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(1)

THE IMPORTANCE OF THE FREE TRADE
AREA OF THE AMERICAS (FTAA) TO UNITED
STATES FOREIGN POLICY

THURSDAY, JULY 12, 2001

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON THE WESTERN HEMISPHERE,

COMMITTEE ON INTERNATIONAL RELATIONS,
Washington, DC.

The Subcommittee met, pursuant to call, at 10:03 a.m. in Room
2172, Rayburn House Office Building, Hon. Cass Ballenger [Chair-
man of the Subcommittee] presiding.

Mr. BALLENGER. The Subcommittee will come to order.
This morning we will explore the importance of the Free Trade

Area of the Americas to U.S. foreign policy.
The effort to unite the economies of the Western Hemisphere

through a single free trade area began at the Summit of the Amer-
icas in December, 1994 in Miami. The heads of state and govern-
ments of 34 democracies in the region agreed to construct a Free
Trade Area of the Americas, or FTAA, in which barriers to trade
and investment will be progressively eliminated, and to complete
negotiations for the agreement by 2005.

The Free Trade Area of the Americas has enjoyed strong bipar-
tisan support since it was launched in 1994 by former President
William Clinton and 33 other leaders at the Summit of the Amer-
icas in Miami. At the subsequent summit meeting in Santiago,
Chile, President Clinton told the assembled heads of state, ‘‘I as-
sure you that our commitment to the Free Trade Area of the Amer-
icas, or FTAA, will be in the fast lane of our concerns.’’ During our
recent presidential campaign, then-Governor George Bush and
then-Vice President Al Gore both supported the creation of the
Free Trade Area of the Americas.

Most recently, in April in Quebec City, Canada, President George
W. Bush and the leaders of the Western Hemisphere agreed to con-
clude the FTAA no later than January of 2005 and to seek its entry
into force as soon as possible thereafter, but in any case, no later
than December of 2005 in order to, and I quote, ‘‘promote regional
prosperity, thus enabling the raising of the standard of living and
the improvement of working conditions of people in the Americas
and better protection of the environment.’’

During the working sessions of the Summit, President Bush
spoke eloquently in support of free and fair trade, saying:

‘‘The history of our times is clear. Progress is found in plu-
ralism. Modernization is found in the markets. Free enterprise

VerDate 11-MAY-2000 11:45 Sep 17, 2001 Jkt 073777 PO 00000 Frm 00005 Fmt 6633 Sfmt 6633 F:\WORK\WH\071201\73777 HINTREL1 PsN: HINTREL1



2

requires liberty and enlarges liberty. Our commitment to open
trade must be matched by a strong commitment to protecting
our environment and improving labor standards.’’

I know that my colleagues on this Subcommittee and I share an
abiding interest in fostering a free and prosperous hemisphere.
Personally, I believe that it is our destiny to forge a true partner-
ship among the nations of the Americas. An intrinsic part of that
partnership must be an iron-clad commitment to democracy, and
that is why the approval of the democracy clause of the Organiza-
tion of American States is so important.

If representative democracy is to thrive, however, people must
have hope for a better life. I know of no other way to empower peo-
ple with hope than to give them access to economic freedom.

The leaders of the Western Hemisphere have put forth the Free
Trade Area of the Americas as a bold initiative to release the cre-
ative genius of our peoples. It is a bold initiative that can and will
lift honest people out of their poverty and secure blessings of lib-
erty to them and their children.

We must not lose this opportunity to act thoughtfully and with
courage to make the FTAA a reality. Our first challenge along this
path in Congress will be to grant the President the trade promotion
authority that he seeks.

Now, does my friend from New Jersey have an opening state-
ment?

Mr. MENENDEZ. Yes, Mr. Chairman. Thank you very much. Let
me commend you for calling this hearing.

Let me begin with a few observations about the legislative proc-
ess. We have 6 legislative weeks left in this session. And I am quite
eager to hear about the Administration’s specific intentions on
trade policy not only for the January 2005 deadline for the FTAA,
but for this year. And I don’t mean the calendar year, but October
when we are destined to adjourn.

As the Ranking Member of this Subcommittee, I can tell you that
I have not heard a single utterance from this Administration on
trade. Staff attended just one briefing with regard to the Chile
FTA. Last week we heard about extensive consultations on the An-
dean Initiative, but for the record, as with the Andean Initiative,
on trade issues that had not occurred in this Member’s office or
from speaking to my colleagues on the Democratic side of the aisle
on any of theirs.

So let’s cut right to the chase. There is not much of a chance that
any TPA bill that excludes labor and environmental provisions will
pass in this Congress. Indeed, I believe it is necessary to incor-
porate labor and environmental provisions in a meaningful way
into any free trade agreement, whether bilateral, regional, or mul-
tilateral. And perhaps Ambassador Allgeier can tell us whether the
Administration plans to craft something acceptable to a bipartisan
majority in this Congress.

The ball is in the Administration’s court. For the moment, it ap-
pears to be lying motionless on the floor.

Mr. Chairman, the process of economic integration that has oc-
curred over the last 20 years in Latin America has been dramatic.
From the 1980s to today, these nations have both doubled trade
and lowered tariffs among themselves from over 40 percent to 12
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percent. Two-way merchandise trade between the United States
and the 33 other democratic nations in the Americas reached $778
billion in 2000. So this involves real consequences for our economy.

In formulating hemisphere-wide trade policy, we must acknowl-
edge that trade occurs in a context much broader than one govern-
ment agencies’ efforts at opening foreign markets or reducing trade
barriers. It occurs in the context of a trading-partners inter-
connected web of economic, political and social conditions. In Latin
America and the Caribbean, this means varying levels of develop-
ment and democracy. It means widespread and extreme poverty in
some nations and relative prosperity in others.

It also means consequences here at home. Free trade has brought
us benefits; there is no question about that. But if you know peo-
ple, as I do, who have been displaced by the loss of their manufac-
turing job because their plant moved to Mexico or some other loca-
tion, and have broken bread with them and their families, you
come to understand those consequences. Families are affected. Peo-
ple do get hurt.

And let me emphasize to the Trade Representative that these
concerns must be addressed and not with ineffective trade adjust-
ment programs. We went through that with the NAFTA and that
did not work. And I was critical of the last Administration, and I
will be critical of this one if all we tell people who are displaced
by trade, there are winners and losers—hopefully more winners
than losers. But you cannot tell the loser simply that they are cas-
ualties of economic war and leave them at the roadside. You must
do something to transition them to the new opportunities that are
developed.

In my view, when pursuing open trade arrangements, the United
States should also gauge the state of a bilateral relationship. A na-
tion that is democratic, observes the rule of law, has a vibrant civil
society, has a judiciary that is independent and accessible to all
citizens, that does a decent job of addressing the education, health
and social welfare of its people, that provides workers with the
basic rights of collective bargaining and the right to organize, that
protects its environment, that treats foreign investors equitably,
that is not corrupt: Any country committed to such standards clear-
ly deserves the consideration of entering into a free trade relation-
ship with the United States.

When President Clinton announced his intention last year to
enter into free trade negotiations with Chile, these were the cri-
teria that I reviewed in consideration of whether to support those
efforts. Without reference to any of our other hemispheric friends,
let me suggest that I believe that Chile meets virtually all of those
criteria. In my view, Chile and the United States are prepared to
become partners in free trade, and this relationship may serve as
a model for the FTAA that is due in 2005. And I hope that we will
have an opportunity to vote on a Chile FTA before this session
ends.

So let me close by saying, open trade and economic relations
among nations may bring benefits, and they do; but they also incur
some social costs that are painful in some cases and generate dif-
ficulties at home and abroad. The United States can and should do
their part to help. And that is why Chairman Ballenger and I are
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discussing ways to address the pressing social issues in the hemi-
sphere, such as poverty and helping our hemispheric neighbors to
build a middle class in order that we may more closely integrate
with our friends and neighbors in the Americas.

Thank you, Mr. Chairman, for the opportunity. I look forward to
hearing the testimony of our witness.

Mr. BALLENGER. Mr. Delahunt.
Mr. DELAHUNT. I am not going to make a statement. I just want

to indicate my agreement with both what the Chair and the Rank-
ing Member have said. I think it was Mr. Menendez that talked
about trade bringing benefits. And I think, in the latter part of his
prepared remarks, he referenced standards that I dare say many
countries in Central and Latin America would have difficulty com-
plying with.

But I think even more fundamental, at least for me, is while I
concur that trade does bring benefits, I am profoundly concerned
about how those benefits are allocated throughout the societies that
are represented by governments that don’t quite comply with the
standards that were enumerated by Mr. Menendez. In other words,
his comments brought to mind a situation in Guatemala, a country
that I think has made considerable progress and should be com-
mended for that progress toward democracy and toward improving
the conditions of its people. Yet, at the same time, in Guatemala
currently there is a great debate that is raging regarding taxation,
regarding the minimum wage, regarding a number of proposals
that I believe would result in a more equitable and fair distribution
of the benefits of trade throughout that particular society.

I really have difficulty embracing a proposal that would limit, if
you will, the incremental benefits of trade to the economic elites
that still have a disproportionate influence in many of the coun-
tries in Central and South America. And that is the kind of reas-
surance that I will need as we proceed with consideration of trade
with our neighbors in this hemisphere.

Mr. BALLENGER. Thank you.
Our witness this morning is Dr. Peter F. Allgeier, the Associate

U.S. Trade Representative for the Western Hemisphere. As Asso-
ciate U.S. Trade Representative for the Western Hemisphere, Dr.
Allgeier supervises U.S. trade negotiators dealing with Canada,
Mexico, Latin America and the Caribbean. He is also responsible
for coordinating all U.S. Government interagency decision-making
on trade issues involving the Western Hemisphere, including
NAFTA.

Dr. Allgeier is a seasoned professional, having served in the Of-
fice of U.S. Trade Representative since 1989. I am pleased to note
that he earned his Ph.D. from the University of North Carolina at
Chapel Hill, for those that didn’t know that, and has served as a
visiting instructor of Economics at Duke. Mixed loyalties obviously
there.

And, Dr. Allgeier, you may proceed.
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STATEMENT OF AMBASSADOR PETER F. ALLGEIER, ASSO-
CIATE U.S. TRADE REPRESENTATIVE FOR THE WESTERN
HEMISPHERE

Mr. ALLGEIER. Thank you, Mr. Chairman, but first let me clarify
there are no mixed loyalties. Carolina is where the loyalty lies.

First of all, Mr. Chairman, Congressman Menendez and Con-
gressman Delahunt, thank you very much for scheduling this hear-
ing and providing the opportunity to discuss our policy toward
Latin America and especially the Free Trade Area of the Americas.
With your permission, I would like to summarize my remarks and
submit my prepared testimony for the record. Thank you.

First of all, of course, as foreign affairs have become more closely
linked with global economic trends, the importance of international
trade as a vital component of our foreign policy has become increas-
ingly evident. I think that is particularly the case within the West-
ern Hemisphere where the Free Trade Area of the Americas pro-
vides a framework certainly for our commercial policy toward the
region, but also as a framework, or at least a focus, for the broader
sorts of concerns that Congressman Menendez and Congressman
Delahunt have expressed. And I would like to address that in my
remarks.

First, though, on the commercial side, our trade with the Amer-
icas has propelled our trade globally over the last decade. Right
now, the Western Hemisphere buys nearly 50 percent—I think it
is actually 45 percent—of all our exports to the world. And over the
last decade, our export expansion to Latin America and the Carib-
bean has grown about 40 percent faster than our export growth to
the rest of the world, to the countries outside the Hemisphere.

We believe that the FTAA will bring economic benefits both for
the United States and for citizens elsewhere in the hemisphere. For
nearly every country, we are their largest single country export
destination. And that is very important for their economic welfare
and providing them with resources to address the sorts of social
needs that have been highlighted here this morning.

Now, that said, we do need to recognize that the access that we
have to these countries by and large is less favorable than the ac-
cess that they have into our market. And one of the important
goals of the Free Trade Area of the Americas is to correct that dis-
crepancy.

There are all sorts of ways you can express that. One way to give
you a sense of that is to look at tariffs. If you look at the United
States tariff, our average tariff is about 3 percent. If you look at
the major Latin American markets, you will see that their applied
rates, the rates that our business people face today, are roughly 10
to 15 percent. But even more of concern is that the legally allow-
able rates that they have, the so-called ‘‘bound rates’’ in the WTO,
are much higher. In fact, they average about 34 percent. And we
have seen instances most recently in Argentina where countries do
increase their tariffs from their applied rates and they can increase
it legally up as high as the bound rates that I mentioned. So it is
important that we eliminate those discrepancies in order for Amer-
ican businesses to have improved access.
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But I do want to emphasize that the FTAA is more than an eco-
nomic integration tool. It is an instrument for enshrining values
that are important to us—openness and freedom and fairness.

At the Summit of the Americas in Quebec City, there was a very
clear commitment by the leaders not just to free trade but also to
support democracy. They adopted what they called a ‘‘democracy
clause’’ in the Summit of the Americas. And what this says is that
if there is any unconstitutional alteration or interruption of the
democratic order in any state in the hemisphere that this would
disqualify that government from further participation in the Sum-
mit of the Americas.

And the Summit of the Americas covers a whole range of activi-
ties beyond just the FTAA. In addition, the negotiation of legally
binding agreements such as the Free Trade Area of the Americas
helps to lock in economic reforms that a number of these countries
have made in recent years, things such as dismantling state mo-
nopolies in areas such as telecommunications and transportation.

You talk about the economic elite and who benefits from eco-
nomic growth. When you have a state monopoly, it is people who
are coziest with the people who benefit from that. So reinforcing
those sorts of reforms is very important, similarly, so is introducing
transparency and competition in government procurement.

Another way in which people have a cozy relationship is if they
have big government procurement contracts. So opening that up
and making it transparent and nondiscriminatory is very impor-
tant, strengthening protection for intellectual property rights; and
in some countries, countries have unilaterally reduced tariffs. But
the way to make these sorts of reforms irreversible and to keep the
momentum is to lock them into international obligations such as
the FTAA.

The thing that struck me most at the Quebec Summit was at the
end. There was a press conference at the end with a number of the
leaders, and each of those leaders made very clear and strong
statements about the role that economic integration plays in their
efforts to strengthen democracy in their countries and to expand
the kinds of treatment, fair treatment, that we seek and that we
have in the United States. And that was President Fox from Mex-
ico—President Flores from El Salvador was particularly impressive
on this—President Pastrana in Colombia, President Lagos of Chile.
They all were very explicit; this was their main message at the end
of the Summit.

Where are we in terms of the FTAA? I think we are in very good
shape in terms of turning this vision into a reality.

Mr. Chairman, you mentioned the timetables that were agreed
upon by the leaders at the Summit. Another thing that is impor-
tant about the FTAA and novel in terms of international negotia-
tions is that just the other day we 34 countries made public the
draft text that we were negotiating on, nine different chapters.
These are available on the Web, on the public Web site of the
FTAA.

And we are also putting out a Federal Register notice asking for
comments and reactions to this. We would be very happy to meet
with the Members of this Committee and other Committees to talk
about what is in those initial drafts.
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What are we doing at this stage? There are basically three things
that the leaders have said the 34 negotiating teams need to be
doing basically over this year and the beginning of next year:

First, to take these nine chapters—they are very rough, there is
a lot of disagreement in them that is indicated by brackets—but to
start to work to narrow those down and get as much agreement as
possible. These are the basic disciplines that would be in the agree-
ment.

Second, to start work on the market access part of the negotia-
tions. This is the traditional thing that people think of when they
think of a free trade area. What is the schedule for eliminating tar-
iffs? What is the schedule for getting rid of other barriers?

The third element is to devise the overall architecture for the
agreement.

And these three tasks are to be done between now and the next
trade ministers meeting in October of 2002.

Perhaps I could just very briefly mention a few of the other hem-
ispheric initiatives we have because they are complementary to the
FTAA, and at least one of them has just been mentioned. We are
negotiating a free trade agreement with Chile. We are committed
to concluding that by the end of this year. And we are looking to
conclude a state-of-the-art agreement with Chile that will provide
an example of what can be achieved through such an agreement.
And I think there are a number of factors in Chile which make
them an ideal negotiating partner for this kind of an agreement.

Secondly, the Andean Trade Preferences Act expires December
4th of this year. We want to work with the Congress to find the
right form of an extension of that program. We do believe that that
is a program that does contribute to offering alternative economic
activity to drug producing and processing. And we look to expand
this program in terms of the product coverage.

Third, last year, of course, Congress passed the Caribbean Basin
Trade Partnership Act to provide additional opportunities for our
nearest neighbors in Central America and the Caribbean. We are
implementing that act; and we are trying to implement it in a way
that is trade expanding and is consistent with both the letter and
the spirit of the legislation passed by Congress.

Now, this is all within a global trade agenda in which we are
seeking to liberalize trade worldwide through the WTO, regionally
in the FTAA, and through bilateral agreement, such as the negotia-
tions with Chile and with Singapore. Basically we are trying to cre-
ate a competition for liberalization among our trading partners.

We have received a number of expressions of interest in free
trade agreements. We take them all seriously. At the same time,
we are pursuing the launch of a new round in the WTO and main-
taining our focus of the FTAA within this hemisphere.

In terms of our legislative agenda, there are a number of—well,
I mentioned, of course, ATPA, which will require legislation; but
the principal one, of course, in our priorities is U.S. trade pro-
motion authority. This, we believe, is very important in terms of
asserting U.S. leadership, not just in this region, but globally on
trade policy; and we want to work very closely with this Committee
and obviously the other Members of this House and of the Senate
to obtain such authority in the course of this year.
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We do have an ambitious trade agenda. It reflects the importance
that the President attaches to trade in general and to the Western
Hemisphere in particular. Through the FTAA and our other initia-
tives in this hemisphere, we are trying to generate increased oppor-
tunities for Americans, for our neighbors, but also to assert our
leadership in promoting trade policy as a cornerstone, or at least
a contributing element, toward our broader values of freedom and
security, democracy, and fairness throughout this hemisphere.

Working this way, we do believe that we can set a course for
prosperity and democracy for the Americas in the global system not
just for this year or next year, but for decades to come.

Thank you very much. And I would be happy to respond to any
questions or comments that you have.

[The prepared statement of Mr. Allgeier follows:]

PREPARED STATEMENT OF AMBASSADOR PETER F. ALLGEIER, ASSOCIATE U.S. TRADE
REPRESENTATIVE FOR THE WESTERN HEMISPHERE

Chairman Ballenger, Representative Menendez, and Members of the Committee:
Let me start by thanking you for allowing me the opportunity to speak before the

Western Hemisphere Subcommittee. I am particularly pleased to be here to discuss
the Free Trade Area of the Americas and its benefits to the United States both in
terms of our foreign interests and our domestic priorities.

FREE TRADE IN THE WESTERN HEMISPHERE

As foreign affairs have become more closely linked to global economic trends, the
importance of international trade as a vital component of U.S. foreign policy has be-
come increasingly evident. President Bush has stated, free trade is about freedom:
‘‘Economic freedom carries habits of liberty. And habits of liberty create expectations
of democracy.’’ The Free Trade Area of the Americas provides a framework for the
Administration’s hemispheric strategy of promoting democratic values and expanded
commercial opportunities for all.

The Free Trade Area of the Americas, once completed, will be the largest free
market in the world, comprising 800 million people across 34 countries. Open and
expanded trade benefits all people—Americans and non-Americans alike. It leads to
better jobs, with bigger paychecks, in more competitive businesses—as well as to
more choices of goods and inputs, with lower prices, for hard-working families and
hard-driving entrepreneurs. US exports accounted for over one-quarter of US eco-
nomic growth over the last decade, and they support an estimated 12 million Amer-
ican jobs.

In fact, U.S. trade with the Americas has propelled American export growth for
the last decade. Our neighbors in the Western Hemisphere now buy almost half of
all goods exported by the U.S. While Canada and Mexico are our top export destina-
tions, Latin America is an increasingly important U.S. customer. As these markets
have adopted economic reforms over the last decade, U.S. exports to Latin America
and the Caribbean have grown 38 percent faster than to countries outside the hemi-
sphere, reaching $59 billion in 2000. U.S. services exports to Latin America have
also risen in recent years, to $26 billion in 1999. Our services trade surplus with
Latin America stands at $16 billion, counting for 20 percent of the global U.S. trade
surplus in services.

The FTAA will expand this trade and its benefits for all citizens. We have seen
numerous examples in the Hemisphere of reduced barriers to trade increasing the
volume of goods and services that are exchanged between countries. The United
States currently buys 31 percent of what Latin America exports (excluding Mexico).
Thus, the U.S. market represents a significant portion of commercial activity for
many of our neighbors, providing an economic basis for other countries of the hemi-
sphere to raise living standards and enact beneficial social reforms for their people.

We are pleased to be able to contribute to strengthening the economies of our
neighbors through vigorous trading relationships, as we are now doing, but we must
also recognize that our markets are much more open to foreign goods than are the
markets of our trading partners in the hemisphere. The average applied US tariff
is about 3%, while the average post-Uruguay Round applied rates for major Latin
markets are in the range of 10% and 15%. The FTAA will eliminate such discrep-
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ancies, creating a level playing field for all countries of the Hemisphere to reap the
benefits of the fair and open exchange of goods and services between neighbors.

THE FREE TRADE AREA OF THE AMERICAS

The FTAA is more than an economic integration tool, however. It is also an oppor-
tunity for the nations of the Western Hemisphere to commit to enshrining values
such as openness and freedom. In fact, at the Summit of the Americas in Quebec
City this past April, the commitment to free trade was made in tandem with an
unambiguous pledge to support democracy. Summit leaders agreed that any uncon-
stitutional alteration or interruption of the democratic order in any state in the
hemisphere would disqualify that government from further participation in the
Summit of the Americas process. For a region that was home to the strict Calvo
doctrine on non-interference by others in states’ internal affairs, this democracy
clause is a striking sign of a new political outlook for the hemisphere.

In addition, the negotiation of the FTAA will help to ‘‘lock in’’ economic reforms
that many countries have taken in recent years, including the dismantling of state
monopolies in sectors such as telecommunications and transportation; introduction
of transparency and competition in government procurement; strengthened protec-
tion for intellectual property rights; and unilateral reduction of import barriers.

We have made real progress in turning the idea of an FTAA into a reality. At
the Quebec Summit, all 34 heads of state signed a declaration pledging to conclude
negotiations on the FTAA no later than January 2005. The United States is com-
mitted to working with others to meet, or beat, that deadline. Meeting in Buenos
Aires at their 6th Ministerial earlier this year, Western Hemisphere trade ministers
set out firm benchmarks for the next important stage of FTAA negotiations between
now and the next Ministerial in Quito, Ecuador, to be held by October 2002.

One of the most important decisions the hemisphere’s trade ministers made in
Buenos Aires was to release to the public the preliminary draft consolidated texts
of the nine chapters of the FTAA which have been negotiated to date. I am pleased
to say that these complete texts are now available on the FTAA website in the four
official languages of the FTAA: English, Spanish, French, and Portuguese. We are
interested in hearing your views, and we also are welcoming the comments of your
constituents on these texts. USTR has issued a Federal Register Notice seeking such
comments, and we look forward to engaging with you and members of the public
now that the texts have been released.

While governments are still free to modify or add to these texts, these draft chap-
ters will form the basis of our work as we move forward. Ministers have instructed
negotiators from all FTAA governments to undertake work to revise the draft chap-
ters of the FTAA text, eliminating brackets in the texts to the maximum extent pos-
sible before the Quito Ministerial. Our negotiators and their foreign counterparts
are now undertaking this intense work. Negotiators are also now beginning the
work of planning for the critical market access phase of the negotiations which are
mandated to start no later than May 15 of next year. A new group, the Technical
Committee on Institutional Issues, was also recently created within the FTAA proc-
ess to create the overall architecture of the Agreement, including drafting the gen-
eral provisions and making recommendations on any institutions required to imple-
ment the FTAA.

OTHER HEMISPHERIC INITIATIVES

While pursuing free trade though the FTAA, and in keeping with our policy of
pursuing agreements globally, regionally, and bilaterally, the Bush Administration
is also negotiating a free trade agreement with Chile. We are committed to con-
cluding the agreement by the end of this year, and we will hold the sixth round
of talks in Santiago at the end of July. We expect to conclude a state-of-the-art
agreement with Chile, which will demonstrate to the hemisphere our ability to move
rapidly with trading partners who have demonstrated their readiness with trade lib-
eralizing policies.

Looking to other trade policy initiatives in the hemisphere, the Administration
also strongly favors renewal of the Andean Trade Preferences Act program in order
to promote export diversification and broad-based economic development as a sus-
tainable economic alternative to drug-crop production. The ATPA is due to expire
on December 4 of this year. The Administration favors a ‘‘robust’’ ATPA, with more
products eligible for preferences than under the original program. A renewed and
robust ATPA program will strengthen the legitimate economies in the Andean coun-
tries and create viable alternatives to the drug trade.

The Administration also remains committed to a vigorous and trade-expanding
implementation of the Caribbean Basin Trade Partnership Act. Most elements of
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implementation are complete, and 14 Caribbean Basin countries are now enjoying
the enhanced benefits of the CBTPA. The process of finalizing technical imple-
menting rules is underway, and the Administration is working toward rules which
reflect both the letter and the trade-expanding spirit of the law.

THE GLOBAL TRADE AGENDA

Leaders from many nations, both within the Western Hemisphere and without,
have told us that they want to pursue free trade agreements with the United States.
The President has made clear that pursuing bilateral, regional, and global trade
agreements simultaneously can create a healthy dynamic which encourages coun-
tries to agree to the most ambitious, and most advantageous trade agreements for
the United States. As such, we will consider each of these expressions of interest
in free trade agreements seriously at the same time that we are aggressively pur-
suing the launch of a new round of global trade negotiations in the WTO this fall.
We will do all of this while maintaining our focus on the FTAA as our first priority
in the Western Hemisphere.

THE LEGISLATIVE AGENDA

The Bush Administration’s top legislative trade priority is for the Congress to
enact U.S. Trade Promotion Authority by the end of the year. Under this authority,
the executive branch would be bound by law to consult regularly and in detail with
members of Congress as trade agreements are being negotiated. But once that long
and exhaustive process of consultations is completed, and the painstaking negotia-
tions have ended in an agreement, it is critical that our trading partners know that
Congress will vote on the agreement without amendments. Indeed, in the absence
of Trade Promotion Authority, which expired in 1994, other countries have been re-
luctant to close out complex and politically sensitive trade agreements with the
United States. As it is, there are currently 130 FTAs in existence throughout the
world, and only two involve the United States. In less than18 weeks, ministers from
around the globe will gather in Doha to endeavor to launch a new multilateral trade
liberalization round. U.S. leadership is vital to its success. We need a united Amer-
ican front on trade. In my daily interaction with foreign trade officials I am con-
stantly reminded of the importance of TPA, and I hope that we will be able to work
closely with this committee and others to pass this important legislation this year.

CONCLUSION

The Bush Administration has an ambitious trade agenda, reflecting the impor-
tance President Bush assigns to trade in general and to the Western Hemisphere
in particular. Through the FTAA and our other Western Hemisphere trade initia-
tives, we hope to generate increased opportunities for all Americans and our hemi-
spheric neighbors through free and fair trading arrangements. We should seize the
opportunity before us to reassert America’s leadership in setting trade policy to help
build a post-Cold War world on the cornerstones of freedom, security, democracy,
open trade, and free markets. By doing so, we can set a course for peace and pros-
perity for the Americas and the global system, not just for a year or two, but for
decades to come.

Mr. BALLENGER. For those of you that are new to this system,
every time we get these things started, the buzzer goes off and we
have to go vote. It turns out that we have a very important pro-
gram today, campaign finance, and I think—they tell me that not
only will we have this vote, but there will be another vote following
which will probably tie us up for about 20, 30 minutes, something
like that.

Basically, it is all politics. The Democrats want to count their
votes, we want to count our votes. The only way you can do it is
to tie up the system for about a half-hour and go around checking
who is going to vote which way. Then we will find out what we are
going to do with the bill after that.

If you will, please forgive us for about a half an hour. If it is
sooner than that, we will start again. Thank you very much.

I will go ahead and ask my questions now. We have a spy from
their side over here to keep me from getting out of hand.

VerDate 11-MAY-2000 11:45 Sep 17, 2001 Jkt 073777 PO 00000 Frm 00014 Fmt 6633 Sfmt 6601 F:\WORK\WH\071201\73777 HINTREL1 PsN: HINTREL1



11

One thing I would like to ask, and I really talked to you about
this earlier: One of the major problems that we see, especially in
my area of the country and I think, generally speaking, throughout
the country, is the American people to a very large extent think the
job layoffs and so forth and so on that are going on in this country
today are pretty much caused by foreign trade, which I happen not
to believe. In fact, I come from a part of the country where, heavy
textiles, we lost about 8- or 9,000 textile jobs in my area, but we
picked up about 17,000 fiber-optic jobs. So, in reality, trade kind
of carried my situation along.

But how—I don’t know whether the Administration can come up
with some ideas as to how to persuade people that the recession
that we are in actually is a recession not caused by NAFTA but
caused by various and sundry other things.

And, again, one more thing I would like to throw into that mix—
there is the extremely great value that the dollar has right now
over just about everything. In our foreign trade, we are getting
killed because the dollar is so valuable. I think the ultimate in that
particular area is proven by what is happening in Argentina and
the fact that Argentina dollarized their currency at the same time
the Brazilian trade partners, as you might say, cut the value of the
real and really dumped on Argentina.

And, at the same time, Ecuador and El Salvador are dollarizing.
Recognizing all these various things I just threw at you, could

you kind of give a general opinion of where you feel the Adminis-
tration stands on all of this?

Mr. ALLGEIER. Yes. Thank you, Mr. Chairman.
First of all, perhaps responding to the latter part of your com-

mentary, there is no doubt that if one looks over the last several
years, when we have had this economic growth in the United
States, that that has fueled our purchase of imported goods and
services. And it is good that we were able to do that because that
has helped to keep our price levels lower, which is very, very im-
portant for families in terms of the basic commodities that they buy
and the services that they pay for.

Now, of course, we have seen that the unemployment rate has
started to go back up again, although it is still at a starkly low
rate. But that is a cause for concern. One of the things that is also
a cause for concern is that we are—our economy is closely related
to the economies of these other markets. And for major trading
partners to have economic slowdowns is very detrimental to us.

We saw this right after the NAFTA went into place, when Mexico
had its peso crisis. Now, the thing that happened there that was
so distinct from previous, similar crises is that both we and the
Mexicans were locked into a schedule of keeping our markets open
and even opening them further. And I think that, frankly, both
sides deserve credit that we kept to those schedules. And that en-
abled Mexico to bounce back much more rapidly than they had in
the past, and therefore, that was helpful to us, because then the
Mexicans started to buy more.

And so much of our international trade is trade within a given
company, where a company is importing—well, let’s look at Brazil,
for example. I was looking at the figures the other day. Among the
top exports from the U.S. to Brazil are aerospace products. Among
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the top—I think it is actually the top export from Brazil back to
the U.S. is aerospace products.

So what you see there is a relationship where they have this
manufacturer of regional jets, Embraer, and a very high percentage
of the inputs, the sophisticated avionics, from Embraer come from
the U.S. So we are selling down to Embraer, and they are selling
these jets back to the airlines here who are using these smaller re-
gional jets.

And a lot of the relationships are that sort of thing, even within
a given company itself. And this—you know, it generates jobs on
both sides. And that is not something where jobs are really being
lost because of trade. Jobs are being generated because trade is en-
abling manufacturers worldwide to set more rational ways—pat-
terns of manufacture. If you look at our trade between the U.S. and
Europe, the cross-investment, there are European firms here who
are employing thousands of Americans. So that is really the broad
context.

Your point about then what happens to the individual is a much
more difficult issue to deal with. And it is not easy or, in some
cases, even possible for someone to move from a textile job to a
fiber-optics job. In some cases, they can. And that is what we need
to work on together in terms of providing ways in which people can
adjust and obtain new skills and have the appropriate benefits
transferable as they move from one job to another.

Mr. BALLENGER. Being from textile country, North Carolina, one
of the major things that we have run into there—and I think every-
body knows it is going on, and it doesn’t have anything to do with
you, but it has to do with customs—is the fact that we know that
the Chinese have a limited amount of textile goods that they can
ship into our country. It is regulated. But they have found out that
we have an unlimited amount of trade with Mexico. So they are
shipping container loads of textile goods into Los Angeles and San
Francisco and shipping those down into Mexico, changing the la-
bels and so forth, and then coming back out of Mexico as a trade
produced in Mexico.

I don’t know what you can do about that. It is in a trade agree-
ment. But it is a situation that is very difficult for us at home.

Mr. ALLGEIER. A very important aspect of such a trade agree-
ment, any free trade agreement, is the whole area of the rules of
origin. Those rules are designed to ensure that the country that is
benefiting from the free trade agreement is the one you are negoti-
ating with and not some third country. So, for example, in NAFTA
there are very detailed rules of origin that in order for the good to
get the duty free treatment in the U.S., there has to be substantial
value or transformation of that good in Mexico. They can’t literally
just sew in a label. And this is something that is very important
in our negotiations in the FTAA.

This was something that was very much in mind in the CBI and
we recognize that the Caribbean and the Central American apparel
assemblers use much more in the way of American inputs than
Asian suppliers. We want to foster that, so that we can maintain
jobs in textiles in the United States.

Mr. BALLENGER. I know my yarn people were always very happy
with NAFTA and CBI and the fact that their product, which is cot-
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ton yarn or just thread, was very well contained. But now, strange-
ly enough, they say the competition from Bangladesh on cotton
yarn that gets here one way or another is causing them trouble.

Let me shift gears there a little bit and say, is the TPA, trade
preference authority, absolutely necessary to obtain a bilateral
trade agreement with Chile?

Mr. ALLGEIER. Well, ultimately that will be a question for the
Chileans. But I don’t think that there is any doubt, whether it is
the Chileans or other trading partners, that they feel that it is es-
sential that as they close an agreement. They have confidence that
this agreement will go through Congress in a way that does not in-
volve renegotiating through amendments, with all due respect, all
the Members of Congress.

Mr. BALLENGER. Right. Here comes our compatriot.
Regarding free trade within the Americas—probably NAFTA can

tell the story of wages in Mexico because of our trade back and
forth. Have the Mexican people—I am sure Mr. Delahunt, if he
were here, would really care about this—have the Mexican workers
received an increase in their pay scale because of trade with the
United States?

Mr. ALLGEIER. We believe that the evidence does show that the
NAFTA agreement has contributed to increasing wage and income
levels in Mexico. The Mexican Embassy has a NAFTA office which
provides a lot of material on this, and they have, over the years,
provided a lot of material about the tightening of the labor market
in different parts of Mexico as there has been investment aimed at
serving the NAFTA trade.

So—it is always difficult to isolate one factor as to why there are
rising wages, but I think the evidence is quite clear that the
NAFTA has contributed to that in Mexico.

Mr. MENENDEZ. Thank you. Well, thank you, Mr. Chairman.
Mr. Ambassador, let me ask you—I read your statement while

you were orally summarizing it, and nowhere in it does it have
three words—labor, environment and enforcement mechanisms. So
since you obviously had to figure out how much time you had and
what you had to put in, let me give you the opportunity through
my questions to address those issues. I know they may be some of
the most contentious issues, but they need to be addressed.

Can you tell me where these negotiations, whether in terms of
an FTAA or a bilateral with Chile, stand on labor, the environ-
ment, and enforcement mechanisms?

Mr. ALLGEIER. Yes. I would be happy to.
First of all, let me take enforcement. Enforcement is absolutely

critical to any trade agreement that we enter into. My own per-
sonal feeling is that once you have completed a negotiation you
have done less than half the work, that more than half is the en-
forcement afterwards. In both the Chile negotiation and the FTAA,
we have separate negotiating groups on dispute settlement, which
is where one goes to obtain enforcement; and so we are paying very
close attention to the enforcement mechanisms that would be part
of these agreements.

Labor and the environment——
Mr. MENENDEZ. Before you move on to that, if I may, what ex-

actly are we talking about? Because, you know, I have heard from
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some of our friends in the hemisphere that sanctions for them is
not an acceptable proposition. Others talk about fines, as in the
Chilean context.

An agreement that is unenforceable is ultimately not an agree-
ment. It is maybe a desire to work together, but there is no series
of rights under an agreement that is of any value if it does not
have a legitimate enforcement mechanism to ensure that those
rights and obligations are guaranteed under the agreement, be-
tween the parties.

So what are we talking about in terms of enforcement mecha-
nisms? Are we talking about sanctions? Are we talking about fines?
Are we talking about replicating trade panels with what powers?
What are we talking about? What is the universe of enforcement
mechanisms we are talking about?

Mr. ALLGEIER. Well, I think that you have identified a number
of the elements that can be part of a dispute settlement and an en-
forcement mechanism in a trade agreement. And we are exploring
that full range within both of these negotiations.

We have certain traditional models, for example, within the WTO
and within the NAFTA, although even within the NAFTA there are
a variety of ways of enforcement. So as the debate has developed
over the years in other areas, such as labor and the environment,
this has become a more complicated issue. What is the most effec-
tive way to have enforcement of whatever given rights or obliga-
tions there are in an agreement? And, you know, to some extent,
the nature of the obligations one has in an agreement has some ef-
fect on the kind of dispute settlement and enforcement that you
want to have.

So we are looking closely at that. And as I said, we have these
negotiating groups that are directed at dispute settling.

Mr. MENENDEZ. Are we leading, in terms of this issue, in a cer-
tain way of these options? Does the Administration have a position
that it prefers, that it has put forth on the table as its mechanism,
that it chooses to try to succeed in the negotiations?

Mr. ALLGEIER. What we have been doing, I think it is a little bit
different in the Chile negotiation than in the Free Trade Area of
the Americas. In the Free Trade Area of the Americas we have
been looking at a variety of mechanisms, and of course, every coun-
try is free to put on the table what mechanism they would see as
the appropriate one. And what we discovered in the FTAA negotia-
tions is that you can really only go so far in trying to narrow down
the dispute settlement until you see what the nature of the obliga-
tions are.

So I think those would be the among the final things that will
be determined, that we see the nature of the obligations and then
we determine what is the appropriate enforcement mechanism or
mechanisms. There may be alternative ones. The labor or environ-
ment, I am not going to kid you or try to kid you, those have been
extremely controversial issues with the Latin American countries.
They are very fearful—first let me say I don’t—no Latin American
country that I know wants to promote poor labor standards or poor
environmental protection as a way to have a competitive advan-
tage. They want to improve the standing of their workers, and they
want to improve their environment. They are fearful, however, that
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with limited resources, that if they are judged by what they see as
a developed country standard and they are found wanting, that
somehow that will come back and prevent them from having access
to our market or trading with us in ways that would generate re-
sources that they can use to improve their situations. This is their
fear.

Now, we have tried to convey to them that we want trade agree-
ments to be supportive of improved standards for workers and im-
proved protection of the environment, and we want to do that in
a way that is not going to create an opportunity for protectionism.
I don’t think that all of the countries are convinced of that yet.
They are watching very closely how we grapple with that here in
the United States and in the WTO.

So I think there is a better dialogue on this than there was, let’s
say, in 1995, 1996 when we first started. To a certain extent they
are looking a little more closely at ideas we have put forward and
looking at the substance of it.

Let me give you an example. One of the things we have talked
about in the FTAA is something we have in the NAFTA, and that
is that a country should seek to avoid derogating from its own
standards in order to attract an investment. So that is something
that countries who are looking at ways to have a more flexible
labor market ask, does that mean we can make no adjustments in
our labor code? So I take that as an instance or an example that
they are taking the issue seriously. They have concerns given their
different level of development, but there still is an awful lot of anx-
iety among our trading partners in the hemisphere about these
issues.

Mr. MENENDEZ. Let me make two comments so my colleagues
can get to their questions. Often in my discussions with several
Latin American countries, including Chile, they like to recite how
they have signed more international labor agreements than the
United States has. And signing agreements is great; enforcing
them is another question.Congress can pass all the laws in the
world, and if they sit in the books and don’t get enforced, it means
nothing.

Hence, my first question to you is about enforcement mecha-
nisms. So let me reiterate two points. One is that if we do not deal
with labor and the environment in a meaningful way, the Adminis-
tration will have an incredibly rocky road, which, I will venture to
say, will end up in failure. Secondly, enforcement mechanisms
must be significant because if you have a mechanism that is fo-
cused on fines that are in quantities insufficient for it to be of real
consequence, it can be considered the cost of doing business. So
whether it is an environment or labor or any other provision of the
act, as I told my friends from Chile, we have got to see what you
are talking about in terms of fines because a fine that is the cost
of doing business is not a meaningful enforcement mechanism.

Lastly, the Europeans—and I know we have gone to their Con-
tinent more than once to try to help them out, so I am not saying
there aren’t things they can learn from us. But certainly there are
some things we can learn from them. And one of the things that
they did clearly as they established a European Union is set a
standard, and they said those who can meet the standard join the
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Union, and those who cannot we will work with and help to join
the Union.

And I think that is something we seriously need to consider
when we have countries in the hemisphere, many of them with 30
to 40 percent or more of the population below the poverty level, and
we talk about dealing with those countries, we have been pushing
very hard for a Latin American development fund or Latin Amer-
ican social investment fund, whatever you might call it. I think
that the Administration should consider that as well, as it deals
with its trade issues, some of these standards; what it is that we
do to help those countries who may not quite fit the bill, and look
at this European model in that context as some of the ways in
which we might see common ground as we try to create this hemi-
spheric integration.

Thank you for the opportunity, Mr. Chairman, and I look for-
ward to continuing the dialogue with you, Mr. Ambassador.

Mr. BALLENGER. Congressman Delahunt.
Mr. DELAHUNT. Thank you, Mr. Chairman. Again, I want to asso-

ciate myself with the observations made by Mr. Menendez, particu-
larly in terms of the European model. It is a very interesting con-
cept, and I don’t know whether it has been considered, Mr. Ambas-
sador. And let me put that in the form of a question: Have you con-
sidered the European model in terms of FTAA?

Mr. ALLGEIER. Well, not a precise carbon copy——
Mr. DELAHUNT. With appropriate adjustments——
Mr. ALLGEIER. Right. Certain aspects of it, in the following sense.

We are at an early stage. We are still negotiating this as opposed
to having a full institution in place, but this is in the context—the
FTAA is being negotiated in the context of the Summit of the
Americas, and the Summit of the Americas has a very full program
of cooperation and assistance in a wide variety of areas—in envi-
ronmental protection, in the area of labor, in the area of judicial
reform and strengthening, in the area of press freedom, for exam-
ple. So it is part of the overall fabric of creating a more cohesive
hemisphere, it is not just the trade part, although I think it is fair
to say that the FTAA negotiations attract the countries to the
broader summit initiatives. So it is a very important part of that.

The other thing is we have had a lot of discussion within the
FTAA itself about capacity building, institution building in these
countries. Part of that is to help them really to abide by the obliga-
tions that would eventually come into place. For example, if you
look at government procurement and you want to have a system
that is open and nondiscriminatory and predictable, you have got
to have institutions in a way of conducting procurement that you
can do that, or in customs.

So I certainly wouldn’t say we have as elaborate or comprehen-
sive a vision of this as is in place in the European Union, but I
think there is a very keen awareness of the differences in——

Mr. DELAHUNT. Well, again, I can tell that there is a flavor of
that about in any event, given your response. You know, what I
find interesting is—I think that it was you that indicated that
somewhere between 45 and 50 percent of our export trade is now
with Latin America, and the trade relationship has been growing
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significantly between the United States and our hemispheric neigh-
bors.

Getting back to my earlier observation, my question is, has this
made any significant difference in terms of living standards in the
Latin American countries that we have increased our trade with?
Using such standards as median income, levels of poverty, have we
seen, for example, a diminution of the level of impoverishment in
the nations whom we have increased our trade relationship with,
our trade with? Do we have any hard data? Does it exist? Maybe
it doesn’t exist. And is it in dispute?

Mr. ALLGEIER. I don’t think that it is in dispute if you look, for
example, at the case of Mexico. But let me give an example of
Brazil. Now, we haven’t concluded in negotiation with Brazil, but
Brazil has gone through quite a lot of economic reform over the last
several years, including opening up their economy, first in the Uru-
guay Round and then somewhat through MERCOSUR. And the
evidence there is very clear in terms of the percentage of the popu-
lation that is below their poverty level and the growth of their mid-
dle class. And I think the growth of the middle class in Mexico also
supports this. I would certainly be happy to go back to our eco-
nomic shop and ask them to pull together for you——

Mr. DELAHUNT. I was going to request that.
The same situation is applicable to Argentina; yet Argentina, ac-

cording to reports that I receive, is an economic basket case at this
point in time and the level of poverty in fact has increased since
economic reforms have been introduced. Now, maybe that is in
terms of the problems of implementation, privatization, without
any transparency.

I am not suggesting that I know the answer but there seems—
I don’t have available to me convincing evidence to establish that
the increased trade that we have, absent obviously a multilateral
trade arrangement with nations in the hemisphere, has made a
damn bit of difference to those societies. And I am warmed to hear
that the Administration has embraced a clear relationship between
trade and foreign policy, and trade as an instrument of foreign pol-
icy, to inculcate democratic values, as we understand them, in
these other societies. I think it is very important, but I don’t know
if we are accomplishing that.

You referenced President Fox, other leaders, Pastrana, et cetera,
and I am not even questioning their motives, but I think they have
a real problem in terms of dealing with the private sector, particu-
larly those who dominate the private sector, in terms of changing
their positions as it relates to what is happening internally.

Again, earlier, I referenced the situation in Guatemala. There
are four or five significant economic players in Guatemala. They
use their influence to object to a form of taxation that would be
fair, that would provide the revenue to create an infrastructure
within Guatemala that would allow it to develop a middle class.

I mean, I think we have got to be more aggressive, and I think
I saw a comment that was attributed to the President about we are
not going to tell people how they can tax. Well, I don’t want to tell
people how they can do it, but it is time for those who have to con-
tribute to their own society to create opportunity to build the infra-
structure that is needed so that a middle class can emerge.
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Mr. ALLGEIER. Perhaps I could respond with a reference to a con-
versation I had just the other day. It was with one of the Ministers
within Latin America, and we were talking about an expression of
interest on the part of a group of countries for a free trade area
with the United States, and we were talking about the other coun-
tries in that grouping, and one of the countries, he said, there is
a lot of opposition from exactly the sort of elements of society you
are talking about, because they know that part of a free trade area
would be to open up the kinds of economic activities that are going
on and make it out in the light and make it harder for people to
use those inside contacts to monopolize the economic assets and ac-
tivities in the country. And it is very difficult, and free trade can’t
do it by itself, but it can make a contribution to that, and we are
keenly aware of that.

Mr. DELAHUNT. Again, I think it is important and I understand,
and obviously there are government-to-government discussions
going on, and as I mentioned, I think there is a level of goodwill
that we now observe among leaders in hemispheric countries that
has not existed before. But at the same time, these governments
have to deal with sectors within their own nation states to allow
them to create an environment, and whatever leverage the United
States can have is important.

The Chairman and I have been to Guatemala on several occa-
sions. Twice now. And in the last conversation that we had, I sug-
gested to him I think an appropriate CODEL is not necessarily to
meet with simply government representatives of Guatemala, but
with those in the economic class that have to listen to a clear mes-
sage from the United States that it is time for them to stand up,
understand the world is changing, and do they want to be left be-
hind; because I think that is a key component in the answer.

I mean, they talk—if I may, Mr. Chairman, we had a meeting
with a number of Parliamentarians from Guatemala, and they evi-
denced pride that they had reformed their labor laws. But as the
Ranking Member says, enforcement is a totally different cat here.
On paper that is fine, but I daresay that the enforcement of those
new labor standards in Guatemala, there is a long way from the
cup to the lip, if you will; and at the same time, there is a clear
resistance to any form of tax reform so that the nation can meet
its infrastructure needs, and this has got to all be part of it.

Mr. ALLGEIER. Yes. And for us to do that effectively, they obvi-
ously—our leadership is important, and the important part of that
leadership is for us to be able to carry through on whatever we ne-
gotiate. And that gets us, I think, back to trade promotion author-
ity and how helpful that is, how important that is for us to exercise
this kind of broad leadership.

Mr. DELAHUNT. If you have the enforcement——
Mr. ALLGEIER. Understood.
Mr. BALLENGER. Congressman Smith.
Mr. SMITH. When might you bring to Congress a bilateral trade

agreement with Chile?
Mr. ALLGEIER. Well, the target date we have been given by our

President and President Lagos is to complete the negotiations in
this calendar year. So that would mean it could not happen until
next calendar year as far as bringing it to Congress.
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Mr. SMITH. So is that the intention, to bring a bilateral trade
agreement with Chile to Washington? I talked to the Trade Ambas-
sador 2 years ago, and they said they were ready to go then. I am
wondering if you are holding out for some kind of fast track legisla-
tion or if you are going to do it.

Mr. ALLGEIER. We are negotiating the agreement as rapidly but
as carefully as we can. There is no holding back. But realistically
it will be quite a challenge for us to complete a good agreement in
this calendar year. That is what we are aiming to do.

Mr. SMITH. Let me ask, if we do open up more free trade with
the whole Americas, has there been an analysis or evaluation of
the increased complications on drug trafficking?

Mr. ALLGEIER. That is something that is—the whole question of
Customs procedures is an important element in the negotiation
both with Chile and then of course with the FTAA. We try to have
as much integrity as possible to the Customs procedures, but we
do not negotiate, specifically, enforcement of illicit materials going
through——

Mr. SMITH. So, specifically, has there been some kind of an anal-
ysis or evaluation? Obviously, it is going to make it easier to move
some of those drugs to mix in with normal commerce—at least it
has happened in other areas—and I am just wondering if there has
been some kind of a formal evaluation or analysis and how that
has worked into the mix of the whole negotiations.

Mr. ALLGEIER. I have not seen any detailed analysis, if there are
projections of what the impact would be on efforts to bring in illicit
materials. I do know that in the context of the Customs negotia-
tions we do, we work very closely with Customs so that they are
able to maintain whatever risk assessment procedures they use in
clearing goods and so forth, so that their enforcement activities are
in no way compromised by anything that we would negotiate in
this sort of a trade agreement.

Mr. SMITH. Mr. Chairman, I might have to apologize, maybe this
has been asked earlier. But under FTAA, what specific industries
and types of business would profit and benefit in the United States,
and which specific industries or businesses would lose out because
they might be more labor intensive or whatever?

Mr. ALLGEIER. Well, the International Trade Commission has
done an overall probable economic effects, and that is much more
detailed than I could get into today. However, we believe that
across the economy in all sectors there are opportunities that
would be created by the FTAA, whether it is the service industries
or agriculture or manufacturing. Whether a particular industry or
sector would on balance benefit or lose, at this point I really can’t
say with a lot of detail.

Mr. SMITH. What agricultural commodities would countries use
their scarce resources to buy, if I put that question——

Mr. ALLGEIER. Well, poultry, for example. Poultry is typically an
agricultural product that has difficulty getting access to foreign
markets and one in which we are very competitive; so that would
be one. Really, the horticultural products, meat products——

Mr. SMITH. Horticultural?
Mr. ALLGEIER. Fruits and vegetables.
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Mr. SMITH. My understanding is that a lot of those countries are
already pretty aggressive in horticulture, in fruits and vegetables.

Mr. ALLGEIER. Some of them are. But, for example, apples are a
product which are a very competitive export product in the United
States and that face barriers in a number of these countries. So
that would be the type of fruit, for example, that we could look to
see expanded opportunities for.

Mr. SMITH. Is it fair to say that labor-intensive industry in the
United States would be somewhat more vulnerable under FTAA?

Mr. ALLGEIER. We would have to look at what are the other com-
petitive factors in an industry. For example, even in labor-intensive
industries, our distribution network is much more efficient than
the distribution networks of other countries. Our sanitary and
phytosanitary standards and practices are superior to many other
countries, most countries. So there are those other factors which
also weigh in the attractiveness of the product or the efficiency
with which we can get a product to another——

Mr. SMITH. No. I sort of moved away from agriculture——
Mr. ALLGEIER. No. Even in agriculture, I think that is the case

at least in certain areas.
Mr. SMITH. Mr. Chairman, this is my last question. These econo-

mies are relatively poor, and average low income, et cetera, and
free trade is going to tend to give them greater economic opportuni-
ties, which will increase their standard of living. Once that stand-
ard of living is increased, there is going to be a greater demand for
the higher protein products and some of the things that we might
sell them. How long will it take, in your opinion, for that evolution
to a stronger economy and an ability to pay for some of the prod-
ucts that the United States might send that way? Does this take
2 years, 4 years, 10 years?

Mr. ALLGEIER. Well, I think we already see, in certain segments,
elements of that. For example, processed foods. Of course, we are
very efficient in providing processed foods and, frankly, the way we
advertise and distribute processed foods. And we already see in
countries, the more advanced countries such as Brazil and Mexico,
but even in middle size economies such as the Andean countries,
there is a growing market for these sorts of processed foods. And
that reflects, in part, growing economic welfare, at least among a
certain segment of the economy, and it also represents American
influence, cultural and advertising, frankly. So we already see that
to some extent.

Mr. SMITH. Mr. Allgeier, thank you. Thank you, Mr. Chairman.
Mr. BALLENGER. Mr. Crowley.
Mr. CROWLEY. Thank you, Mr. Chairman. Ambassador, I wasn’t

here when NAFTA passed, but for Members who voted against
NAFTA and would perceive this as an expansion of NAFTA, what
do you say to those individuals who fear, following up on the ques-
tion before, loss of industry or loss of potential industry here in the
United States and their constituencies?

Mr. ALLGEIER. I think the short answer is we believe that
NAFTA has been a success; that it has expanded not only opportu-
nities but actual trade between the United States and Mexico and,
of course, Canada, in both directions, and that the evaluations that

VerDate 11-MAY-2000 11:45 Sep 17, 2001 Jkt 073777 PO 00000 Frm 00024 Fmt 6633 Sfmt 6601 F:\WORK\WH\071201\73777 HINTREL1 PsN: HINTREL1



21

have been done show that NAFTA has been a very, very substan-
tial success in our economic performance and in Mexico.

Mr. CROWLEY. I guess the argument could be made, then, not in
every district?

Mr. ALLGEIER. That is true.
Mr. CROWLEY. And that is the question I have for you. For in-

stance, in my district when we had Swingline factory, they closed
up shop and moved to the Mohave Desert, an evaporation of 400-
plus jobs, and those individuals, at least to my understanding, have
not fully been replaced back into the market. What do we say to
them, not only myself, but to some of those districts like that?

Mr. ALLGEIER. Well, there is no doubt that there is change in the
economy both due to trade and also other factors, and nobody can
say there will not be a single job that will be displaced as a result
of a trade agreement. The question is whether more jobs are dis-
placed in the absence of a trade agreement. And as Representative
Menendez was saying while he was here, we do need to look more
closely at how we respond to individuals or communities or enter-
prises that find themselves unable to compete in an international
marketplace. And we don’t have all of the answers to that, but we
do need to work with individuals to help them make transitions
and have their children make transitions to jobs that will be more
enduring and, we hope, provide a higher income. Exports do, on av-
erage in the manufacturing sector, garner a higher rate of income
for their workers. It is roughly 13 percent higher than other manu-
facturing jobs.

Mr. CROWLEY. Thank you. Thank you, Mr. Chairman.
Mr. BALLENGER. Ambassador Allgeier, I think we all have our

hands full in the effort that we are going to put forth. And some-
where, somehow, if some of our great economists would come out
with a word saying that all of these layoffs and so forth that are
taking place are not caused by NAFTA—I think in my lifetime, and
I hate to admit how old I am, but I think I have been through ten
recessions in my life, and I think the layoffs are much more rapid
this time. I think because of the computer age, people can see their
inventories go up and down rapidly, and when you see something
get out of whack, you can turn it off real quick, which means you
lay off people.

In the old days, we spent a great deal of time dividing the time
we had with the jobs we had left. We would divide them and say,
you be off next week and you sign up, and we will switch back the
next week. And because of our inability to measure our cus-
tomers—at the present time, my own company, I am wired into my
customers so that they know what their inventory is in my plant
and I know what the inventory is in their plant, and you can im-
mediately see the need to cut down on your production.

But somehow, somewhere, it still goes back to—I think Mr.
Crowley stated it. People are scared to death of these layoffs being
caused by NAFTA, which to a very large extent I think NAFTA
doesn’t have anything to do with. But could you get somebody in
the news media to come out with some great statement that
NAFTA is still working in spite of the fact that people are getting
laid off? And I am sure in the electronic age, the people who bid
the market up so high in dot-coms and whatever else you want to
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talk about, that was going to collapse anyhow no matter what kind
of a trade operation we had.

I don’t know how we can get the point across, but the difficulty
we are going to have here in Congress is persuading some of the
people—like Mr. Crowley, that have a group of folks back home
that are pretty angry—I have got them in my hometown, too—be-
fore we go ahead with anything great and wonderful here in Wash-
ington. I don’t know how you go about that, but it would be great
and wonderful if somehow that point could be brought forward to
the American people.

Mr. ALLGEIER. Yes.
Mr. BALLENGER. You don’t need to answer that. I was just

preaching. And I would like to say thanks, everybody, for being
here. I don’t know whether anybody else has a word.

Mr. DELAHUNT. Could I just ask several questions? In terms of
the questions I posed earlier, I wonder if your office could provide
the Committee with the level of increased trade, by country, and
the median income 5 years ago, 3 years ago and today? I am trying
to keep it—obviously, I am trying to keep it simple, not simply be-
cause I am simple-minded, but because I really think that——

Mr. CROWLEY. It is on the record.
Mr. DELAHUNT. It has been on the record for almost 60 years,

Mr. Crowley.
But I think it is important that if there is to be serious consider-

ation—and you have heard the concerns expressed by other Mem-
bers—of where we go in terms of all of the issues of trade, that the
benefits of trade and how they are dispersed takes on a new promi-
nence, rather than simply referring to statistics that show that
trade is increased. Well, that simply is not enough.

I guess that is it, as far as I am concerned, Mr. Chairman, and
I am grateful, Mr. Ambassador, for your coming here and having
this conversation with us this morning.

Mr. ALLGEIER. Thank you very much. I will be happy to ask our
economics office—and if they have to work with other agencies to
do so, to provide you with the kind of material that you have——

Mr. DELAHUNT. While things come to mind, is there a compen-
dium, or could you also provide the tax structure in English, very
simple, and the amounts of revenue that are raised in these coun-
tries? And, again, I think the collection of—Mr. Menendez was fo-
cusing on enforcement mechanisms—and the collection of taxes is
important. If there is not sufficient infrastructure, it just will not
be happening. It just isn’t going to work in terms of the creation
of genuine democratic institutions. But also the infrastructure
needs, such as education, such as transportation, et cetera, that
have to be in place if we are going to have a viable, dynamic mid-
dle class which eventually accrues to the benefit of these countries
that traditionally have relied so much on exports to create inter-
nally a domestic market for themselves, in a market in which we
can compete with our exports.

Mr. BALLENGER. Let me back him up on the first request. But
on the second request, having been involved in it for 35 years,
every country I go to has got some sneaky way of figuring out, well,
the country itself collects all the taxes and the cities have to live
on what the government gives to them, or in some areas the cities
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have their own tax base. There are about 40 or 50 different ways
you can do that. I don’t know whether you can get the actual sta-
tistics, but it wouldn’t be a bad idea to say what different ways
each one collects, because that would be very simple, and there is
a great variation in the ways that different governments raise their
money to operate on.

And, again, let me thank you profusely for coming and wish you
all the luck in the world; because if you don’t have any luck, nei-
ther do we.

Mr. ALLGEIER. Thank you very much, Mr. Chairman, and the
other Members.

Mr. BALLENGER. The meeting is adjourned.
[Whereupon, at 11:45 a.m., the Subcommittee was adjourned.]
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A P P E N D I X

MATERIAL SUBMITTED FOR THE HEARING RECORD

PREPARED STATEMENT OF THE HONORABLE HENRY J. HYDE, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF ILLINOIS, AND CHAIRMAN, COMMITTEE ON INTER-
NATIONAL RELATIONS

I take great pleasure in appearing this morning to lend my voice in strong sup-
port for a Free Trade Area of the Americas, FTAA. The Subcommittee Chairman,
my good friend and colleague Cass Ballenger, and I had the privilege of leading a
Congressional Delegation to Brazil, Argentina and Chile in April of this year.

In our meetings with numerous officials and private sector representatives, we
witnessed first-hand the importance of the FTAA, not only in building closer ties
among the peoples and governments of the Americas but also in creating a set of
opportunities for rising living standards and for the realization of a two centuries
old dream of a hemisphere united in democracy and peace.

Our economic and political aspirations in the Americas go hand in hand today as
much as they did when Simon Bolivar first convened the ‘‘Congress of Panama’’ in
1826 to promote a vision of a united, democratic Americas.

President George W. Bush indicated in his first days in office that he foresees that
this will be the ‘‘Century of the Americas.’’ Accordingly, President Bush has placed
the nations of the Western Hemisphere in the front ranks of our country’s foreign
policy concerns.

‘‘The Century of the Americas’’ will need the economic engine of a free trade sys-
tem that links all of our nations—from the Straights of Magellan to the Aurora Bo-
realis—in a market of more than 800 million people producing more than $11 tril-
lion in goods and services.

To be sure, we must pursue market-based economic policies that unlock the ge-
nius of our peoples and permit them to reap the benefits of their entrepreneurship
and labor. But, we must not forget that the FTAA Declaration of Principles first
voiced at the 1994 Summit of the Americas in Miami, and reaffirmed in April in
Quebec City, commits the member nations of our hemispheric community to nurture
and uphold representative democracy.

We need to give the president the trade promotion authority he needs to enable
our witness, Associate Trade Representative Peter Allgeier and other USTR offi-
cials, the opportunity to finalize this historic undertaking of creating the FTAA.

Without the Trade Promotion Authority, there will be no FTAA. It is as simple
as that.

I am hopeful that this hearing will illuminate the opportunities, benefits and chal-
lenges that await as we forge the basis for the Century of the Americas.

VerDate 11-MAY-2000 11:45 Sep 17, 2001 Jkt 073777 PO 00000 Frm 00029 Fmt 6601 Sfmt 6621 F:\WORK\WH\071201\73777 HINTREL1 PsN: HINTREL1



26

VerDate 11-MAY-2000 11:45 Sep 17, 2001 Jkt 073777 PO 00000 Frm 00030 Fmt 6601 Sfmt 6602 F:\WORK\WH\071201\73777 HINTREL1 PsN: HINTREL1



27

VerDate 11-MAY-2000 11:45 Sep 17, 2001 Jkt 073777 PO 00000 Frm 00031 Fmt 6601 Sfmt 6602 F:\WORK\WH\071201\73777 HINTREL1 PsN: HINTREL1



28

VerDate 11-MAY-2000 11:45 Sep 17, 2001 Jkt 073777 PO 00000 Frm 00032 Fmt 6601 Sfmt 6602 F:\WORK\WH\071201\73777 HINTREL1 PsN: HINTREL1



29

VerDate 11-MAY-2000 11:45 Sep 17, 2001 Jkt 073777 PO 00000 Frm 00033 Fmt 6601 Sfmt 6602 F:\WORK\WH\071201\73777 HINTREL1 PsN: HINTREL1



30

VerDate 11-MAY-2000 11:45 Sep 17, 2001 Jkt 073777 PO 00000 Frm 00034 Fmt 6601 Sfmt 6602 F:\WORK\WH\071201\73777 HINTREL1 PsN: HINTREL1



31

VerDate 11-MAY-2000 11:45 Sep 17, 2001 Jkt 073777 PO 00000 Frm 00035 Fmt 6601 Sfmt 6602 F:\WORK\WH\071201\73777 HINTREL1 PsN: HINTREL1



32

VerDate 11-MAY-2000 11:45 Sep 17, 2001 Jkt 073777 PO 00000 Frm 00036 Fmt 6601 Sfmt 6602 F:\WORK\WH\071201\73777 HINTREL1 PsN: HINTREL1



33

VerDate 11-MAY-2000 11:45 Sep 17, 2001 Jkt 073777 PO 00000 Frm 00037 Fmt 6601 Sfmt 6602 F:\WORK\WH\071201\73777 HINTREL1 PsN: HINTREL1



34

VerDate 11-MAY-2000 11:45 Sep 17, 2001 Jkt 073777 PO 00000 Frm 00038 Fmt 6601 Sfmt 6602 F:\WORK\WH\071201\73777 HINTREL1 PsN: HINTREL1



35

VerDate 11-MAY-2000 11:45 Sep 17, 2001 Jkt 073777 PO 00000 Frm 00039 Fmt 6601 Sfmt 6602 F:\WORK\WH\071201\73777 HINTREL1 PsN: HINTREL1



36

VerDate 11-MAY-2000 11:45 Sep 17, 2001 Jkt 073777 PO 00000 Frm 00040 Fmt 6601 Sfmt 6602 F:\WORK\WH\071201\73777 HINTREL1 PsN: HINTREL1



37

VerDate 11-MAY-2000 11:45 Sep 17, 2001 Jkt 073777 PO 00000 Frm 00041 Fmt 6601 Sfmt 6602 F:\WORK\WH\071201\73777 HINTREL1 PsN: HINTREL1



38

Æ

VerDate 11-MAY-2000 11:45 Sep 17, 2001 Jkt 073777 PO 00000 Frm 00042 Fmt 6601 Sfmt 6011 F:\WORK\WH\071201\73777 HINTREL1 PsN: HINTREL1


