jobs for our industries, from cars to computers.

Right now, Mexico puts a 20 percent tariff on cars and
virtually requires that cars sold in Mexico be made there. With
NAFTA those barriers will be lowered. That's why the big three auto
companies predict that in just the first year after NAFTA, they could
go from selling only 1,000 cars in Mexico to selling 60,000.

It's the same with computers, which also face a 20
percent tariff. Three years ago, by one estimate, Mexico bought
120,000 computers from us. Last year they bought 390,000. This year
it's estimated they'll buy 600,000. And that's with a 20 percent
tariff. Wwhen NAFTA lowers the tariff barrier, the United States will
gain a 20 percent advantage over our competitors from Europe and
Japan. And Mexico, with a population of nearly 90 million, could buy
millions more of our computers, creating tens of thousands of new
jobs here in our country.

For our country, for every wealthy country, the only way
to create new jobs and to raise incomes is to export more products.
For the past five years about half the growth in our economy has come
from exports. And jobs related to exports pay 17 percent more than
other jobs in the American economy. '

That's why NAFTA is part of my overall strategy to sell
our products all over the world at a time when our leading rivals are
also expanding their own markets in their own backyard. Western
Europe is becoming a giant trading bloc. Japan is expanding its
investment in trade in much of Asia. And now with NAFTA we can
create the biggest trading bloc in the world, starting with Canada
and Mexico, and then expanding to the rest of Latin America. Many of
the Latin American countries really want to buy more American
products, to be a part of our trading bloc. They're just waiting to
be asked and they're waiting to answer, depending what happens to
NAFTA.

Given a fair chance, I know American workers can compete
and win in our own hemisphere and throughout the world. Those who
believe otherwise underestimate the American people. We still have
the most productive workers in the world, and they've gotten more
productive in the last 15 or 20 years.

on Tuesday night, Vice President Gore will debate a
leading critic of NAFTA. The debate will be facts against fear --
the fear that low wages and lower cost of production in Mexico will
lead to a massive flight of jobs down there. Well, if we don't pass
NAFTA, that could still be true. The lower wages and the lower cost
of production will still be there. But if we do pass it, it means
dramatically increased sales of American products made right here in
America. It reduces the incentive to move to Mexico to sell in the
Mexican market. And remember the tariffs that we put on their
products are already low.

So we have to face the choice of facts versus fear.

When Americans have faced that choice in the past, they've always
chosen honesty and hope. Ultimately this debate is a test of not
only our purpose in the world but our own confidence in ourselves. I
know the last several years have been tough on hard-working middle
class Americans. I ran for President to change that, to give people
health care security and security. in their education and training,
and security as family members and workers. But I also promise to
challenge you to embrace the world economy, because we can't run away
from these changes.

Will we hunker down and say, my goodness, we're going to
be overcome by a trade agreement with Mexico, a country with an
economy only five percent as big as ours; or are we going to reach
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out to the rest of the world and say we can compete and win again.

My visit to Lexington, Kentucky and my talk with those farmers on the
phone yesterday reminded me that Americans are hopeful and hard
working. When the moment of decision comes, I believe ordinary
working Americans will agree with every living President, every
1living Secretary of State, every living Secretary of the Treasury,
every living Nobel Prize-winning economist, and over 40 of the 50
governors, that NAFTA means expanding markets. And we have to have
expanding markets, not shrinking horizons. Our jobs and our
children's jobs depend on it.

Thanks for listening.

END 10:12 A.M. EST



