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Date: August 24, 1997
< Sec. Albright, Amb. Barshefsky, Sardy Berger, Erskine Bowles, john Podest, Jay
Berman

Per aur racent conversation, | wanted to provide you with a report on my rip to
South America; Chile, Argenting and Brazil.

Although Tt wes a quick trip resulting in roughly 2 days of discussions in each country, |
was able ta mest with a broad rress-secticn of public and private individuals. The Presiderts of each
courdTy as waell 28 many of their principal ministers Met with me. As well, | met with the American
Chamber of Commerce in each country and their labor leaders. | also had [engthy discussions with
ervironmertal ministers and NGOs. Finally, in Chile and Beazil | was able ro visit local neighbarhoods
and factories to have discussions with average «ifizens.

As 2 first paint, Chilean arms sales and the gramting of non-NATQ ally status t©
Argentina were part of every discussion | had with the Presidents and the foreign rministers. President
Frer was deeply concerned about the status of Argentina — you are well aware of the relations
behwaen the two countries. As Ambassadar Guerra sad, in all ¢t his meetings with President Frei, he
had rever sear him as direct as when the question of arms sales arose. | know that the EMbassy has
priovided « bricfing to the Administration on this issue.

| mame away with a much greater apprecigtion for the vibrancy of Sewth America’s
markets. Sitting in traffic jams ene quickly understands that the markets are growing at a trefmendous
pace. Traveling through eommunities, one understands that if their wages ang living standards can be
impraved, there would be tremendous markets for otr products and the gradual reduction in the
Aryemward wage and job pressures in thae LS.

The trip also highlighted the fragility of the political systecns in these courttries having
rojested military rule only in the recant past. The fermer poltical systems did little or nething to
addrace the daep e=mnemic disparties in these countries. Our goal must be To promerte and enhance
demacracy 3nd the equitabie distribution of ecanomic growath. We must avoid rapid change that does
et Allew these courtries T adopt Transitionl policies ta ensure that all thelr people benefit, not just
the privileged few.
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| alsg came away with the clear understanding of the tremendous economic difficutties
that face the peaple of these cauntries. Chile ranks as number twe, right behind Brazil, in terms of
income inequality in South America. In cne of my meetings in Chile, | was told that the top 20% of
Chileans control 54% of the GDP: The tottomn 20% controls only 4% of the nation's GDP. This is
dasoite the tremendous exoansion of rade in the region. It's ¢lear to me that the benefits of more
qpen trade has not tricked down enough to middie dass cizens and these struggling to get into the

micdle class. [N many ways, iLis analogous to the challenges that we faced during the NAFTA
PeEGlAanans.

Prasident Frai pointerd onrt that the Chilean-Canardian FTA Indudes provisions on labor
arc the environment that ace stronger than those contzined in the NAFTA. While this language is
limited i scope (it orly covers child labor, health & safety and the minimum wage), the President
apweared willing 1o include [anguage that required enfarcermnent of domestic laws. This Is simifar to the
discussion | had with Prasiderit Freiin 1994 at the Blair House which prompted then Congressman
Richardson (now L1.S. Ambassader te the UN) and | 1o jointly intreduce a Chile-only fast track.

Indeed, Presicent Frei said that the Chilean-Canadian FTA weril farther than the
NAFTA by allowing the impesition of fines in these two imporant areas.  That is movement in the
Azht direction although the &ilure of thass istuas to be induded in the core agreement, the arbitrary
c2p on 2he level ~f fines and the failure 1o have an ecforcement mechanisen for callaction are serious
flaws, in my opinion.

| should aiso point out that the Chilean Laber Minister indicated that the ofiicial
pastion of Chile is that labor and vade issues are linked. He said i is “reasonable 1o develop a road
toy improvernent that is gradial and measurable.” ‘

As you well know, prior to entering inta negotations with the U.S. for the NAFTA the
Unitad States demznded that Mexico enhance its intellzctual property laws. | believe that President
Frov's cammitment to the package of laber law ceforms that he has offered could serve as a similar sign
of cemmitrment by Chile o irs rezdinass ) angage in tradm negotiations with the LIS,

The Argertines were alsa very supportive of an agenda that included labor and the:
ervironmert. The pressurs of increased cormpetition in the region is putting pressure an them to
ineralize thair laws. They would walcome. in my opinien, an ability to provide a backstop to their
lawe o that they ¢an continue o maintain, as well as increase, their standard of living.

The Brazilians appesr more focused on derpening Marcosur. They clearly are in the
drivars seat in this effort in the region and would prefer to continues to drive the process,

Rath Argerting and Brazil want mare time e mave fram Mercosur to the FTAA,
Thay nead fime 1o adapt to A mare apen Tading system.

As | indicated ta you and the Presidert, | believe that we should discuss the possibility
of providing fast. track for irade regotiations with Chile alore. 1Fthe final agreerment includes full
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coverage of labor and environmertal issues in the core agreement, with full enforcement, | believe
that that would serve as a maedel for future agreamants. | would find it difficult to believe that, at the
end of the day, Republicans and the business community would oppose the requiremeant that our
trading partners enforee their domestlc laws and the development of 2 growing muddle dlass for our
products as well as the protedion of the enviranment. At every American Chamber of Commerge
svert | attend in other countries, cur companies indicate that they are abiding by the same standards
in all their worldwide ogerations — the provisions that | am arguing for cauld only stand 0 enhance,
reat 1 derting, Their competitive pasition.

| have now met privately with the President an two occasiors ta indicale that | want to
unite Democrats on this issue. e (991, | negotiated for many menths with Presidert Bush and his
Admiristration o allow him to receive fst track authority. | want to work with President Clinton to
give him fast track acthority as weil.

But, | am unwilling to abandon the principles and owtlook that | have developed over
my 20 years in Congress, | do not believe that the NAFTA has been a foree for pragress. We can,
and should, da befter.
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