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HIJR 20-NAFTA
Rep. Kav Brown
1/27/93'

HJR 20, Modifications to NAFTA
Representative Kay Brown

Sponsor's Statement

This Resolution would ask the U.S. Congress to obtain modifications to the
North American Free Trade Agreement in order to protect state's rights to
manage their natural resources and environment, to encourage economic
development and to protect their citizen's health.

Alaska must take a stand on NAFTA hecause, as currently negotiated, the
agreement

» could undermine state procurement practices that encourage the purchase
of Alaska products from Alaska businesses.

» could threaten state economic development initiatives that offer special
Programs, subsidies or investment incentives to domestic industries—even
ish hatcheries!

» could severely restrict our right to manage our resources and environment
according to policies and laws enacted by Alaskans.

» could exempt foreign food imports from the strict standards that apply to
the products of American farms.

» could accelerate the "de-industrialization" of America by encouraging
manufacturers to take advantage of lax health and safety laws and low wages
south of the horder,

Free trade, a laudable goal, cannot be achieved by sacrificing the fundamental
rights of states or the protection of our people.



\X A\ v-e.W\ g4

Eﬁ%ﬂ?dw @ QW . \BV—Q/\E\?V \

o

FERONML SRIES
A
CONTRACTUAL
JFIES
i

& STRCIURES
(NS GANG
MIHLALS
TOAL CFERATING
CAHTAL

FRENERNDSARE

° oooooconmF

o

117 Rty Reeits
I i

g
TOAL

FOATIONS

RULTIVE

PREIME

TBRRERY

Esfinete tf eaeat yeer (FY33 inpact t

AWYSS (Attach aseperda pigo if recessaty)

Oooooc.o

oo

ey - -V X
mw g(s_ar\_;/ v-VO w Co

Aoty (wmeew

Tto -V-

Oﬁﬁﬁeded

Ag Vi 'nDeMX_]EHHﬂ

(H) Publish Dete;_

COVRONNT SRAL 0.

R

O 0Oo° oo o o B © OCOCOOHo o

o OO

A FREPHRER TOPROME L ISTRELTION QP TO GOV RS B AMVE GFAE
FVMMITTEE COPY  Hriuther adiouioninomaion call the Govamar's legdane Clfice

'Rv 14U 3fnoxsuCR

o O OOOOeOOO

OO

OOOe:oO

-

o O b@@goooog
I
© o oo og

00 C o go
Oooooeo

O9Co

\/
OTo

Foe m~"Y H3

(, 3qtsc
o 3/1fM3



Alaska State Legislature

130 Seward Street. Suite 218
Juneau, Alaska 99801-2196

Legislative Research Agency one: (507) 465.359

Fax: (907) 463-3351

September 23, 1992

MEMORANDUM
TO: Representative Kay
FROM: Linda J. Snow

Legislative A

RE: The Impacts of International Trade Agreements on Alaska State Laws
Research Request 93.013

You asked for information about the effect on Alaska state laws of the North
American Free Trade Agreement (NAFTA) and the General Agreement on Tariffs and
Trade (GATT). You specifically asked about Alaska Jlaws that could be
invalidated by these international trade agreements.

It is difficult to determine the exact impact of the NAFTA and the final
agreement of the ongoing round of GATT talks (Uruguay Round) for several
reasons. It is uncertain whether either of these agreements will be finalized
or ratified by the U.S. Congress. The completion date for the Uruguay Round
of the GATT has already been extended 15 times and the parties in the talks are

still far from agreement. Political considerations in Europe (many elections
are scheduled for 1993) suggest that no one will push for an agreement which
may be wunpopular. According to David Walsh, director of the Division of

Insurance, Alaska Department of Commerce and Economic Development, and member
of the several national and international committees dealing with financial
services and international trade, the U.S. State Department appears to have
given up on achieving an agreement for this round of GATT talks.l1l The main
issue of contention is trade in agricultural goods.

The NAFTA has been presented to the U.S. Congress for "fast track"™ approval,
which means the Congress can either approve or disapprove the agreement, but
may not make amendments. In this agreement also, politics plays a part.
According to Mr. Walsh, strong opposition to the NAFTA exists in both Canada

"Mr. Walsh 1is a senior representative 1in the U.S. delegation to the
Organization for Economic Cooperation and Development, chairman of the
International Insurance Committee of the National Association of Counties,
either chair or vice-chair of several committees of GATT and NAFTA dealing with
financial services, and a member of an informal advisory group to the U.S.
Department of Commerce on Tfinancial services and international trade

agreements.
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and Mexico. The outcome of the U.S. general election will also have a large
impact on the status of these agreements.

Furthermore, if and when these agreements are implemented, - .eir various
provisions must be tested through challenges. Only when such challenges are
resolved will the meaning of the provisions be clear, as the language is vague
and subject to interpretation. If the NAFTA is approved, many of the
provisions will be similar to those of the GATT. Where the NAFTA 1is not in
accord with the GATT, countries with a dispute may use the GATT criteria and
dispute resolution processes if they choose, because the GATT is superior to
the NAFTA.3

A 1964 Supreme Court decision Hostetter v. ldelewild) ruling that state laws
can be overridden by other Jlaws requiring the United States to abide by
international obligations 1implies that states are required to abide by
international trade agreements to which the U.S. is a signatory. Proposed
language for the evolving GATT and NAFTA agreements also suggests that state
and local Ulaws are subordinate to these international agreements, and that
proposed state and local legislation must be available for review by the
parties to these agreements. IT the Uruguay Round of the GATT and the NAFTA
become international law to which our country 1is a party, they potentially
could impact state and local laws, regulations and programs in the following
areas:

- export assistance or subsidies, such as that provided by the
Alaska Industrial Development and Export Authority and the Alaska
Seafood Marketing Institute;

- special treatment of residents 1iIn the procurement code, such as
that given by the Alaska Products Preference Program;

® restrictions on nonresident and foreign ownership and investment,
including investment in the banking and insurance industries, such
as not allowing firms owned or controlled by foreign governments
to be licensed in Alaska;

Mr. Walsh jokingly calls the Uruguay Round of the GATT "the lawyers full
employment act of 1993."

3In the NAFTA dispute resolution process, the burden of proof is on the
challenger. However, under the GATT dispute resolution process, the burden of
proof is on the party being challenged. The challenger may choose whether to
use the GATT or the NAFTA dispute resolution process.
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- import requirements above the “"harmonized” "least-common
denominator™ international standards in packaging, production
techniques, allowable levels of toxicity and other standards;

= export restrictions such as quotas and primary processing
requirements;

e domestic 1industry subsidies such as small business assistance
programs and state loans to fish hatcheries; and

- conformity assessment procedures which examine 1imports for
compliance with state technical, environmental, and health and
safety regulations.

The sectors of Alaska®s economy which may be affected 1include agriculture,

timber, fisheries, mining (including coal, oil and gas), Tfinancial services,
and any business manufacturing a product or providing a service which receives
a subsidy or business assistance. Even if state laws are not affected, state
industries may be. for example, the Alaska commercial Tfisheries industry may
be impacted if another party to GATT 1is allowed to "dump"™ competing products
in the U.S. without restriction. Other possible impacts affect all residents
of the state through potential relaxationof health and safety, and

environmental regulation of imports and domestic products a-like.

Many state and Jlocal laws may acquire limited '"grandfather rights"™ or be
exempted from these international agreements once they are identified. The
Office of the United State Trade Representative (USTR) has surveyed the states
to identify state laws which may conflict with the GATT and NAFTA agreements
in some areas. Although we have been unable to obtain copies of those surveys
from either state or federal agencies, we have obtained Alaska"™s response to
a questionnaire from the U.S. Department of Treasury regarding state laws
dealing with investments in Alaska by foreign and out-of-state entities which
may impact the NAFTA (Attachment A).

Attachment B of this report 1is an excerpt from U.S. Multilateral Trade
Agreements and the States: An Analysis of Potential GATT Uruguay Round
Agreements, prepared by the Western Governors® Association, which provides a
good overview of the progress of the Uruguay Round talks, and how they may
impact state and local laws. Attachment C contains several articles and
reports pertinent to the subject. They are:

- GATT Decision on Beer/Uine Threatens State Sovereignty by the
National Conference of State Legislatures, July 10, 1992;

- U.S.-Canada Free Trade Agreement: Possible Restrictions on
Alaska®s In-state Preferences House Research Agency Memorandum
89.276, April 3, 1989;
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- U.S./Canada Free Trade Agreement and Alaska Exports, Senate
Advisory Council Memorandum 89-100004, January 18, 1989;

- States Asked to Open Procurement to Foreign Competition, by the
National Conference of State Legislatures, August 22, 1991:

- General Agreement on Tariffs and Trade: What It Is, What It Does;
and

- Trade, Environment, and Sustainable Development: A Primer, by
Robert Housman and Durwood Zaelke.

Although it is not possible to know if either the Uruguay Round of the GATT or
the NAFTA will reach fruition, it may be prudent for the state to undertake a
systematic study to 1identify specific state and local Jlaws which may be
impacted by these agreements. In some cases, unless the specific laws are
identified, they cannot be exempted from subordination to these international
agreements. We have not included such a detailed study within the scope of the
current research effort, as the complexity and value of the task deserves
further discussion, particularly with administration officials who would be
called upon to cooperate with the study. We also feel that legal assistance
is essential to completion of this task.

We hope this information is helpful to you. IT you need further assistance,
please feel free to contact this agency.

Attachments
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NO DIRECT SANCTIONS ALLOWED IF MEXICO LAX
IN ENVIRONMENTAL ENFORCEMENT, REILLY SAYS

If Mexico refused to enforce its environmental laws,
the United States under the North American Free
Trade Agreement could not directly apply trade sanc-

tions, Environmental Protection Agency Administra-

tor William R_e|I|¥_ said Sept. 15.

“In such a situation, the United State would have no
direct recourse except formal consultations with
Mexico, Reilly told the House Ways and Means

Committee.

M,an}/ members of Congress will vote
against NAFTA because it"does not con-
tdin an explicit prevision on trade sanc-
tions for [ax environmental enforcement. —
Rep. Matsul

Reilly also testified that it was "unrealistic” for
Mexico not to enforce its environmental laws, statutes
that the EPA chief said were comparable to U.S. laws,
The possibility of Mexico relaxing its environmental
enforcement "is remote,” he said.

A number of Ways and Means members stressed the
need for trade sanctions under NAFTA if Mexico does
not enforce its environmental laws. _

ReB. Robert Matsui (D-Calif) said he thinks many
members of Con%ress will vote against NAFTA pro-
posed by the Bush administration because the accord
does not contain such a provision. Matsui noted that a
major concern that many legislators have about the
R/lroposed NAFTA is that U.S. companies will move to

exico because of lack of environmental enforce-
ment.

If many U.S. businesses migrated south, ,remalnm,g
facilities ‘would be disadvantaged competitively, sai
Rep. Jim McDermott gSD-Was_h). He said Congress
wants to protecr. the U.S. environment but does not
want to send businesses to Mexico.

Environmental Hammer

Matsui said NAFTA needs an environmental "har.-
mer" clause — a provision that would give the United
States Ieveraqe in negotiations over enforcement of
environmental laws. Without such a provision,  the
NAFTA consultations would become primarily diplo-
matic rather than trade centered, he said. .

Such a “hammer" clause could include provisions
for the United States to snap tariffs back into place if
Mexico is found to relax enforcement to pump up
investment in its industrial sector, Matsui said.

(No. 180) AA- 1

LEADING THE NEWS

Rep. J.J. Pickle ED-Texas) said if Mexico fails to
enforce environmental laws alonﬁ the border, his con-
stituents need assurances that they will not “end up
holding the bag." He added, "There must be a mecha-
nism” ‘to ensure enforcement. _

Reilly pointed out that the United States could
exclude products made in Mexico contrary to U.S.
laws — such as those containing banned chemicals or
hazardous waste shipped in violation of agreed-upon
terms.
~ Reilly said Mexico and the United States are craft-
ing on-a parallel track to NAFTA a "cooperation
agreement” to address pollution and environmental
initiatives. This accord would establish a Joint Com-
mittee for the Protection and Improvement of the
Environment. _ _ _

The joint committee, Reilly said, would be com-
posed of representatives from various federal agen-
cies in both countries and led b%/ two national
coordinators, one from Mexico, one from the United
gtat_es. It would meet regularly and on an emergency

asis.

In addition, the Bush administration is seriousl
considering a suggestion b_){ the National Wildlife Fed-
eration and the World Wildlife Fund that the United
States, Mexico, and Canada form a trilateral environ-
mental commission, Reilly said. This trilateral %roup
would issue an annual report on the state of the
environment in all three countries, he said.

Wyden Letter To Hills

Distributed at the Wa}/s and Means Committee
hearing was a Sept. 14 letter from ReE. Ron Wyden
&DA%rTeZ to U.S. Trade Representative Carla Hills on

“You describe this proposed agreement as ‘the
%]reenest trade agreement in history,” but the fact is

attmuch of it 1s more brown than green," Wyden
wrote.

Like members of the Ways and Means Committee,
W{den expressed concern that the NAFTA fails to
establish an adequate plan on relaxed enforcement
environmental laws. He also said the proposed pact
would not protect future environmental a?reements
that rely on trade sanctions for enforcement. ,

The proposed NAFTA would discourage countries
from seeking to attract investment by weakening
environmental laws “but provides for only consulta-
tion, not enforcement, if a country does so.”

“The final NAFTA should treat’such behavior as an
actionable trade violation, just as it treats other viola-
tions of the investment rules,” Wyden said.

The Oregon representative also expressed concern
that the proposed accord would “allow a country to
use NAFTA co veto another country's desire to joi an a
environmental agreement that uses trade sanctions
for enforcement.™n |

End o Section
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Statement by the AFL-CIO Executive Council
on
U.S.-Mexico Free Trade Agreement

February 20, 1991
Bal Harbour, FL

The proposed U.S.-Mexico free trade agreement would be a
disaster for workers in both countries. It would destroy”jobs in
the United States, while perpetuating exploitation of workers and
inflicting widespread damage on the environment iIn Mexico. The
beneficiaries would be multinational corporations and large banks.

To secure the eventual passage of an agreement, the Bush
Administration is pushing hard for ''fast-track authority'” from
Congress. This procedural tactic would allow only-far a simple and
unconditional yes-or-no vote without the opportunity for amendment
by Congress.

The strategy behind fast-track authority is plain. The White
House knows that the agreement cannot withstand searching scrutiny,
and 1t i1s doing its best to prevent public debate.

There i1s a preview of what an agreement would bring. It 1is
the maquiladoras, the U.S.-owned plants that operate iInside Mexico
along the boz"der but produce goods exported back here.

The pay averages 60 to 80 cents per hour, barely a subsistence
wace. Many workers live In shacks made of packing materials, witn
no-running water, sewers, or electricity. The air pollution and
toxic waste generated by maquiladoras are among the worst iIn the
world.

The Wall Street Journal has noted that "'[the maquiladoras”]
very success 1Is helping turn much of the border region into a
sinkhole of abysmal living conditions and environmental

degradation. 1

The maquiladoras have flourished because U.S. companies have
seen an opportunity to pay Mexican workers a fraction of the wages
than U.S. workers receive, and to evade the standards for
occupational safety, workersl compensation and environmental
protection that are required here.

The supporters of a U.S.-Mexico free trade agreement say it iIs
a ""ladder to prosperity’ for Mexican workers; but all of the bottom
rungs are missing. The reason that U.S. corporations have
established fTacilities 1In Mexico is not to promote economic
development, or raise the standard of Jliving and level
of consumption there; It IS to increase corporate profits.

0)002



TTRIEINTOS

Can the States Live

Happily After NAJTTA?

The new North Anerican Free Trade Agreenent is likely
to start nore arguments than it settles.

BY PENELOPE LEMQV

T rade-policy junkies love to tell
this tale—in part because it
_ wraps wine and beer around
international intrigue, but also
because it provides a clue to what lies
ahead for state governments if and
when the North American Free Trade
Ag[reement goes into effect.
he story starts a few
gears ago, when two U.S.
rewers, Heileman and
Stroh’s, eyed the Canadian
market and hoped to start
selling some beer north of
the border. It turned out
that the Canadian prov-
inces had laws, dating hack
to the Depression, that pre-
cluded the sale of any beer
that wasn't brewed there.
The two .American compa-
nies, citing the General
Agreement on Tariffs and
Trade, claimed the require-
ments were unfair. The
U.S. government sought a
ruling on the issue from an
international trade panel,
and when that panel ren-
dered its decision, Canada
came out the loser: It had
to let the American brewers
come in. ,
But the Canadians struck
back. They studied Amer-
ican laws and came up with
hundreds of wine and beer
regulations in more than 40
states that amounted to
restraint of trade. Some of
those state laws were giving
tax preferences to wine
from local vineyards; others were
requmng that beer imported into a
state be delivered by a common carri-
er rather than on a brewer's own
truck.
~ The Canadians took their case to an
international trade Panel, and, last
3ﬁr|rbg, that panel ruled that most of
the U.S. statutes violated the interna-

20 GOVERNING December 1992

tional trade law and that the U.S. had
to tell its states to repeal them or face
fines and sanctions. That is what the
federal government is now in the
process of doing. “There'll be a lot of
surprised Ie[g|s|ators this winter," says
Charles Colgan, professor of public
policy at the University of Southern

Maine.“Somebody from Washington
will arrive and say, The way in which
you regulate the distribution of beer
and wine in your state is now illegal,
and you have to change it "

But the SLanck Surprise isn't why
Colgan and other trade policy people
tell this story. They tell it because it
may be just a pale imitation of what is

coming. NAFTA, a three-way trade
deal involving the United States,
Canada and Mexico, enlarges and
strengthens the rules that have been
in place thus far under the multi-
national GATT agreement. NAFTA
?oes far beyond imports and manu-
acturing. Its tentacles extend into the
realm of state law on bankm% and
insurance, requlations on health and
safety, and laws protecting die envi-
ronment. |f Congress passes legisla-
tion implementing the trade agree-
ment and the president signs it
NAFTA will reinforce and push for-
ward a trend that developed out of
the beer-wine case. This trade pact
obligates the federal government to
an international agreement
that states will be required
to implement and fulfill in a
wide range ofareas.
This was once unthink-
able by historical standards.
Until the past few years,
the role of the spates in
world trade was essentially
nonexistent. International
trade treaties dealt almost
exclusively -with federal tar-
iffs on commodities and
products. But in recent
Kears, those agreements
ave been stretched to
include non-tariff barriers
such as licensing, subsidies
and product standards—
areas that fall within the
traditional  regulatory
domain of states, not
nations. This trend began
to accelerate through the
decade of the 1980s. Now it
is a major focus of NAFTA.
Virtually every state reg-
ulates its economy in ways
that are going to conflict
with the agreement. Many
of them require, for exam-
ple, that the owners of an
Insurance company be resi-
_ dents of the state. Others
impose trucking safety standards that
foreign vehicles do not necessarily
meet. Most states impose require-
ments for banking charters that would
make it extremely difficult for a
Canadian or Mexican firm to enter
the market, _
Under NAFTA, the states will have
two years to review those sorts of

JeffDioreegatic



restrictions. They won't be required
to repeal them, but they will have to
pick and choose which ‘ones to place
on a list of laws and regulations that,
even if they are discriminatory, will
not fall under the watchful eyes of
NAFTA and the trading partners.

While there is nothing to prevent a
state from keeping all of its current laws,
there are risks in doing that. If states
grandfather in all their faws, they won't
give Canada, with its $285 billion ser-
vices market,-or Mexico, with its $146
billion services market, much incentive
to open up their markets more broadly.
If too many discriminatory regulations
turn up on the list, a state could be seen
as hostile to NAFTA and could lose out
on the benefits of the agreement— the
ability' to participate actively in new
hade markets. o

And such states may find it hard to
attract investment from trading part-
ners. “You don't want to be known as a
state that discriminates against any sort
ofinvc'tment," says Dan Caprio, alob-
byist for the state of lllinois. The hot-
tom line isjob creation.”

ENVIRONMENTAL LAWS AND
regulations may be the thorniest issue
ofall. State governments have spent
the better part of 20 years setting
standards and laying down rules to
protect the health and safety of their
citizens and of the environment But,
as with the wine and heer statutes,
such laws can be interpreted as dis-
guised trade barriers. _

The states have some protection.
NAFTA stipulates that as long as an
environmental regulation can be justi-
fied on the basis of scientific evi-
dence, it cannot be considered a
restraint of trade. But as armor, that is
not as strong as it at first appears to
be. What seems like scientific Broof in
Pennsylvania or lllinois may be read
as nothing more than an excuse in
Ottawa or Mexico City.

There is some question, for exam-
ple, about recycling laws. Suppose a
state approves a regulation settm%
the percentage of recycled materia
that has to be included in any cop?/-
ing paper that happens to be sold
there. Could a Canadian company
that makes paper only from vwg_m
materials charge that such a law dis-
criminates against it and is a hidden
restraint of trade?

A state's best defense against this
kind of charge is likely to be that it
treats the products of other countries
in the same way it treats its own, and
thus cannot be discriminating. But that
doesn’t mean there won't be a test case
on this type of issue if and when the
pact is signed and goes into effect in the
three countries.

Ever if there is evidence to back up
a regulation, states
could find their envi-
ronmental laws under-
mined. The science
itself could be disput-
ed. For instance, the
U.S. and the Euro-
pean Community are
currently at logger-
heads over whether
the use ofartificial hor-
mones to stimulate the
F(];rowth of beef catde

as an?; effect on
human health. Euro-
peans say it does and
refuse to import beef
from those animals.
The United States
says that is nothing
more than an excuse to keep out com-
petition. NAFTA does not provide anﬁ
simple mechanism for resolving suc
disputes among the North American
trading partners. o

A state could also lose a scientific
argument when its interests take sec-
ond place to its nation’s foreign policy
concerns. Under NAFTA, environ-
mental d|5ﬁutes with Mexico or Canada
are to be handled by the federal va-
ernment, and in particular, the Office
of the United States Trade
Representative. And that's where
the states may find their interests
imperiled.

One trade expert, Harry Freeman,
aWashln(TJton, D.C.-based trade poli-
m/ consultant, offers this scenario:

exico charges thata California envi-
ronmental regulation is not hased on
solid scientific evidence but is, rather,
an artificial trade barrier created by
the state. The argument goes before a
dispute resolution panel. But
California is not allowed to represent
itself—the federal government argues
the case.
~As it turns out, the State Department
in Washington is in the process ofnego-
tiating with Mexico on an unrelated

The environmental
rules that state
governments have
spent 20 years
writing could be
interpreted under
NAFTA as trade

barriers.

international issue, perhaps immigra-
tion or drug policy. The State
Department tells the U.S. Trade
Representative not to let the trade dis-
pute get in the way of its broader diplo-
matic agenda. “If there's an argument
with Mexico or Canada," Freeman con-
Cludes, “the federal government could
sell a state down the river in the interest
offoreign policy considerations.”

That's why, he adds,
the states “are crazy" if
they don't ask Con-
gress now, while it is
writing implementing
legislation to go alo.jg
with the agreement, 10
find a way consistent
with the Constitution
to assure a place for
the states at the dis-
pute-settlement table.

At the very least,
says Jody Thomas, a
trade specialist with
the National Gov-
ernors' Association,
there must be “some
sort of formal mecha-
nism between the fed-
eral government and the states to coor-
dinate and consult in those matters
requiring state implementation and
those where state law is challenged or
in dispute.”" _ _

On the wine-beer issue, for instance,
the U.S. Trade Representative contact-
ed the more than 40 states involved and
worked with them to develop a case.
One state— Texas— sent a representa-
tive with USTR officials to Geneva
when the U.S. defense was presented.
But that was an informal arrangement.
“For the long term,” Thomas says, “we
need something more established that
clarifies the communication link and
contact points.” _ .

So far, USTR has appointed a liaison
for state and local concerns within its
offices. The odds are, assuming the
a_(];reemeni becomes law, that whoever
fills thatjob in the next few years is
going to have an unending list of argu-
ments to settle and tempers to soothe.
And the people on the other end, in the
state capitols, are going to find it a tense
time as well. "We are entering a peri-
od," Charles Colgan says, “when states
are about to find out they have a whole
bunch of obligations they never knew
they had.” S

GOVERNING Decemher 192 21



RANDALL KNOWLES

Pr««ldtnt
Aporil 3, 193
Representative Bill Williams
Chairman House Resources Committee
Alaska House ofl Representatives
State Coprtol, Jureau, Alaska 99801-1182 Fax: 1-466-373

RE: House_Joint Resolution 20
Relating to the NORTH AVERICAN FREE TRADE AGREEVENT

Dear Representative Willians

The Kenail Peninsula Central Labor Council requests the folloving coments be read
Into the record of your Comittee™ meeting ad dispursed to all Comittee menbsr3,

As a group of working wamen and men we are interested and at times concermed with
various aspects of proposed NORTH AVERICAN FREE TRADE AGRERVENT.

K.PLCLC. 10of 3
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On Decarber 17, 1992 President Bush signed the North Averican Fres Trade Agreement
S:l?tl:eré\)- IT goproved by Cogress the goal 1S 0 Integrate the ecoamies of Careda,
1ted States ad Nbxu%rerwwg regulations ad Trade barriers on manufacturing
ad the moverent of goods Oour countries. )
At first glance this may gopear to be Quite bereflolal, bub closer sorutiny reveals
Whatt should be of grave concem to all. ) )
The disparity in wege spell3 disaster for_all workers In the United States ad
. The average manufacturing wage In Mexico 1s $l. & an hour.  In Mexioo™s ourrent
Free Trade zone the average wege 1S 63 cats an hour, Mexico also needs to create 1 *
million new jaos every year to keep up with new entrance iInto the jab market which
creates a tremendous over suply of p labor to drive the even loner.

Supporters of NAFTA maintaun that_ it willl oreate nov jaos Canedian and Averican
Workers - this iIs an pronise.  Since 1989 Caneda hes lost 461,000 jdos. The
Meguiladora Trade Zone the United States and Mexico that wes set Wp in 1971

comtained about 200 Firms with 2000 jdos. Today It contains about 2000 Firms and™500,000
workers _eaming about 63 cents an haur. )

_ Delooihas closed plats in the United States and now enployS™.10,800 workers in
Mexico. Zenith and Motorola have allso left the United States.  In 1974 Gereral Motors
hed three  plant3 with 7000 workers in Mexico, b ?/ 1t Tad D pi&lts withss; 0.
workers.In sare year Gereral Motors 74,000 layoffs In the United States
and plansto close 21 United States plants _t:ly 1956. . i

Thenty after establisning thiw Trade Zone the Mexiocan worker still eams 63
oents an hour, about $29.00 take home per week. The average per-ogplta Incote In
Mexico of 2010 a year does not meke Mexican worker a ready consuver of United

nece produots.

With the loss of each manufacturing jab in the United States there ke a ripple
effeot throughout our entire econony, with the additional loss of jdos iIn the service
sector.  Consumer spending falls, comunities falter, tax bases cruble, social -
S ettt s dore Pothing rors. dhen Ioit the vorkers and the

Isarrangement ing more t eplort I's
enviroment on both sides of the bo:grer._ )

_United States. Truoking Industry will suffer a tremvendous blov. On Aprill 2, 192
President Bush ortered states to acogpt Mexican Comercial Driver Licenses.  President
Bush clains his afreament with Mexico supersedes aurrent state regulations that insure

110 safety and requires Mexican drivers to pass a Witten ad on the road test. It
eaves states unable o monitor repeat violations of Mexican drivers or take actions to
revoke licenses. _ It fails to address liability ad the inpact on our Insurance rates fram
accidents Involving uninsured Mexican truck drivers. i )

NAFTA will alfow cross/border trucking without meeting Uniited States standards
on truck maintenence, Ingpections, emissions and safe transport of hazardous naterials.
Truck size and weight rules are left to "Future discussions.” Under NAFTA weight limits
could incresse by over 505, i i

The NAFTA agreement provides no 1on for United States food, health,
or enviromental standards.  Pesticides that have been lllegal iIn the United States
years are ourrently in camon use iIn Mexioo. i i

Triazophos_used on com, oottonseed and potatoes, Edifenphos used on rice, Phaxim
used on com, rice ad sorghum all disrupt the certral nenvous systam, oauses nauseq,
diarrhea, headades, twitching, cancer, conwilsions and death.  Pirimicarb used on

les, bears, offaws, onios, peades, pecas, chill ad sweet pepoers, potatoes ad
WE causes vaniting, diarrhea, blu vision, slurred gpeech, respitation disorders
_ Severtteen pestioides baed in the United States are used In Mexican agriculture.
Flftylt\elglcrtFtotrersare used In Mexico in ways that are i1llegal In the United States.
Under A any dallenges to these practices woulld be considered unfair trade barr—ters.
KP.C.LLC. 20f 3
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The agreement establishes an undemocratic high secretive rosolotion mechanism that
eliminates citizen and public oversight for defending food safety, consumer produat
safety, environmental regulations on hazardous substances,

Lobor law and workers rights are completely absent and not recognized in this

agreement.
As proposed, NAFTA provides no funding mechanism for environmental clean uwp, no

program for inspection, or enforcement of the handling and disposal of hazardous
materials. It fails to incorporate the “polluter pays'” program which would create an
incentive for responsible behavior.

We need fair trade instead of free trade with a vehicle that*will pull our nations
together - not exploit then. We must leam to operate out side our border-3 in a world
econamy, but we cannot intrust the multi-national corporations to remain at the helm of
this agreement.

NAFTA need3 an extensive review by the United States Congress; modifying it to
provide safe guards for workers, environmental protection, with consideration for the
citizens on both sides of the border.

Until we know what the full impact of such an Agreement would be, on Alaska, and
Alaskan families, and workers, The Kenai Peninsula Central Labor Council, urges full
support of HRJ 20 by your comittee.

It is important that Congress, the President, and the nation bo fully aware of
Alasks and 1ts concems, over the North American Free Trade Agreement.

Randall Knowles
President i
Kenai Peninsula Central Labor Council Telephone;  (907) 263-9299

cc: Sponsor HIR-20
Rep. Kay Drown
Fax; (907) 765-2278
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STATEMENT OFJOHN C. BHEND
BEFORE THEHOUSERESOURCES COMMITTEE
STATE OFALASKA, HOUSE OFREPRESENTATIVES
ON THE
HOUSEJOINT RESOLUTION 20
RELATING TO iHENORTH AMERICA FREE TRADEAGREEMENT

Mr. Chairman and members of the Committee, | thank you for this
opportunity to present my views on House Joint Resolution 20 regarding the
proposed North America Fne Trade Agreement. There are few public policy
issues confronting this nation and the State of Alaska that have as much
significance for working people as does the NAFTA. [strongly believe that the
substance of NAFTA is ill-conceived and ill-advised and that the agreement
needs to be substantively modified or rejected.

As drafted, NAFTA is an agreement based solely on exploitation. It will
destroy jobs and deprecs wages in the U.S. and Canada bv abetting the further
transfer of jobs to Mexico. At the same time, it will do nothing to uplift the
desperately low wages and harsh working conditions of the Mexican people.

While providing extensive protection for investors, the agreement ignores
the rights of working people, and it will limit the ability of national, state and
local governments to adopt measures to promote employment and protect
public health, safety and the. environment.

I'have a number of concerns regarding NAFTA.

1. NAFTA undermines U.S. food, health, safety, labor and environmental
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standards.

2. NAFTA provides no means of trade-linked enforcement of environmental,
labor, health or safety standards.

3. NAFTA includes an undemocratic dispute resolution mechanism that
excludes the public from defending social, environmental and labor laws
and regulations that may be challenged under this agreement.

4. NAFTA can limit state sovereignty relating to laws and regulations
regarding the domestic policy goals of the State of Alaska which can be
at odds with NAFTA |

5. NAFTA will hamper efforts to lower health care costs.

6.  NAFTA includes an accession clause which will spread these and many
more deficiencies through the hemisphere from Anchorage to Tierra de
Fuego,

However, | wish to foe s my comments on the impact on working people
in this nation and the State of Alaska.

The enactment of NAFTA, as presently proposed, will be an economic
and social disaster for working people and their communities. Under current
trade arrangements, tens of thousands of U.S. workers have lost their jobs and
tens of thousands more have seen employment opportunities vanish, as U.S.
transnational corporations transferred production to Mexico to take advantage
of the poverty of Mexican workers, and the absence of any effective

regulations on corporate behavior.
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We do have a glimpse of what will happen under NAFTA as presently
envisioned. We can look to the Maquiladora program in Mexico and the
Canada-U.S. Free Trade Agreement.

The Maquiladora program was initiated 25 years ago. Its purpose is to
allow U.S.-based transnational corporations to produce commodities in the
maquiladora zone and ship the products to the U.S free of any tariffs, U.S. laws
governing worker rights, health and safety provisions, and environmental
restraints.  U.S. workers have suffered tremendous job losses under this
program. Since 1979 the U.S. lost 220,000 auto parts related jobs with a
growth of 150,000 Mexican jobs in the maquiladoras in this industry. During
this 25 year period, over 400,000 U.S. jobs in textile related industries were
permanently lost. Since March 1989 the electronics industry has lost 441,000
jobs with greater than 50% of these jobs going to the maquiladoras. The
stone, clay and glass industry, 89,000 jobs lost; the furniture industry, 56,000
jobs lost.

In 1989 the hi-lateral Canada-U.S. Free Trade Agreement went into
effect. The Canadians saw 461,000 manufacturing jobs permanently lost and
approximately 20% of their manufacturing base disappear across the border
into the U.S. mainly because of lower wages, lower real estate prices, and
lower taxes. Three years into the agreement Canadian working people are
suffering one of the worst recessions since the 1930's.

That being said, Canada at least has wage levels, living standards and
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regulatory structures similar, it not superior, to the U.S. Canada's economy is
one-tenth the size ofthe U.S. economy, thus one could reasonably project what
the future implications of the NAFTA could have onthe U.S.. Especially when
entering an agreement with Mexico, a country where wages and social
protections are almost nonexistent when compared to our own, this simply
invites disaster for U.S. working people.

House Joint Resolution 20 cites the International Trade Commission
estimate of 170,000 U.S. jobs lost if NAFTA is approved. However, there are
many economic analysts that question the economic assumptions and
definitions in that study. The Economic Policy Institute and the AFL-CIO, using
the same economic model and incorporating more sensible assumptions, have
estimated that 500,000 U.S. jobs would be lost. It could be even higher if the
Canadian experience under the Canada-U.S. Free Trade Agreement holds as a
projection.

The "harmonization" as promoted under NAFTA means that over time,
the laws, taxes, social programs, and regulations of the three countriei oust
be brought in line with one another. Since NAFTA does not mandate higher
standards, the tendency will be for a downward harmonization.

If we let U.S. transnational corporations continue to move their
production elsewhere as they seek lower wages and more lax restrictions and
regulations, that will put us straight on the ladder downward. All of our

experience with trade liberalization inthe past has shown that workers who are
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displaced by trade move down the job ladder, that they end up taking lower
paying jobs, lower skilled jobs, and there is nothing in this agreement that
would indicate that it would be any different.

When the U.S. loses half a million manufacturing jobs, the impact does
not stop there. The vitality of the public and service sectors in our economy
is directly linked to manufacturing. For every two factory jobs lost, three more
jobs are lost in the service sector. Social cost analyses repeatedly find that
when manufacturing is lost, there is a ripple effect throughout the entire
economy. Tax bases crumble. Consumer spending dwindles. And, social
services are delrged.

Under NAFTA, the laws, regulations and policies which promote the
welfare of Alaskan citizens can be interpreted as trade barriers. NAFTA could
limit Alaska's flexibility when offering special programs, subsidies, or
investment incentives to its domestic industries, such as fish hatcheries and
processing plants, mineral extraction and transportation, and milling of timber
resources.

In conclusion, NAFTA does not address any of the factors that are vital
to improving the relationship between Canada, the U.S. and Mexico. The
issues cited above and many others are either ignored, or side-tracked into
separate commissions, studies or committees with no enforcement. The issues
above must be dealt with before any consideration is given to further trade

liberalization, so that the majority of people in all three countries will benefit,
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and not be harmed, by international trade.

| strongly urge you to support HJR 20 urging modification of the North
America Free Trade Agreement, and to address in the resolution the issues
confronting working people in the nation and the State of Alaska, to insure that
the working people and communities of Alaska will benefit and not be harmed
by international trade.

Thank you.



SUBJECT OF MEETING: /

HOUSE RESOURCES COMMITTEE f-fcp) Q'tne 2'sSeft
DATE:/" PLACE: capitor. roon 124 e T NTIIeT0 AR /o
AVL nétncocnnrfu  DUOMCOORLNOUAA MiLHA AULILOO  tir i/ rnuiic PO WHAT SUBJECT!
CSokia. C -K klnJAr  %t&  Wfo HASHld kr.  Jwhtr, MS&I 3319 N
P.O.SrtX m 5-7 m? Mz-SW \ |f
yer & Antih 5'd M friduw el e P.0.70Y Ish T £73-<[3ST N |
- Y oN
Y N
Y N
Y N
Y N
|
> N
Y N
Y N

Page of





