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104TH CONGRESS
n2s H R.553

To provide, temporarily, tariff and quota treatment equivalent to that ac-
corded to members of the North American Free Trade Agreement
(NAFTA) to Caribbean Basin beneficiary countries.

IN THE HOUSE OF REPRESENTATIVES

JANUARY 18, 1995

Mr. CRANE (for himself, Mr. SHAW, Mr. GIBBONS, and Mr. RANGEL) intro-
duced the following bill; which was referred to the Committee on Ways
and Means

A BILL

To provide, temporarily, tariff and quota treatment equiva-
lent to that accorded to members of the North American
Free Trade Agreement (NAFTA) to Caribbean Basin
beneficiary countries.

1 Be it enacted by the Senate and House of Representa-
2 tives of the Uniled States of America in Congress assembled,
3 SECTION 1. SHORT TITLE. '

4 This Act may be cited as the ‘‘Caribbean Basin Trade
5 Security Act”’.

6 SEC. 2. FINDINGS AND POLICY.

7 (a) FINDINGS.—The Congress finds that—

(vin
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(1) the Caribbean Basin Economic Recovery
Act représents a permanent commitment by the
United States to encourage the development of
strong democratic governments and revitalized
economies in neighboring countries in the Caribbean
Basin;

(2) the economie security of the countries in the
Caribbean Basin is potentially threatened by the di-
version of investment to Mexico as a result of the
North American Free Trade Agreement;

(3) to preserve the United States eommitment
to Caribbean Basin beneficiary countries and to help
further their economic development, it is necessary
to offer temporary benefits equivalent to the trade
treatment accorded to products of NAFTA mem-
bers;

(4) offering NAFTA equivalent benefits to Car-
ibbean Basin beneficiary countries, pending their
eventual accession to the NAFTA, will promote the
growth of free enterprise and economic opportunity
in the region, and thereby enhance the national se-
curity interests of the United States; and

(5) increased trade and economic activity be-

tween the United States and Caribbean Basin bene-
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ficiary countries will create expanding export oppor-

tunities for United States businesses and workers.

(b) PorLicy.—It is therefore the policy of the United
States to offer to the products of Caribbean Basin bene-
ficiary countries tariff and quota treatment equivalent to
that accorded to products of NAFTA countries, and to
seek the accession of these beneficiary countries to the
NAFTA at the earliest possible date, with the goal of
achieving full participation in the NAFTA by all bene-
ficiary countries by not later than January 1, 2005, |
SEC. 3. DEFINITIONS.

As used in this title:

(1) BENEFICIARY COUNTRY.—The term ‘‘bene-
ficiary country” means a beneficiary country as de-
fined in section 212(a)(1)(A) of the Caribbean Basin
Economic Recovery Act (19 U.S.C. 2702(a)(1)(A)).

(2) NAETA.-—-The term .“NAFTA” means the
North American Free Trade Agreement entered into
between the United States, Mexico, and Canada on
December 17, 1992.

(3) TRADE REPRESENTATIVE.—The term
“Trade Representative” means the United States
Trade Representative.

(4) WTO AND WTO MEMBER.—The terms
“WTO” and “WTO member” have the meanings
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4
given those terms in section 2 of the Uruguay
Round Agreements Act.

TITLE I—RELATIONSHIP OF
NAFTA IMPLEMENTATION TO
THE OPERATION OF THE CAR-
IBBEAN BASIN INITIATIVE

SEC. 101. TEMPORARY PROVISIONS TO PROVIDE NAFTA
PARITY TO BENEFICIARY COUNTRY ECONO-
MIES.

(a) TEMPORARY PROVISIONS.—Section 213(b) of the
Caribbean Basin Economic Recovery Act (19 U.S.C.
2703(b)) is amended to read as follows:

“{b) IMPORT-SENSITIVE ARTICLES.—

“(1) IN GENERAL.—Subject to paragraphs (2)
through (5), the duty-free treatment provided under
this title does not apply to—

“(A) textile and apparel articles which are
subject to textile agreements;

‘ “(B) footwear not designated at the time
of the effective date of this title as eligible arti-
cles for the purpose of the generalized 'system
of preferences under title V of the Trade Act of
1974;

“(C) tuna, prepared or preserved in any

manner, in airtight containers;
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“(D) petroleum, or any product derived
from petroleum, provided for in headings 2709
and 2710 of the HTS;

“(BE) watches and watch parts (including
cases, bracelets and straps), of whatever type'
including, but not limited to, mechanical, quartz
digital or quartz analog, if such watches or
watch parts contain any material which is the
product of any country with respect to which
HTS column 2 rates of duty apply; or

“(F) articles to which reduced rates of
duty apply under subsection (h).

“(2) NAFTA TRANSITION PERIOD TREATMENT

OF CERTAIN TEXTILE AND APPAREL ARTICLES.—

‘(A) EQUIVALENT TARIFF AND QUOTA
TREATMENT.—During the transition period—

“(i) the tariff treatment accorded at
any time to any textile or apparel article
that originates in the territory of a bene-
ficiary country shall be identical to the tar-
iff treatment that is accorded during such
time under section 2 of the Annex to a like
article that originates in the territory of
Mexico and is imported into the United
States;
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“(i1) duty-free treatment under this

title shall apply to any textile or apparel
article of a beneficiary country that is im-
ported into the United States and that—

“(I) meets the same require-
ments (other than assembly in Mex-
ico) as those specified in Appendix 2.4
of the Annex (relating to goods as-
sembled from fabric wholly formed
and cut in the United States) for the
duty free entry of a like article assem-
bled in Mexico, or

“(II) is identified under subpara-
graph (C) as a handloomed, hand-
made, or folklore article of such coun-
try and is certified as such by the
competent authority of suéh country;
and

“(iii) no quantitative restriction or

consultation level may be applied to the
importation into the United States of any
textile or apparel article that—

“(I) originates in the territory of
a beneficiary country,
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“(II) meets the same require-
ments (other than assembly in Mex-
ico) as those specified in Appendix
3.1.B.10 of the Annex (relating to
goods assembled from fabriec wholly
formed and cut in the United States)
for the exemption of a like article as-
sembled in Mexico from United States
quantitative restrictions and consulta-
tion levels, or

“(Iﬁ) qualifies for duty-free
treatment under clause (ii){II).

“(B) NAFTA TRANSITION PERIOD TREAT-

MENT OF NONORIGINATING TEXTILE AND AP-

PAREL ARTICLES.—

‘(i) PREFERENTIAL TARIFF TREAT-
MENT.—Subject to clause (ii), the United
States Trade Representative may place in
effect at any time during the transition pe-
riod with respect to any textile or apparel
article that—

“(I) is a product of a beneficiary
country, but
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“(II) does not qualify as a good
that originates in the territory of that
country,

tariff treatment that is identical to the
preferential tariff treatment that is ae-
corded during such time under Appendix
6.B of the Annex to a like article that is
a product of Mexico and imported into the
United States.

“(1) PRIOR CONSULTATION.—The
United States Trade Representative may
implement the preferential tariff treatment
described in clause (i) only after consulta-
tion with representatives of the United
States textile and apparel industry and
other interested parties regarding—

“(I) the specific articles to which
such treatment will be extended,

“(II) the annual quantity levels
to be applied under such treatment
and any adjustment to such levels,

“(IIT) the allocation of such an-
nual quantities among the beneficiary
countries that export the articles con-

cerned to the United States, and
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“(IV) any other applicable provi-
sion.

“(iiil) ADJUSTMENT OF CERTAIN BI-
LATERAL TEXTILE AGREEMENTS.—The
United States Trade Representative shall
undertake negotiations for purposes of
seeking appropriate reductions in the
quantities of textile and apparel articles
that are permitted to be imported into the
United States under bilateral agreements
with beneficiary countries in order to re-
flect the quantities of textile and apparel
articles of each respective country that are
exempt from quota treatment by reason of
paragraph (2)(A)(iii).

“(C) HANDLOOMED, HANDMADE, AND
FOLKLORE ARTICLES.—For purposes of sub-
paragraph (A), the United States Trade Rep-
resentative shall consult with representatives of
the beneficiary country for the purpose of iden-
tifying particular textile and apparel goods that
are mutually agreed upon as being handloomed,
handmade, or folklore goods of a kind described
in seetion 2.3 (a), (b), or (c) or Appendix
3.1.B.11 of the Annex.

HR 553 TH——2
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“(D) BILATERAL EMERGENCY ACTIONS.—

The President may take—

“(i) bilateral emergency tariff actions
of a kind described in section 4 of the
Annex with respect to any textile or ap-
parel article imported from a beneficiary
country if the application of tariff treat-
ment under subparagraph (A) to such arti-
cle results in econditions that would be
cause for the taking of such actions under
such section 4 with respect to a like article
that is a product of Mexico; or

“(ii) bilateral emergency quantitative
restriction actions of a kind described in
section D5 of the Annex with respect to im-
ports of any textile or apparel article de-
seribed in subparagraph (B)(i) (I) and (II)
if the importation of such article into the
United States results in conditions that
would be cause for the taking of such aec-
tions under such section 5 with respect to

a like article that is a produet of Mexico.

“(3) NAFTA TRANSITION PERIOD TREATMENT
OF CERTAIN OTHER ARTICLES ORIGINATING IN BEN-

EFICIARY COUNTRIES.—
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“(A) EQUIVALENT TARIFF TREATMENT.—

*(i) IN GENERAL.—Subject to clause
(ii), the tariff treatment accorded at any
time during the transition period to any
article referred to in any of subparagraphs
(B) through (F) of paragraph (1) that
originates in the territory of a beneficiary
country shall be identical to the tariff
treatment that is accorded during such
time under Annex 302.2 of the NAFTA to
a like article that originates in the terri-
tory of Mexico and is imported into the
United States. Such articles shall be sub-
ject to the provisions for emergency action
under chapter 8 of part two of the NAFTA
to the same extent as if such articles weré
imported from Mexico.

“(i1) EXCEPTION.—Clause (i) does not
apply to any article accorded duty-free
treatment under U.S. Note 2(b) to sub-
chapter II of chapter 98 of the HTS.

“(B) RELATIONSHIP TO SUBSECTION (h)

DUTY REDUCTIONS.—If at any time during the
transition period the rate of duty that would
(but for action taken under subparagraph (A)(i)
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_ in regard to such period) apply with respect to
any article under subsection (h) is a rate of
duty that is lower than the rate of duty result-
ing from such action, then such lower rate of
duty shall be applied for the purp(.)ses of imple-
menting such aetion.

“(4) CusTOMS PROCEDURES.—The provisions
of chapter 5 of part two of the NAFTA regarding
customs procedures apply to importations under
paragraphs (2) and (3) of articles from beneficiary
countries.

“(5) DEFINITIONS.—For purposes of this sub-
section—

“(A) The term ‘the Annex’ means Annex
300-B of the NAFTA.

“(B) The term ‘NAFTA’ means the North
American Free Trade Agreement entered into
between the United States, Mexico, and Canada
on December 17, 1992. '

“(C) The term ‘textile or apparel article’
means any article referred to in paragraph
(1)(A) that is a good listed in Appendix 1.1 of
the Annex.

‘(D) The term ‘transition period’ means,

with respect to a beneficiary country, the period
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that begins on the date of the enactment of the

Caribbean Basin Trade Security Act and ends

on the earlier of—

“(1) the date that is the 6th anniver-

sary of such date of enactment; or

“(ii) the date on which—

“(I) the beneficiary country ac-
cedes to the NAFTA, or

“(II) there enters into force with
respect to the United States a free
trade agreement comparable to the
NAFTA that makes substantial
progress in achieving the negotiating
objectives set forth in section
108(b)(5) of the North American Free
Trade Agreement Implementation
Act.

“(E) An article shall be treated as having

originated in the territory of a beneficiary coun-

try if the article meets the rules of origin for

a good set forth in chapter 4 of part two of the
NAFTA or in Appendix 6.A of the Annex. In

applying such chapter 4 or Appendix 6.A with

respect to a beneficiary country for purposes of

this subsection, no countries other than the
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United States and beneficiary eountries may be
treated as being Parties to the NAFTA.”.

(b) CONFORMING AMENDMENTS.—The Caribbean
Basin Economic Recovery Act is further amended—

(1) by amending section 212(e)(1)(B) to read
as follows:

(B) withdraw, suspend, or limit the appli-
cation of the duty-free treatment under this
subtitle, and the tariff and preferential tariff
treatment under section 213(b)(2) and (3), to
any article of any country,”; and
(2) by inserting “and except as provided in sec-

tion 213(b)(2) and (3),” after “Tax Reform Act of

1986,” in section 213(a)(1).

SEC. 102. EFFECT OF NAFTA ON SUGAR IMPORTS FROM
BENEFICIARY COUNTRIES.

The President shall monitor the effects, if any, that
the implementation of the NAFTA has on the access of
beneficiary countries under the Caribbean Basin Economic
Recovery Act to the United States market for sugars, syr-
ups, and molasses. If the President considers that the im-
plementation of the NAFTA is affecting, or will likely af-
fect, in an adverse manner the access of such countries

to the United States market, the President shall prompt-
ly—

«HR 883 IH
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(1) take such actions, after consulting with in-
terested parties and with the appropriate committees
of the House of Representatives and the Senate, or

(2) propose to the Congress such legislative ac-
tions, ‘

as may be necessary or appropriate to ameliorate such ad-

verse effect.

SEC. 103. DUTY-FREE TREATMENT FOR CERTAIN BEV-
ERAGES MADE WITH CARIBBEAN RUM.

Section 213(a) of the Caribbean Basin Economic Re-
covery Act (19 U.S.C. 2703(a)) is amended—

(1) in paragraph (5), by striking “‘chapter” and
inserting “title”’; and

(2) by adding at the end the following new
paragraph:

“(6) Notwithstanding paragraph (1), the duty-free
treatment provided under this title shall apply to liqueurs
and spirituous beverages produced in the territory of Can-
ada from rum if—

“(A) such rum is the growth, product, or manu-
facture of a beneficiary country or of the Virgin Is-
lands of the United States;

“(B) such rum is imported directly from a ben-
eficiary country or the Virgin Islands of the United
States into the territory of Canada, and such li-
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queurs and spirituous beverages are imported di-

rectly from the territory of Canada into the customs

territory of the United States;

“(C) when imported into the customs territory
of the United States, such liqueurs and spirituous
beverages are classified in subheading 2208.90 or
2208.40 of the HTS; and

“(D) such rum accounts for at least 90 percent
by volume of the aleoholic content of such liqueurs
and spiritous beverages.”.

TITLE II—RELATED PROVISIONS
SEC. 201. MEETINGS OF TRADE MINISTERS AND USTR.

(a) SCHEDULE OF MEETINGS.—The President shall
take the necessary steps to convene a meeting with the
trade ministers of the beneficiary countries in order to es-
tablish a schedule of regular meetings, to commence as
soon as is practicable,. of the trade ministers and the
Trade Representative, for the purpose set forth in sub-
section (b).

(b) PURPOSE.—The purpose of the meetings sched-
uled under subsection (a) is to reach agreement between
the United States and beneficiary countries on the likely
timing and procedures for initiating negotiations for bene-
ficiary countries to accede to the NAFTA, or to enter into

mutually advantageous free trade agreements with the
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United States that contain provisions comparable to those
in the NAFTA and would make substantial progress in
achieving the negotiating objectives set forth in section
108(b)(5) of the North American Free Trade Agreement
Implementation Act (19 U.S.C. 3317(b)(5)).
SEC. 202. REPORT ON ECONOMIC DEVELOPMENT AND MAR-
KET ORIENTED REFORMS IN THE CARIB-
BEAN.

(a) IN GENERAL.—The Trade Representative shall
make an assessment of the economic development efforts
and market oriented reforms in each beneficiary country
and the ability of each such country, on the basis of such
efforts and reforms, to undertake the obligations of the
NAFTA. The Trade Representative shall, not later than
July 1, 1996, submit to the President and to the Commit-
tee on Finance of the Senate and the Committee on Ways
and Means of the House of Representatives a report on
that assessment.

(b) ACCESSION TO NAFTA.—

(1) ABILITY OF COUNTRIES TO IMPLEMENT
NAFTA.—The Trade Representative shall include in
the report under subsection (a) a discussion of pos-
sible timetables and procedures pursuant to which
beneficiary countries can complete the economic re-

forms necessary to enable them to negotiate acces-
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sion to the NAFTA. The Trade Representative shall

also include an assessment of the potential phase-in
periods that may be necessary for those beneficiary
countries with less developed economies to imple-
ment the obligations of the NAFTA.

(2) FACTORS IN ASSESSING ABILITY TO IMPLE-
MENT NAFTA.—In assessing the ability of each bene-
ficiary country to undertake the obligations of the
NAFTA, the Trade Representative should consider,
among other factors—

{A) whether the country has joined the
WTO;

(B) the extent to which the country pro-
vides equitable access to the markets of that
country;

(C) the degree to which the country uses
export subsidies or imposes export performance
fequirements or local content requirements;

(D) macroeconomic reforms in the country
such as the abolition of price controls on traded
goods and fiscal discipline;

(E) progress the eountry has made in the
protection of intellectual property rights;

(F) progress the country has made in the

elimination of barriers to trade in services;

«HR 553 IH
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(G) whether the country provides national
treatment to foreign direct investment;

(H) the level of tariffs bound by the eoun-
try under the WTO (if the country is a WTO
member);

(I) the extent to which the country has
taken other trade liberalization measures; and

(J) the extent which the country works to
accommodate market access objectives of the
United States.

(c) PARITY REVIEW IN THE EVENT A NEW COUNTRY
ACCEDES T0 NAFTA —If—
(1) a country or group of countries accedes to
the NAF'TA, or
(2) the United States negotiates a comparable
free trade agreement with another country or group
of countries,
the Trade Representative shall provide to the committees
referred to in subsection (a) a separate report on the eco-
nomic impact of the new trade relationship on beneficiary
countries. The report shall include any measures the
Trade Representative proposes to minimize the potential

for the diversion of investment from beneficiary countries
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1 to .the new NAFTA member or free trade agreement

2 partner.



H.R. 553, THE CARIBBEAN BASIN TRADE
SECURITY ACT

FRIDAY, FEBRUARY 10, 1995

HOUSE OF REPRESENTATIVES,
COMMITTEE ON WAYS AND MEANS,
SUBCOMMITTEE ON TRADE,
Washington, D.C.
The subcommittee met, pursuant to call, at 11 a.m., in room
1100, Longworth House Office Building, Hon. Philip M. Crane
(chairman of the subcommittee) presiding.
[The press release announcing the hearing follows:]
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FROM THE COMMITTEE ON WAYS AND MEANS

SUBCOMMITTEE ON TRADE
FOR IMMEDIATE RELEASE CONTACT: (202) 225-1721
January 31, 1995
No. TR-2

CRANE ANNOUNCES HEARING ON
H.R. 553, THE "CARIBBEAN BASIN TRADE SECURITY ACT"

Congressman Philip M. Crane (R-IL), Chairman of the Subcommittee on Trade of the
Committee on Ways and Means, today announced that the Subcommittee will hold a hearing
on H.R. 553, the "Caribbean Basin Trade Security Act." The hearing will take place opn
Friday, February 10, 1995, in room B-318 of the Rayburn House Office Building,
beginrzing at 11:00 a.m.

Oral testimony at this hearing will be heard from both invited and public witnesses.
Also, any individual or organization may submit a written statement for consideration by the
Committee or for inclusion in the printed record of the hearing.

BACKGROUND:

H.R. 553 was introduced by Messrs. Crane, Rangel, Shaw and Gibbons to ensure that
the Caribbean Basin is not adversely affected by implementation of the North American Free
Trade Agreement (NAFTA). and 10 encourage the accession of these beneficiary countries to
NAFTA at the earliest possible date.

H.R. 553 would grant tariff treatment equivalent to that accorded to members of
NAFTA to Caribbean Basin beneficiary countries, for a six-year period, pending their
accession 10 NAFTA. This bill would also direct the USTR to meet on a regular basis with
trade ministers of countries in the Caribbean 1o discuss the likely timing and possible
procedures for initiating negotiations for beneficiary countries to accede to NAFTA.

First proposed by the Reagan Administration in 1982 and passed by Congress in 1983,
the Caribbean Basin Initiative (CBI) program is based on the understanding that it is in the
national interest of the United States to encourage the development of strong democratic
governments and healthy economies in Caribbean countries through the expansion of trade.

Made permanent in 1990, the CBI program extends duty-free treatment to a wide-
range of products imported from beneficiary countries. The program has served as a text-
book example of the job-creating effects of promoting increased trade. U.S. exports to the
Carribean Basin grew from $5.8 billion in 1983 to $12.3 billion in 1993.

An unintended result of the passage of NAFTA is that some investment is being
diverted from the Caribbean to Mexico. To ensure that the value of the CBI program is not
eroded over time, the Caribbean Basin Security Act, H.R. 553, was introduced.

In announcing the hearing, Mr. Crane said: "As an ardent supporter of the goals of the
CBI. I believe it is important for the Trade Subcommittee to examine the impact that NAFTA
is having on investment and development in the Caribbean. If the consequences of NAFTA
on the Caribbean are not addressed, the resulting economic instability in the region threatens
the future of democratic governments there. | believe it is important that we begin to look at
this problem with the goal of achieving full NAFTA accession for CBI countries.”



FOCUS OF

The focus of the hearing will be to evaluate the effects of NAFTA on CBI
beneficiaries, review the mechanisms to achieve NAFTA parity and subsequent NAFTA
accession, and address whether H.R. 553, as drafted, meets the objectives discussed above.

DETAILS FOR SUBMISSIONS OF REQUESTS TO BE HEARD:

Requests to be heard at the hearing must be made by telephone to Traci Altman or
Bradley Schreiber at (202) 225-1721 no later than the close of business, Friday, February 3,
1995. The telephone request should be followed by a formal written request to Phillip D.
Moseley, Chief of Staff, Committee on Ways and Means, U.S. House of Representatives,
1102 Longworth House Office Building, Washington, D.C. 20515. The staff of the
Subcommittee on Trade will notify by telephone those scheduled to appear as soon as possible
after the filing deadline. Any questions concerning a scheduled appearance should be directed
to the Subcommittee staff at (202) 225-6649.

In view of the limited time available to hear witnesses, the Subcommittee may not be
able to accommodate all requests to be heard. Those persons and organizations not scheduled
for an oral appearance are encouraged to submit written statements for the record of the
hearing. All persons requesting to be heard, whether they are scheduled for oral testimony or
not, will be notified as soon as possible after the filing deadline.

Witnesses scheduled to present oral testimony are required to summarize briefly their
written statements in no more than five minutes. THE FIVE MINUTE RULE WILL BE
STRICTLY ENFORCED. The full written statement of each witness will be included in the
printed record.

[n order to assure the most productive use of the limited amount of time available to
question witnesses, all witnesses scheduled to appear before the Subcommittee are required to
submit 200 copies of their prepared statements for review by Members prior to the hearing.
Testimony should arrive at the Subcommittee on Trade office, room 1104 Longworth House
Office Building, no later than 1:00 p.m.. Thursday. February 9, 1995. Failure to do so may
result in the witness being denied the opportunity to testify in person.

WRITTEN STATEMENTS IN LIEU OF PERSONAL APPEARANCE:

Any person or organization wishing to submit a written statement for the printed
record of the hearing should submit at least six (6) copies of their statement by the close of
business, Friday, February 24, 1995, 1o Phillip D. Moseley, Chief of Staff, Committee on
Ways and Means, U.S. House of Representatives, 1102 Longworth House Office Building,
Washington, D.C. 20515. If those filing written statements wish to have their statements
distributed to the press and interested public at the hearing, they may deliver 200 additional
copies for this purpose to the Subcommittee on Trade office, room 1104 Longworth House
Office Building, at least one hour before the hearing begins.

FORMATTING REQUIRFMENTS:

Each statsment preaented for printng to the Committes by 2 witness, any writian statement or exhibit submitied for the printed record
ar auy written comments in response to & reguest for written comments must eqnform to the guidelines lsted below. Any statement or
exhibit not in compliance with these guidelines will Bt be printed, but will be maintained tn the Committes files for review and use by the
Committes.

L All statements and any accompanying exhibits for printing must be typed in single space on legal-size paper and may Rot
exceed & total of 10 pages.

2. Copies of whole documents subsnitted as exhibit material will not be accepted for printiag. Instead. exhibic material shoald be
referenced and quotad or paraphrased. All exhibit material not meeting these will be In the Mles for
review aad use by the Committes.

3 Statsponts mnst contain ibe pame a6 capacity in which the witneas will appear or. for writien comments, the nams and
capacity of the person submitting the statement, as well as avy clients or persoms, or any organization for whom the witness appears or for
whom the statement is submicted

4 A sheet must each listing the name, full address, a telephone number where the witness
or the designated representstive may be reached and a topical outline or summary of the comments and recammandations in the full
statement. This supplemental gheet will not be tncluded in the printed record

The above restrictions and limitations apply only to materia) being submitted for printing. Statements and exhibits or supplementary
material submitted sclely for distribution to the Membaers, the press and the pablic during the course of a public hearing may be submitted in
other forms
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‘Chairman CRANE. Folks, inasmuch as we are going to be inter-
rupted on a routine basis for recorded votes on the floor of the
House, I think it is important for us to get started. So I will invite
Senator Graham to take his seat, and I think rather than playing
tag with regard to our proceedings, that when those bells go off,
whoever is in the middle of testimony, he will be able to complete
his testimony and then we will recess for 10 minutes for Members
to run over and vote and run right back.

Today, the Trade Subcommittee is holding a hearing on H.R. 553,
the Caribbean Basin Trade Security Act, which I view as unfin-
ished business from the North American Free Trade Agreement
(NAFTA) and Uruguay Round implementing bills. H.R. 553 would
grant tariff treatment equivalent to that accorded to members of
the NAFTA to Caribbean Basin countries for a period of 6 years
pending their accession to NAFTA,

For my colleagues new to the Trade Subcommittee, the Carib-
bean Basin Initiative (CBI) was written by the Ways and Means
Committee in 1983 under the leadership of Sam Gibbons. It is
based on the understanding that it is in the national security inter-
est of the United States to encourage the development of strong
Democratic governments and healthy economies in neighboring
countries in the Caribbean and Central America through the ex-
pansion of trade.

On a bipartisan basis, the Congress passed and President
Reagan signed the CBI, which extends duty-free treatment to a
range of products imported from Caribbean countries. Since the
CBI became law, U.S. trade policy has gone in other directions,
such as the conclusion of NAFTA and the Uruguay Round, which
were enormous accomplishments, but an unfortunate unintended
consequence of the NAFTA is that investment is being diverted
from the Caribbean to Mexico. The bill before us today, H.R. 553,
would ensure that the value of our commitment to CBI countries
made by this subcommittee in 1983 is not eroded over time.

In light of the decision at the Summit of the Americas to estab-
lish a free trade agreement of the Americas by the year 2050, the
United States must articulate a trade policy which is cognizant of
the economic development needs of Caribbean countries. The Unit-
ed States must establish a NAFTA parity program which is of tan-
gible benefit to the region.

My purpose in pursuing H.R. 553 is to foster a policy whereby
CBI countries receive the guidance and encouragement necessary
for them to adopt market option reforms that will prepare them for
joining NAFTA.

Finally, I would remind my colleagues that expanding trade with
the Caribbean has been a huge success for U.S. business and work-
ers. During the life of the CBI program, U.S. exports to the region
grew from $5.8 billion in 1983 to over $12.3 billion in 1993. This
represents a 112-percent increase, a rate three times the growth of
U.S. exports to the world during the same time period.

In closing, 1 want to welcome the witnesses and apologize that
we have only about 3 hours’ work for today’s hearing, so I would
ask you please to summarize your comments and elaborate for the
record, if you wish, and so if you could try to adhere in your sum-
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Kary to about 5 minutes of testimony, then we will get to Q and

With that, I would like to yield to my distinguished ranking mi-
nority member, Charlie Rangel, and while it is an exception to our
rule, I would like to also yield after Mr. Rangel to Mr. Gibbons,
since he is the original author of the CBI parity bill for comment.

Mr. RaNGEL. Thank you, Mr. Chairman, and 1 am deeply appre-
ciative of the fact that you will recognize Mr. Gibbons, who our
Members so well remember first sponsored this legislation and vis-
ited so many of the islands. It was Mr. Gibbons that had the best
legislative hearing I have ever seen.

All he did was go from island to island and saw where the goods
were manufactured and every time he saw a city and town, he said
who represents that city in the United States because it was abun-
dantly clear our friends in the Caribbean were not only good part-
ners, but they certainly were good buyers of our goods.

So now we move forward here and want to make certain that
what we have done with the North American Free Trade Agree-
ment does not adversely affect the agreement we made with our
friends in the Caribbean, and we are very anxious to move on this
because it was a part of the promise that we made to them. We
have concerns about the American workers and our industries over
here, but I think that it was Dan Rostenkowski that said friends
do not forget friends.

So I would like to yield at this time to my distinguished friend,
Sam Gibbons, who has provided leadership in this as well as so
many other trade areas.

Mr. GiBBONS. Charlie, I thank you very much. I want to first
welcome—and I always want to call him Governor Graham because
he was such a distinguished Governor for 6 years—8 years, excuse
me, and now U.S. Senator for some years, and he gas been the
chief proponent in the Senate of the Caribbean Initiative. He has
been the sparkplug over there that has kept it moving when we
needed a friend.

I also want to comment that we have had an unexpected result
from the Caribbean Basin Initiative. The traditional thinking goes
if you open your market, particularly if you open your market like
we did in the Caribbean, unilaterally, to countries to trade with
you, you are going to suffer a trade deficit. But just the opposite
has occurred. I think as one of the best illustrations we have had
in a long time of the benefits of free trade, while we unilaterally
opened our markets to the Caribbean, or practically opened them,
the trade balance moved from a negative balance against the Unit-
ed States to a very positive balance, and it has stayed that way
over all the years.

The longer we keep our market open, the greater our trade bal-
ance grows with the Caribbean. That is remarkable further be-
cause our trade balance with the Caribbean started off negatively.

Well, the Caribbean needs our friendship and we need their
friendship. We work together well. I am happy to have participated
in all of this and have gotten such fine support from you, Mr. Ran-
gel, Mr. Crane, and from the folks in the Caribbean, and from Gov-
ernor-Senator Graham. Thank you, Mr. Chairman.
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{The opening statement of Mr. Ramstad follows:]

OPENING STATEMENT OF HON. JIM RAMSTAD

Mr. Chairman, thank you for calling this hearing today to explore the impact of
the North American Free Trade Agreement on our trading partners in the Carib-
bean Basin.

Clearly, it is important to maintain economic strength in the wing nations of
the Caribbean Basin. The original intent of the Caribbean Basin Initiative (CBI)
was to respond to the economic crisis in the Caribbean by encouraging industrial
development through preferential access to the U.S. market.

Since its inception In 1984, we have witnessed the increasing political and social
stability in this vital region. However, legitimate concerns have been raised about
the impact of NAFTA on these nations.

It is entirely appropriate and important to consider the impact NAFTA has had
on the economic potential of this area.

Mr. Chairman, thanks again for calling this hearing. 1 look forward to hearing
Dr. Rivlin’s testimony and to exploring in greater depth this important issue.

Chairman CRANE. Thank you very much and now Senator Gra-
ham, would you proceed with your testimony.

STATEMENT OF HON. BOB GRAHAM, A U.S. SENATOR FROM
THE STATE OF FLORIDA

Senator GRAHAM. Mr. Chairman, members of the subcommittee,
I am honored to address you today and to join with my colleagues
from Florida, Mr. Gibbons and Mr. Shaw, in expressing my support
for the Caribbean Basin Trade Security Act, H.R. 553. I would like
to express my thanks to Congressman Crane and to the other
Members of the House of Representatives who have added their
support to this important legislation.

I am pleased to announce that I will be introducing similar legis-
lation in the Senate in the very near future. With many of you, last
December I attended the Summit of the Americas in Miami. At the
summit, Vice President Gore pronounced the administration’s firm
commitment to Caribbean trade,

The Vice President stated, “The United States recognizes that
free trade and enhanced investment flows are critical to sustain-
able development. We are seeking to further strengthen our com-
mercial ties, including the earliest possible passage of the interim
trade program * * *,

“President Clinton and I remain as committed to this key pro-
gram as we were when I unveiled it to you last May in
Tegucigalpa. As soon as the new Congress is seated in January, we
pledge to press vigorously to win passage of the interim trade pro-
gram as a stepping stone to full partnership in a free trade rela-
tionship.” Mr. Chairman, the legislation which you have introduced
takes a critical step toward that goal of laying the basis for even-
tual accession of the CBI countries to NAF'[??L

Qur Caribbean neighbors, whose economies are inexorably linked
with North America, must be among the first to join the NAFTA.
Your legislation calls for a 6-year program after which the CBI na-
tions would be allowed the opportunity to negotiate accession to
NAFTA or to enter into an independent free trade agreement with
the United States. In the last decade, the United States has sup-
ported and encouraged the movement by the Caribbean and
Central American nations toward democracy and trade and invest-
ment liberalization.
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Today, democracy rules in all the nations of the Caribbean Basin
with the notable exception of Cuba. There is probably no region in
the world that has as many flourishing democracies as does the
Caribbean Basin. This year alone eight nations in the region are
holding free elections. For many nations, political stability i1s by no
means guaranteed, and as we saw in the painful lesson of H);\iti,
economic and political instability in the Caribbean region can bear
enormous cost to the United States.

It is in the vital interest of the United States to see the Carib-
bean Basin grow economically for several reasons: First, to main-
tain the political stability of the region; second, to improve the eco-
nomic conditions, which will deter illegal immigration, which will
deter political instability, and which will provide a bulwark against
illegal drug trafficking. But at a time when economic growth is
more important than ever, members of the Caribbean Basin Initia-
tive have faced an unintended challenge. Excluded from the
NAFTA, CBI nations find themselves at a disadvantage to Mexico.

I would refer the members of the subcommittee to the chart to
my right, which is based on statistics developed by the U.S. De-
partment of Commerce.

Before NAFTA, the growth rate for apparel imports from the CBI
nations and Mexico were at 20 percent per annum. Since NAFTA,
Mexico’'s growth rate has jumped from 20 to 45 percent. CBI na-
tions have dropped from 20 to 10 percent. H.R. 553 addresses this
situation by extending NAFTA benefits to CBI countries.

Mr. Chairman, in deference to your request as to brevity, I will
ask that the balance of my remarks be submitted for the record
and will summarize by saying that I believe that dealing as quickly
as possible with this unintended consequence of the NAFTA, a con-
sequence that has the potential of eroding much of the economic
gain that has occurred in the Caribbean Basin over the last dozen
years, is an urgent matter for the Congress.

I admire the leadership that you have taken. I appreciate the
fact that the subcommittee is hof’ding this hearing today and hope
that at the earliest possible date, this subcommittee, the House of
Representatives, and the Senate will be able to send to the Presi-
dent for his signature legislation that will establish parity between
the CBI nations, Mexico, and a framework for the further economic
integration of the Caribbean Basin and North America. Thank you.

[The prepared statement follows:]



STATEMENT OF SBENATOR
BOB GRAHAM OF FLORIDA

Mr. Chairman, members of the Committee, I am honored to address
you today and to join my colleagues from Florida, Mr. Gibbons and
Mr. Shaw, in expressing my support for the Caribbean Basin Trade
Security Act (H.R. 553). I would like to thank Congressman Crane
and Congressman Gibbons for their longtime leadership on this
important matter.

I am pleased to announce that I will be introducing a similar
bill in the Senate in the near future.

I attended the Summit of the Americas in Miami this past
December. At the summit, Vice President Gore pronounced the
Administration’s firm commitment to Caribbean trade. He said:
"The United States recognizes that free trade and enhanced
investment flows are critical to sustainable development. We are
seeking to further strengthen our commercial ties, including the
earliest possible passage of the Interim Trade
Program. . .President Clinton and I remain as committed to this key
program as we were when I unveiled it to you last May in
Tegucigalpa. As soon as the new Congress is seated in January,
we pledge to press vigorously to win paasage of the Interim Trade
program, as a stepping stone to full partnership in a free trade
relationship."

The Crane/Gibbons bill takes a critical step towards that goal by
laying the basis for the eventual accession of the CBI countries
to NAFTA. Our Caribbean neighbors, whose economies are
inextricably linked with North America, must be among the first
to join NAFTA.

Crane/Gibbons calls for a six year program, after which the CBI
nations would be allowed an opportunity to negotiate accession to
the NAFTA or to enter into independent free trade agreements with
the United States.

In the last decade, the United States has supported and
encouraged movement by the Caribbean and Central American nations
toward democracy and trade and investment liberalization. Today
democracy rules in all of the nations of the Caribbean Basin,
with the notable exception of Cuba. This year alone, eight
nations in the region are holding free elections. For many
nations political atability is by no means guaranteed, and as we
saw in the painful lesson of Haiti, economic and political
instability in the Caribbean region can bear enormous costs to
America. It is of vital interest to America to see the Caribbean



Basin grow eccnomically for several reasons. First, to maintain
political stability in the region. Second, improving economic
conditions will deter illegal immigration, which has been
draining our resources and stoking the fires of resentment within
American communities. Migration is also hurting our Southern
neighbors - some of their youngest and brightest citizens are
permanently leaving their shores. Third, economic stability in
the Caribbean Basin would reduce illegal drug trafficking and
allow greater cooperation between nations to enforce anti-drug
policies.

But at a time when economic growth is more important than ever,
Members of the Caribbean Basin Initiative (CBI) have faced an
unintended challenge. Excluded from NAFTA, CBI nations find
themselves at a disadvantage to Mexico. According to Department
of Commerce statistics, before NAFTA the growth rate for apparel
imports from CBI nations and Mexico were at 20%. Since NAFTA,
Mexico’s growth rate has jumped to 45%, while CBI nations have
dropped to 10%. H.R. 553 addresses this situation by extending
NAFTA benefits to CBI countries.

The Crane/Gibbons bill was crafted with special sensitivity to
American jobs. The bill would extend coverage to all
manufactured products which are granted preferential treatment
under NAFTA. Currently, most American imports of these products
come from Agia, with the Caribbean Basin only supplying a small
percentage of these goods. There is little U.S. production of
many of these products, meaning that efforts to promote CBI
production would displace other imports, not U.S. jobs. In fact,
U.S. companies and workers benefit from co-production with the
region which allows them to compete against Asian imports while
using U.S. components and machinery in production. These are the
same competitive benefits that the U.S. sought in enacting the
Caribbean Basin Initiative over a dozen years ago. It makes no
sense that American companies earlier prompted by CBI to
structure similar operations in the Caribbean Basin region should
now be penalized.

The new bill provides equal coverage for all textiles and apparel
as was provided for Mexico under NAFTA. This is a necessary
remedy, as there is evidence that production is leaving the
Caribbean Basin for Mexico because of differences in trade
treatment, not for economic and efficieﬁcy factors.

The benefits of increased trade with the Ci'vibbean Basin, whose
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market is our tenth largest, far outweigh the potential costs
from the reduction of tariffs. By promoting trade, we can
discourage dependence on American aid. In addition, economic
growth would give the people of the Caribbean Basin more buying
power to purchase American goods.

The passage of a CBI parity bill is most pressing if we are to
avoid upsetting the current stability and democracy in the
region. I know that the sponsors and cosponsors of H.R. 553 are
firmly committed to passing this important legislation with
minimal delay. I am encouraged by the strong support we have
received from both sides of the aisle for the Crane/Gibbons bill
and for my proposed legislation, and I look forward to seeing
this endeavor come to fruition. Thank you.
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Chairman CRANE. Thank you very much, Senator Graham, and
without objection any materials that any of the witnesses have will
be submitted for the record.

Mr. Rangel.

Mr. RANGEL. Senator, I only wanted to thank you for the leader-
ship that you have constantly provided in this area. You have cer-
tainly proven yourself to be a true friend of the Caribbean. I hope
that soon we will be able to allow Cuba to enter into trade as well
as become a Democratic society; and we can continue to work to-

ether for a world that is based not on ideology, but on freedom,
re}t:. trade, and improving the quality of life for all in this hemi-
sphere.

So thank you for the leadership that you have consistently pro-
vided. Thank you, Mr. Chairman.

Chairman CRANE. Mr. Hancock.

Mr. HaNcockK. I do not have any questions at this time. I think
the Senator’s explanation will answer my questions. Thank you
very much.

Chairman CRANE. Mr. Gibbons.

Mr. GiBBONS. I have made my statement and I want to thank
Senator Graham for coming again. I will continue to work with
you, Senator.

Senator GRAHAM. Thank you.

Chairman CRANE. Mr. Ramstad.

Mr. RaMstaD. Thank you, Mr. Chairman. Senator, nice to see
you here. Just one question. Last year, I think we had a $2 billion
or $1.8 billion trade surplus, to be exact, with the Caribbean Basin.
How, in your judgment, would enactment of this legislation ensure
that U.S. exports to the Caribbean remain at high levels?

Senator GRAHAM. In two ways. Immediately, by protecting the
strong economic growth that has occurred in many of the CBI na-
tions. The area of job creation, which has flourished the most, has
been the apparel industry, which is the very industry that is noew
the most challenged by ]t-:{le absence of a level playing field as be-
tween Mexico and the CBI nations.

But, second, in a longer range, this legislation will lay out a 6-
year road map for closer economic ties between the CBI nations
and the United States and the other members of NAFTA, which
will help to sustain and enhance the economic prosperity of the
Caribbean and North America and our very strong cultural and po-
litical ties.

Mr. RamsTaD. Well, thank you very much, Senator. I certainly
agree the quicker we extend NAFTA parity to the Caribbean Basin,
the better. Not only from an economic standpoint, from a self-
serving standpoint, {mt also from a political standpoint in terms of
the stabilization of the region.

Thank you very much, Mr. Chairman.

Senator GRAHAM. Thank you.

Chairman CRANE. Mr. Zimmer.

Mr. ZIMMER. I have no questions.

Chairman CRANE. Mr. Payne.

Mr. PAYNE. Thank you very much, Mr. Chairman. Thank you,
Slfnator, for your testimony and for all the work you have done on
this issue.
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I come at this with a different perspective because I represent a
district that has thousands of apparel workers in the southern part
of Virginia. You have mentioneg the challenges to the CBI apparel
industry.

Certainly, we have challenges ourselves to our own industry and
later today we will hear from Tom Mason, who owns one of the
companies in my district, talking about those challenges.

One of the challenges, of course, for us, is that we are trying to
strike the balance, t%xe proper baiance, between the public policy
decisions that allow us to assist other nations around the world
and the need to support the jobs we have here in our country.

To that extent, I think a good number of the exports that are
moving to the CBI nations are due to the 807 and 807(a) programs.
These programs allow companies to make and cut fabric here and
send the pieces to the Caribbean nations. They in turn make ap-
parel out of that and send it back to this country.

Much of the exporting that goes on is those raw materials, or
those cut goods, that are sent to CBI nations. One of the concerns
I have about this particular proposal is that there is the possibility
that the CBI nations would have an exemption to what we call the
yarn forward rule; and, in fact, might not use our fabrics, but could
use fabrics from other countries, thereby diminishing the exports
we are able to send. The bottom line is that more jobs in our own
district would be lost.

I do not know if you have any comments or any thoughts about
that provision. I guess it is called the TPL provision, and whether
that would be a necessary part of this particular legisiation.

Senator GRAHAM. First, as you have stated, Mr. Congressman,
this relationship between the Caribbean Basin countries and the
United States has been one of mutual benefit in terms of textile
and apparel, because the vast amount of the work that is done in
the CBI countries is done under a program in which the fabric has
to be produced in the United States and cut in the United States.
It is then sent to a CBI country for the labor-intensive sewing and
t}11en returned to the United States. So there are benefits in both
places.

The reality is that the labor-intensive work, if it were not done
in our neighboring countries in the Caribbean Basin, would most
likely be done in some distant part of the world in which the Unit-
ed States would have none of the economic benefits. That was the
basic premise that underlay the Caribbean Basin Initiative when
it was adopted a dozen years ago.

The issue before us today is that NAFTA has granted to Mexico
some benefits which are greater than those that had been granted
to the CBI countries, and is having the unintended effect of draw-
ing investment and jobs from the CBI countries to Mexico. This
chart indicates the potential of that relocation.

This bill is predicated on the goal of creating parity as between
the CBI countries and Mexico; therefore, provisions which are in
this bill for the CBI countries are the provisions that were con-
tained in NAFTA vis-a-vis Mexico. The fundamental issue is: Is it
in our national interest to have a tilted playing field of economics,
with Mexico having benefits that are greater than the CBI coun-
tries, or should we give to the CBI countries, for a 6-year period,
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a level playing field, with parity in treatment, and during that pe-
riod move toward a closer bilateral or multilateral grouping of eco-
nomic relations between the Caribbean and the United States?

Mr. PAYNE. I think I agree with most everything you have said.
I think in this instance, though, with TPLs, there may be a dif-
ference between what will go on in NAFTA and what we are pro-
posing for the CBI. That is one of the things I want to ask the ad-
ministration about.

But I see my time is up. Thank you very much, and I will com-
ment later on some of these numbers. I think your chart is correct,
but there are other numbers I would like to point out as well.
Thank you Senator.

Senator GRAHAM. Thank you, Mr. Payne.

Chairman CRANE. Ms. Dunn.

Ms. DuUNN. I have no questions, Mr. Chairman.

Chairman CRANE. Mr. Houghton.

Mr. HOUGHTON. No questions.

Chairman CRANE. Mr. Camp.

Mr. Camp. No questions.

Chairman CRANE. Well, I want to thank you, Senator, for your
testimony, and I concur wholeheartedly in your conclusion about
bringing stability, prosperity, and democracy to the region. That is
our 12th largest market, and it is vitally important to our mutual
interest to guarantee we get passage as soon as possible. I look for-
ward to working with you on the Senate side to achieve that goal.
Thank you.

Senator GRAHAM. Thank you very much, Mr. Chairman, and |
want to say I particularly appreciate your affording the opportunity
for so many of the representatives of the Caribbean Basin countries
to come and talk with you directly about how much this means to
their future stability and prosperity at this and their relations with
the United States. I think you are providing a very constructive op-
portunity for learning both in this country and in the Caribbean
about how much we share in common.

Chairman CRANE. Thank you, Senator.

Our next panel is—no, wait, Congressman Deutsch is before our
panel with the representatives of the administration.

STATEMENT OF HON. PETER DEUTSCH, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF FLORIDA

Mr. DEuTscH. Thank you, Mr. Chairman. I appreciate the oppor-
tunity to just share a few thoughts with you tgis morning. I have
some testimony that I would like to submit for the record.

As you are probably aware, my district is the district closest to
the Caribbean. I represent soutl?,l Florida, extreme south Florida
and the Florida Keys. This is an issue which has a direct effect in
terms of south Florida in many ways. It has a direct effect on the
Nation as well, and 1 know Senator Graham highlighted some of
that, and you have an excellent list of witnesses who, I believe, will
be able to highlight it even better than I can. But if I can share
a perspective I have from where 1 sit, what I see, I would like to
do that in just a couple of seconds.

Specifically, before NAFTA, this was a trade relationship that
was working incredibly well for both countries for all of the goals
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that we have: free trade. In fact, really, in a sense, it was a true
free trade agreement, in many ways even truer than what NAFTA
is, and working well.

The effect from NAFTA is very real, and I have met with compa-
nies in south Florida that have seen entire facilities—because the
facilities really are the equipment—leave the CBI countries and go
to Mexico. Actually entire plants leave. That graph is really the key
thing. This is a phenomenon that is not an anecdotal phenomenon.
It is a real phenomenon that is happening.

Let me again emphasize that a little bit, though. We have just
had the Miami summit, at this point a couple months ago in
Miami, where we have seen one of the successes of our generation,
of this century, in the democratization of the Western Hemisphere.
It is a growing democracy. It is a young democracy throughout the
hemisphere, but it is a fragile democracy.

To say differently would not be looking at the political realities.
I think all of us understand that free markets, and really economic
opportunity and growth, are essential components to the type of
governments that we want to see continue to exist in the Carib-
bean Basin.

Without this legislation, my fear is really that the reality on the
ground in these countries is getting less stable. That is a real phe-
nomenon. 1 have had the opportunity to speak to some American
ambassadors that serve in tﬂe region and, unfortunately, that is
what they are saying; that is what they are seeing; that is what
anyone who is visiting the region, talking to the leaders, talking to
the businesspeople, talking to the elected officials in those coun-
tries are seeing.

We have the threat of the existence, the creation of narcotics gov-
ernments again, some of the worst types of conditions that we can
imagine returning, not just in the Caribbean but, potentially, to
Central and South America as well. This is critical legislation for
a much bigger picture than just south Florida.

I think we are talking at the level of freedom for this region, for
the Western Hemisphere, and even, I would say, for the world.
Thank you, Mr. Chairman.

[The prepared statement. follows:]
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Chairman CRANE. Thank you, Mr. Deutsch. I would like to yield
now to our colleague, Mr. Payne.

Mr. PayNE. Thank you very much, Mr. Chairman, and thank
you, Mr. Deutsch, for your testimony. I certainly think you are
doing a good job of representing the southern part of Florida.

My own district, as I had just pointed out to Senator Graham,
views this a little bit differently, and that is because we have a
number of apparel facilities, a number of apparel workers. We have
had these jobs for a long time, in our own district in southern Vir-
ginia, as we do in other parts of the South, in fact, all over the
country, and we have some concerns about this as it relates to our
own ability to compete.

What I would like to do is just talk about this chart for just a
minute, since I did not have time to do that when the Senator was
here. I think that chart is exactly right, but let me talk about some
numbers behind that chart.

I think what is happening is, when you compare percentages,
Mexico started with a very low base and the CBI countries started
with a relatively higher base. In absolute dollars for the period of
time that we can look at since NAFTA has passed, and that is the
first 11 months of 1994, the apparel imports from the Caribbean
nations were $4.1 billion. Mexico had $1.7 billion, so there are 2V2
times as many imports, apparel imports, coming into this country
now from the Caribbean nations as from Mexiceo.

It is also important to understand that last year, during the
same period of time, the apparel imports from the Caribbean actu-
ally grew at a rate of 14 percent. So it is not that the CBI program
is not continuing to work. It seems that this is a relationship that
is continuing to work, and whether we need, then, to change and
make this an even better deal, I think, is certainiy questionable,
given the fact that the growth rate, as NAFTA was in place, was
some 14 percent.

My own concern, I guess, gets back to an industry that is an im-
portant industry. It is an ingustry that employs a disproportionate
number of people who do not have high skills, therefore, it is dif-
ficult and somewhat expensive if these people lose their jobs in this
particular industry and have to find other jobs.

Generally, and certainly in my district, the apparel concerns are
in small rural communities where there are no other opportunities
for people to find other jobs, and it is very difficult once these indi-
viduals lose their jobs.

I would say, too, that the apparel workers in my district, and we
have thousands, in fact, tens of thousands of apparel workers, the
loss of jobs impacts especially severely on women and minorities in
our district.

So as we think about this and as we think about what is the
right public policy decision for us as it relates to the Caribbean na-
tions and for parts of our own country, I would hope certainly that
we would consider parts of the country like the part that I rep-
resent as we try to strike the right balance.

I thank you very much for your testimony, and if you would like
to respond to any of this, please do so.

Mr. DEUTSCH. Mr. Chairman, if I can respond. Clearly, your task
is a balancing task, and what Mr. Payne mentioned is clearly a fac-
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tor. I guess what I am doing is really highlighting some of the bal-
ance that I see in terms of the Caribbean countries and the count
as a whole, particularly, again, south Florida and Florida. I thin
the balance was a little unglued by passage of NAFTA, both for the
interests that you have and the interests I have as it affects the
Caribbean countries.

The reality is, if we do not do this legislation, we should be
aware of the consequences. The destabilization in that region of the
world is a very real phenomenon. It is not an imaginary phenome-
non. I think by the end of today you will hear direct testimony
about that. Whether we will do direct aid to those regions of the
world to try to help them, which I do not think there is much sup-
port for in the Congress, or a systematic policy of this Congress to
try to foster competitive industries throughout the world—I mean,
if we have learned anything in the United States of America, our
economy, the jobs in your district, the jobs in my district, the life-
style and the standard of living of everyone in this country is tied
to a world economy.

If we do not have a strong world economy, this subcommittee and
the leadership of you and Mr. Gibbons for a long time have really
shown that this subcommittee has really been at the leadership of
that. That is the lesson of world history; that we internalize. The
country understands that we need to protect our individual con-
cerns, but without this strong world economy, I think we will see
severe adverse impacts of the lifestyle of everyone in this country.

Mr. PAYNE. I don't disagree with anything you have said, how-
ever, I do not think there i1s evidence to show that the policies we
have in place today are destabilizing the Caribbean—

Mr. DEUTSCH. As I said, I think by the end of today your testi-
mony will point out some of that as well, not through anecdotal,
but I think the facts will support what I have said. Thank you, Mr.
Chairman.

Chairman CRANE. We thank you for your testimony, Colleague
Deutsch, and now I would like to welcome the administration wit-
nesses: Ambassador Charlene Barshefsky, who is the Deputy Unit-
ed States Trade Representative; and she will be accompanied by
Ambassador Jennifer Hillman, the chief textile negotiator, United
States Trade Representative; and Anne Patterson, the Deputy As-
sistant Secretary for Central America, the State Department.

You may proceed when you are ready, Ambassador Barshefsky

STATEMENT OF HON. CHARLENE BARSHEFSKY, DEPUTY
UNITED STATES TRADE REPRESENTATIVE, ACCOMPANIED
BY HON. JENNIFER HILLMAN, CHIEF TEXTILE NEGOTIATOR,
UNITED STATES TRADE REPRESENTATIVE; AND ANNE
PATTERSON, DEPUTY ASSISTANT SECRETARY FOR CENTRAL
AMERICA, STATE DEPARTMENT

Ms. BARSHEFSKY. Thank you very much, Mr. Chairman. It is a
pleasure to appear, again, before you today. If I may ask my full
statement be submitted for the record, I wﬂ{ simply summarize.

Chairman CRANE. So ordered.

Ms. BARsSHEFsSKY. The bipartisan support that Congress has

iven to the Caribbean Basin Initiative since its inception has

elped U.S. efforts to promote economic development and democ-
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racy in the Caribbean region. We are gratified that this bipartisan
tradition is continuing with H.R. 553.

Let me say at the outset that the administration supports the
goals and ideals of H.R. 553. We understand the NAFTA has had
unintended effects on investment in the Caribbean region and that
many of these nations are interested in eventual free trade agree-
ments with the United States.

The administration remains convinced, however, that the best
way to achieve our shared goals for Caribbean Basin trade and in-
vestment is through a step-by-step approach. We need to encourage
the CBI countries to make improvements in their trade-in invest-
ment, in intellectual properties regimes— now in preparation for
theAbroad set of obligations that later will be included in a full
FTA.

Trade preferences for the CBI should be consistent with the di-
rection of overall U.S. trade policy and exchange of mutual benefits
and obligations. Before I outline the administration’s position on
H.R. 553, let me review briefly the CBI.

In 1984, the CBI provided the President with authority to pro-
claim duty-free treatment for all products except textiles and
apparels subject to agreements, footwear, petroleum, categories of
flat goods and gloves, leather apparel, canned tuna, and a minor
category of watches to countries meeting the law’s conditions.

In 1990, as you know, the CBI was made a permanent program,
but products previously excluded remained excluded despite sub-
stantial efforts to broaden program benefits. CBI benefits are now
granted to 24 nations.

The executive branch, in 1986, created the guaranteed access
level, the GAL, quota program for CBI apparel exports. The CBI
countries may ship virtually unlimited quantities of apparel and
textile products made from U.S. cut and formed fabric. The CBI
has benefited the Caribbean Basin and the United States.

Two-way trade between the United States and the region has
risen from $15 billion in 1984 at the program’s inception to $22 bil-
lion in 1993. U.S. imports of products entering under the CBI’s pro-
visions have tripled and our imports of apparel from the region
have also increased sharply.

Our exports to the region have grown dramatically as well, turn-
ing the $2 billion trade deficit into about a $2 billion trade surplus.
We want to build on this mutual success. Let me suggest ways in
which we might do that.

As you know, following implementation of the NAFTA, the CBI
countries became increasingly concerned that certain of their bene-
fits under the CBI would be eroded and investment would be di-
verted to Mexico, principally in the textile and apparel sector. After
analyzing closely the potential effects of NAFTA, the administra-
tion developed proposals to address the region’s concerns and these
proposals became known as the Interim Trade Program, or the
ITP, which unfortunately, could not be enacted last year.

This program would have provided CBI countries the same tariff
and quota treatment Mexico enjoys under the NAFTA for textiles
and apparel products meeting the NAFTA rules of origin. We fo-
cused on textiles and apparel because it is the largest product cat-
egory for the Caribbean, and plainly the most important.
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The remaining categories that have traditionally been excluded
from the CBI, including petroleum and other products, are already
either of low duties or the Caribbean is substantially more competi-
tive than Mexico or under the NAFTA tariff decreases would have
taken between 10 and 15 years. In other words, there was little
economic benefit there.

With respect to H.R. 553, the single most important objection
that the administration has to the bill as currently drafted is that
the bill provides benefits without corresponding obligations on the
part of the Caribbean nations.

We believe that tariff proclamation authority for the President
rather than legislated tariffs should be the way to proceed under
this program for five reasons, and let me just mention those and
then I will stop.

First of all, we believe it critical that the Caribbean improve its
intellectual properties rights regime if it is to diversify its economy
and attract higher technology investment. We believe it is also crit-
ical that the Caribbean protect U.S. investment that is there and
encourage further private investment so as to eliminate the need
for preference programs in the future. Tariff proclamation author-
ity would help us accomplish those goals. The provisions of H.R.
553 would not.

Second, the administration believes that it should be negotiatin
FTAs with countries that are ready; that is, that are willing an
able to undertake the very serious obligations of an FTA.

H.R. 553 and the NAFTA implementing law indicate that Con-
gress wants the administration to negotiate only with countries
that can effectively implement the agreement. The CBI nations
must begin now to do more to get ready for free trade than they
have done thus far.

Third, with a 6-year grace period under the bill, there may be a
temptation to delay reforms in some CBI nations. The current gov-
ernment may see that as something for their successor to imple-
ment while they get the credit for additional preferences. That may
well perpetuate benefits with no reforms.

Fourth, a 6-year grace period could also create an unfortunate
precedent for future FTA negotiations. Countries of a lesser level
of development, and there are many other than in the CBI, could
believe they, too, should receive special benefits because of that dif-
ference in level of development without undertaking obligations.

Last, once the program has been in effect for 6 years, we are very
concerned whether, 1in fact, program benefits could be withdrawn.

We know the CBI can adjust to the kinds of ITP conditions we
had set forth in proposed llegislation last year. Indeed, we were
making progress with a number of the CBI nations on both bilat-
eral investment treaties and intellectual property rights agree-
ments last year. That progress came to an absolute halt once the
lI)'Iill’ program was dropped from the Uruguay round implementing

ill.

So, Mr. Chairman, let me say that we support very much the
goals you have for the Caribbean region. We want to work with you
and members of the subcommittee. There are a number of areas
where we do have some suggestions in the bill as proposed and
they are outlined in my testimony, but of particular concern is the
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administration’s view that this program should be balanced in
terms of benefits and obligations.

Thank you very much, sir.

Chairman CRANE. Thank you, Madam Ambassador.

[The prepared statement tollows:]
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ADMINISTRATION STATEMENT
BY AMBASSADOR CHARLENE BARSHEFSKY ON H.R. 553
THE CARIBBEAN BASIN TRADE SECURITY ACT
BEFORE TEE TRADE SUBCOMMITTEE

INTRODUCTION

Mr. Chairman, thank you for the opportunity to submit the —
Administration’s comments on H.R. 553, the "Caribbean Basin Trade
Security Act of 1995."

The bipartisan support Congress has given to the Caribbean
Basin Initiative (CBI) since its inception has greatly assisted
U.S. efforts to promote economic development and democracy in the
region. The Administration appreciates that the sponsors of H.R.
553 are continuing this bipartisan tradition.

With almost all countries in the Caribbean Basin embracing
open markets and free elections, the United States has a unique
chance to help these countries achieve long-term prosperity.

H.R. 553 can be a very constructive catalyst to this process.
This bill recognizes that access to the U.S. market is a powerful
stimulant to broadly based economic development.

Before I outline the Administration’'s position on H.R. 553,
let me review briefly the atatus of the CBI. While you, Chairman
Crane, Congressman Gibbons, Congressman Rangel and some of the
other Members on this Subcommittee are well acgquainted with the
CBI, my summary might be particularly useful for new members.
Also, we hope this presgentation will put into perspective the
Administration’s subsequent comments on H.R. 553.

TATUS OF EGISLATION

CBI I and CBI II

The 1984 CBI provided the President the authority to
proclaim duty-free treatment for all products except
textiles/apparel subject to agreements, footwear, petroleum,
categories of flat goods and gloves, leather apparel, canned tuna
and a minor category of watches. Countries must meet the
conditions, which are sufficiently flexible to provide the
President considerable leverage to encourage reforms without
forcing specific action. Only one country has ever been
suspended from the CBI program, for failure to cooperate on
narcotics matters. CBI benefits are now granted to 24 nations.

The Executive Branch in 1986 created the "Guaranteed Access
Level" (GALs) quota program for CBI apparel exports. Under the
GALs program, a Caribbean Basin country may ship "guaranteed"

levels ~- virtually unlimited quantities -- of apéarel and other
textile products to the United States made from U.S. cut and
formed fabric.

The previous Administration, working very closely with this
Subcommittee, in 1989 sought legislation providing duty-free
treatment for the excluded products. After nearly two years of
effort, all of the products that were excluded from duty-free
treatment in CBI I continued to be excluded in "CBI II." The
1990 CBI II was made a permanent program, which greatly improved
the inducement to invest in the region.

The CBI has benefitted the Caribbean Basin and the United
States. U.S. exports to the region jumped from $5.8 billion in
1983 to $12.2 billion in 1993. This increase of 112 percent
represents a rate that is three times the growth of U.S. global
exporta during this period. A U.S. trade deficit with the region
of $2.6 billion in 1984 turned into a surplus of about
$2 billion last year.
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Countries in the Caribbean Basin are very good customers of
U.S. products. About half of their imports come from the United
States, and some countries purchase over 70 percent of their
goods from the United States

The CBI has, of course, also benefitted the Caribbean Basin.
U.S. imports of products entering under the CBI's provisions have
jumped by more than 100 percent during the past five years, which
is twice the rate of growth of total imports from the region.

Textiles and apparel trade between the United States and
the CBI region has shown tremendoug growth rates. In 1994, we
exported $2.5 billion of fabric and apparel to the CBI countries
(annualized data). U.S. imports of apparel from the region have
grown by an average of 20 percent per year since 1986.

These summary data illustrate why -- just in trade terms --
it is in the U.S. interest to enhance our relationship with
countriea in the Caribbean Basin. The United States also wanta
to promote economic prosperity and stable democracies in the
region. And, this Administration has tried to do just that.

Interim Trade Program

Following the conclusion of the NAFTA, CBI countries became
increasingly concerned that their trade benefits would be
substantially eroded and that investment would be diverted out of
their nations. Also, U.S. firms that had invested in the
Caribbean Basin expressed their concern about their financial
ability to remain in the region.

After analyzing closely the potential effects of NAFTA on
the CBI, the Administration developed some proposals to address
the region’'s legitimate concerns. Due to circumstances at the
time, these proposals could not be presented as part of NAFTA
implementing legislation.

These proposals, refined further to become the Interim Trade
Program (ITP) in 1994, were prepared for submission in the
Administration’s Uruguay Round bill in Congress. In the end,
however, on the basis of discussions with this Subcommittee and
other Members of Congress, the ITP was not included in the
Uruguay Round bill.

Key ITP provisions were inspired by Congressman Gibbons’
1993 proposals in H.R. 1403. The ITP would have included
reciprocal commitments from beneficiaries within a specified
period of time.

The ITP would have provided CBI countries the same tariff
and gquota treatment Mexico enjoys under the NAFTA for textiles
and apparel products meeting the NAFTA’'s rules of origin. We
focussed on textiles and apparel because our analysis showed this
to be the sector most vulnerable to competition from the NAFTA
and by far the largest, accounting for about $4 billion of U.S.
imports from the region. Furthermore, U.S. manufacturers, which
operate partnership production arrangements, have substantial
investment in the region.

In addition, we wanted to fashion a bill that would pass
quickly without controversy and that enjoyed industry support.
We believe the ITP was such a bill.

The next largest imported product after textiles/apparel is
petroleum, accounting for about $1 billion of U.S. imports from
the region. With an average ad valorem duty of about 0.5 percent
-- essentially duty-free -- and a long NAFTA phase-out period, we

. did not want possible opposition to CBI preferences for this
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product to impede passage of the ITP.

The other excluded products have a history of political
sensitivity in Congress. Footwear, in particular, has generated
considerable debate, including attempts to repeal an existing
provision of the CBI. None of the excluded products, other than
textiles/apparel and petroleum, has been a significant Caribbean
Basin export to the U.S. market. If textiles/apparel and
petroleum were excluded from the calculation, about 399 percent of
the value of the remaining CBI products have entered duty-free.

The ITP would have given the President authority to proclaim
new trade preferences. The President would have used this grant
of authority to push for additional economic reforms in Caribbean
Basin countries. Before granting ITP benefits, the President
would have required CBI countries to provide enhanced market
access for U.S. textiles and apparel.

The ITP also would have required each country interested in
receiving new benefits to agree in a lettexr to the U.S. Trade
Representative to make future reforms. Any country not
interested in making reforms would have retained CBI benefits.

The reforms the ITP would have encouraged were intended to
improve the investment climate in the CBI countries. Within one
year, we would have expected to resolve problems involving
existing CBI criterja. We also would have sought improvements in
the countries’ investment and intellectual property righte (IPR)
regimes -- including specific standards within one year and
investment and IPR agreements within about three and a half years
-- using as leverage the prospect of withdrawing benefits from
countries which failed to make substantial progress on these
reforms. The ITP also would have encouraged countries to join
the GATT/WTO and would have explicitly extended worker rights
criteria to the new program.

We selected the ITP's conditions to serve a dual function.
They were supposed to help the CBI nations help themselves
attract investment -- exactly what these countries wanted. They
were also designed to enhance protection for U.S. investors and
U.S. manufacturers of IPR-related products.

We believe the ITP would have been an excellent approach for
both the United States and the Caribbean Basin. In exchange for
accepting two chapters of the 22 chapter NAFTA within a little
over three years and for providing some market access for U.S.
goods, CBI beneficiaries would have received NAFTA benefits or
better for almost all products.

We labeled this approach to be an "interim" program because
we viewed the ITP as a step toward an eventual free trade
agreement (FTA). We knew that many countries in the region
wanted in the future to advance their commercial relationship
with us beyond the ITP. But, we also recognized that neither the
United States nor most other countries were ready for FTA
negotiations. The ITP would have been a "building block" in that
processg.

Mr. Chairman, as you are aware, the ITP was discharged
favorably by the Ways and Means Committee last year.
Unfortunately, it had to be withdrawn from the final Uruguay
Round implementing bill. Despite these setbacks, the President,
Vice President and Ambassador Kantor continued to endorse rapid
Congressional action on ITP-type legisglation in the new Congress.

COMME ON H.R. 553
Objectives

Thanks to this Subcommittee, we now have the opportunity to
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try to pass legislation addressing the legitimate concerns of the
Caribbean Basin.

I am very pleased to say that the Administration supports
the ultimate goal of H.R. 553, which is to bring CBI nations into
NAFTA-type trade agreements. This is the goal that hemisphere’s
leaders at the Summit of the Americas in December adopted for
completing the negotiations of the "Free Trade Area of the
Americas" by the year 2005. We welcome Congress’ support for
this outcome of the Summit, which several of you on this
Subcommittee attended along with other Congressional colleagues.

The Administration also recognizes that achieving this
objective will take time and will not be easy. We realize that
during this process, investment in some sectors in the Caribbean
Basin could be affected by the NAFTA. Addressing the potential
impact of the NAFTA on the Caribbean Basin remains our focus in
any new legislation providing trade preferences.

Product Coverage
Textiles/apparel

As 1 previously stated, the ITP would have covered all
textiles/apparel products that meet the NAFTA rules of origin.
Of the products still excluded from the CBI, the textile/apparel
sector is the one most likely to be affected by the NAFTA.

With some technical changes to ensure that the bill
correctly covers originating products and that tariffs are not
inadvertently increased, we can support the provisions of Section
101 of H.R. 553 that provide NAFTA-equivalent treatment for such
products.

The ITP would not have addressed textiles/apparel products
that failed to conform to the NAFTA rules of origin. Mexico
negotiated tariff preference levels (TPLs), which allow duty-free
and quota-free access for goods that do mot otherwise meet the
rules of origin (i.e., typically goods made with foreign fabric).

There is little economic rationale for TPLs for the CBI
countries. Mexico negotiated TPLs to grandfather certain of
their established trade in non-originating products. To date,
Mexico has exported almost nothing under its TPLs. The ITP did
not include TPLs because there was no demonstrated need for them.

However, we can accept the provisions in H.R. 553, " (B)
NAFTA transition period treatment of non-originating textile and
_apparel articles," giving the Administration authority to
negotiate TPLs. Under such authority, we would conclude TPLs
where a need exists and in conformity with the consultation
requirements of that bill. We would like to offer some technical
changes.

We believe the textiles and apparel provisions in this bill
would initially cover around three-quarters of the $4 billion of
CBI exports to us. And, as our experience under the NAFTA shows,
there is considerable incentive for these countries to shift
production from non-originating goods to products that qualify
under the NAFTA rules of origin. Enacting such treatment would
provide very generous benefits to the Caribbean Basin and address
their legitimate concern about the potential impact of the NAFTA.

Other Excluded Products

The ITP also would not have included NAFTA-treatment for the
other products currently excluded from the CBI. Our assessment
when we developed the ITP was that the NAFTA would not adversely
impact the Caribbean Basin’s competitive ability to export these
products to the United States.
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Al1s0, ag I indicated previously, we saw very little in the
way of potential economic benefits to be gained by attempting to
provide NAFTA benefits for these products. In addition to the
relatively small value of U.S. imports from the Caribbean Basin,
the duty phase-ocut under the NAFTA is relatively long -- 15 years
for most rubber footwear, 15 years on leather products, 15 years
on canned tuna, 10 years on non-rubber footwear, 10 years on
petroleum, and 10 years on leather products.

For these reasons, we would not want debate over including
these sensitive products to delay or, worse, to sidetrack NAFTA-
equivalent treatment for textiles and apparel. Obtaining NAFTA
benefits in this sector alone would be viewed by the region as a
major achievement.

While we can understand the rationale for covering all
products, we believe that. deleting subsection " (3), NAFTA
transition period treatment of certain other articles originating
in beneficiary nations," from H.R. 553 would expedite enactment
of this bill.

Means of Achieving Objectives

Mr. Chairman, let me now turn to the means of providing
these enhanced trade preferences for the Caribbean Basin,
comparing the ITP to H.R. 553.

The ITP would give the President the authority to proclaim
benefits. The President would then provide benefits to countries
that are prepared to meet NAFTA-type conditions in a few areas.
In principle, as long as a country is making progress toward
meeting the conditions within a specified period of time, the
country would retain its benefits during the transition period.

H.R. 553 would automatically provide benefits, not by
proclamation but by law. While the President would have the
authority to suspend benefits on the basis of current CBI
criteria, no new conditions would be imposed. Benefits would
expire in six years or when a country has concluded an FTA with
the United States, whichever comes first.

Preference for ITP

Mr. Chairman, let me explain the reasons the Administration
strongly prefers the ITP approach. -

First, proclamation authority would allow the President to
resolve outstanding trade difficulties by holding out a carrot --
new trade benefits -- instead of jabbing with a stick --
withdrawing new trade benefits. While the effect may be the
same, the perception is quite different.

And, there are problems that need to be addressed. Indeed,
some of these issues have generated Congressional interest.
While most of these difficulties are not so substantial that we
would want to withdraw CBI benefits, we believe they should be
resolved before we provide new benefits.

Second, we believe the ITP would provide security for
investors. While the ITP would require CBI nations to
undertake NAFTA-type obligations in a few areas and in stages, no
country would be compelled to enter a full FTA. Negotiations
would occur on an FTA when the United States and the other nation
were ready.

This security would particularly help the smaller CBI
nations attract investment. For example, what investor would
gamble that a small Caribbean nation would be prepared for FTA
negotiations compared to a larger Central American country? We
might witness investment flowing exclusively to a few CBI nations



26

that appear to be closest to being ready for FTA negotiations,
possibly distorting investment flows. The ITP’s obligations
would be achievable by even the smaller nations, thus offering
similar opportunities.

Third, the Administration believes strongly that we should
negotiate FTAs only with "ready" countries -- those willing and
able to undertake the serious obligations of an FTA. Enhancing
the credibility of U.S. trade policy and maintaining the
confidence of the American people in the value of open trade
depend on well-conceived and properly executed trade agreements.
International trade is in the U.S. economic interest; the
American people deserve to see a proven track record of success
from our trade agreements.

The Administration is developing criteria to assess when
other nations might be "ready" to negotiate and to implement such
a complex and comprehensive undertaking as a NAFTA-type
agreement. The provisions in section 202 of H.R. 553, "factors
in assessing ability to implement NAFTA," are very useful
guidelines for the Administration’s process.

These provisions also clearly indicate that Congress wants
the Administration to negotiate FTAs only with countries that
could effectively implement the terms of the Agreement. While a
number of countries have been making great strides at opening
their markets and reforming their economies, it is not clear that
any CBI nation is now "ready" for a comprehensive FTA.

Mr. Chairman, the NAFTA implementing law provides additional
guidance concerning Congressional goals for FTAs. Recognizing
the considerable U.S. resources needed to negotiate and implement
an FTA, Congress indicated that it wanted the President to
consider those markets which would provide, "the greatest
potential to increase United States exports." Congress with good
reason is directing us to take into account U.S. commercial
interests in setting our FTA priorities.

Fourth, with a six year grace period in H.R. 553, there may
be a temptation to delay reforms in some CBI nations. For
example, a current government may gee this as something for their
successor government to implement -- thus allowing them to take
the glory of gaining the NAFTA benefits but postponing the NAFTA
obligations for his/her successor to handle.

This prospect could lead us to a situation in which benefits
are perpetuated with no little or no reforms in the CBI nations,
which is not the direction we want to take U.S. trade policy.
U.S. firms that invest in the region as a result of duty-free
entry into the United States will argue strongly that such
preferences must be continued. And, of course, the countries
themselves will want to maintain these new trade preferences.

This six-year grace period would also establish an
unfortunate precedent for any future FTA negotiations. Other
countries would come to expect to receive full NAFTA benefits
before beginning to assume NAFTA cbligations.

CBI nations can adjust to ITP-type requiremente. With just
the prospect of the ITP last year, the Administration was making
progress in negotiating bilateral investment treaties and IPR
agreements in the Caribbean Basin. Jamaica and Trinidad and
Tobago, for example, already concluded both of these agreements.
Our investment negotiations were well underway in several other
CBI countries.

But, when the ITP was deleted from the Uruguay Round bill,
our negotiations stalled. And one country informed us that it
was dropping provisions implementing the IPR reforms called for
in the ITP from its own Uruguay Round legislation as a result.
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Finally, we do not know what the U.S. Congress’ attitude
will be toward implementing new FTAs in the future. For example,
H.R. 553 does not include new "fast-track” negotiating authority.

Given this uncertainty, we believe the ITP would be a
preferable route.

INISTRATION POSITION

The ITP Approach

Mr. Chairman, the'Administration wants to work with you and
the other members of this Subcommittee in as constructive a
manner as possible. We share the same goals. Let’s see how we
can achieve them.

If you would like to work on the basis of the ITP -- i.e.,
providing the President proclamation authority -- we are prepared
to submit quickly revisions to H.R. 553. We do not want to delay
a bill going forward.

The basic approach of a revised bill would be that in oxder
to receive benefits, CBI nations would demonstrate their interest
in the ITP by committing to future actions. CBI nations would be
required to implement and to enforce their commitments within
gpecific periods after receiving benefits.

Additional Comments

I would also like to provide this Subcommittee the
Administration’s viewa on other sections of H.R. 553. That is,

in addition to the change in the implementation process -- from
the automatic approach in H.R. 553 to the proclamation procedure
in the ITP -- we would like to see the following changes.

Section 2: Findings and Policy

We suggest amending some of the "Findings and Policy” to
make them consistent with the approach we are suggesting. For
example, in subparagraph (3), the trade benefits being offered
would be in the textile/apparel sector. A similar change should
be made in subsection (b} on "Policy."

Also, As I have indicated, the Administration supports the
goal of creating the "Free Trade of the Americas" by the year
2005. While our preference is for this goal to be achieved by
accession to the NAFTA, we would like to leave negotiating
flexibility on the approach we ultimately use. For this reason,
we guggest inserting the phrase included in Title II of H.R. 553,
"or to enter into mutually advantageous free trade agreements,"
whenever the phrase "accession to the NAFTA," is used.

Title I

Regarding "Title I," I have already addressed the
Administration’s views on product coverage and providing benefits
through proclamation authority. We would like to see these
changes reflected in this bill.

The one other section in Title I we propose changing is
subsection (4) (D), dealing with the transition period. We agree
that the "transitional" trade benefits would end whenever the
United States and another country enters a free trade agreement.

What needs to be worked out is the date the benefits would
end even if a FTA is not achieved. H.R. 553 proposes that this
be "the date that is the 6th anniversary of such date of
enactment." The Administration’s view is benefits should last at
least until the year 2000 -- a date by which the Summit leaders
agreed that significant progress would be achieved toward the



28

objective of concluding the "Free Trade Area of the Americas."

We are concerned about the possible implications of the
sugar provisions in section 102, which directs the President to
take action if the NAFTA is adversely affecting Caribbean Basin
countries. Within the constraints of the existing domestic sugar
program and our obligations under the NAFTA and the World Trade
Organization (WTO), the President has very little discretion to
increase sugar access levels or reallocate market shares. Our
WTO obligations prevent the United States from discriminating
among countries in allocating overall reductions in access to the
U.S. market. We ask that this provision be reviewed in light of
U.S. commitments.

Likewise, we ask that section 103, "duty-free treatment for
certain beverages made with Caribbean rum," be reviewed to ensure
that it does not create a precedent for the treatment of other
products in the future.

We have no comments on the rest of Title I, with the
exception of some technical corrections.

Title II

Our comments concerning Title II are intended to bring H.R.
553 into conformity with the Administration’s overall trade
policy. We are alsc asking Congress to recognize the resource
limitations existing in the Executive Branch.

We view section 201 as being unnecessary. We already have
meetings with countries in the region. For example, we have
established Trade and Investment Councils with every nation in
the hemisphere, except Cuba and Haiti. Under these fora, the
U.S. Trade Representative and other agencies have held 40
meetings with signatory nations since mid-1990. We, of course,
have periodic meetings with ministers outside these fora.

Furthermore, as a result of the Summit of the Americas, we
have plans to hold meetings with countries in the hemisphere
between now and June. And, in June, we will hold a ministerial
session to assess progress toward the goal of constructing the
"Free Trade Area of the Americas."™ This process will resume
after the June meeting, leading up to a March 1996 ministerial.

We oppose Section 202 as it is currently proposed for three
reasons. First, we question the need for more reports on the
Caribbean Basin region. In accordance with the Caribbean
Basin Economic Recovery Expansion Act, the Executive Branch is
already required to submit four periodic reports on this region.
In addition, the Trade Representative includes Caribbean Basin
countries in our annual National Trade Estimates Report and in
our Annual Report on the U.S. Trade Policy Agenda. The State
Department is required by law to prepare annual economic trends
reports on each of the Caribbean Basin countries.

These reports consume considerable interagency effort to
produce, yet seem to generate little Congressional interest. The
Administration is prepared to give any of you these reports,
which we believe tellg you almost, "Everything you ever wanted to
know...," and I know none of you is afraid to ask.

Second, while we understand Congressional interest in
obtaining an assessment of "readiness," the outcome might be
counterproductive. We know this is not your intention, Mr.
Chairman, so please allow me to explain.

Our recent experience highlights the difficulties of making
public the Administration’s views on countries’ "readiness" for
FTAs. Under the NAFTA law, the Administration wa® required to
submit two reports, one in May 1994 and the other in July 1994.
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These requirements for reports were similar to the section 202 of
H.R. 553, except not quite as specific and on a global basis.

Mr. Chairman, I cannot adequately describe the intense
anxiety these reports generated in Latin America and the
Caribbean and, as a result, throughout the Administration.
Ambassador Kantor received numerous letters from, and held a
number of meetings with, other trade ministers, whose sole
objective was to be listed favorably in these reports. We were
told that political relations and investment flows depended on
how thesge reports were worded.

We do not want to go through this experience again for a
report which would be very difficult to adequately do.

This brings me to our third objection. H.R. 553 asks the
Administration to include in the report a "discussion of possible
timetables and procedures to which beneficiary countries can
complete the economic reforms necessary..." to become ready for
an FTA. For the reasons I have already presented in my statement
-- mainly the considerable uncertainty existing in the process of
initiating FTA negotiations -- this section cannot be done with
any precision.

In addition to those reasons, the economic conditions in
countries can change, often quite dramatically. For example, two
respected economists, Gary Hufbauer and Jeffrey Schott, recently
published a book listing countries’ readiness for FTAs based on a
range of economic criteria. At least one country highly rated in
the book would have been stricken from the list had the book been
published only a few months later.

However, we recognize Congregs’ interest in ensuring
progress is made toward meeting the objectives of H.R. 553. With
this in mind, we offer an alternative proposal.

We propose providing the Congress a report in five years on
U.S. progress in bringing CBI beneficiary countries into the
"Free Trade Area of the Americas," including Caribbean Basin
countries’ willingness to undertake "readiness" criteria. This
report would serve as "mid-term review" of the Summit of the
Americas trade agenda with respect to the Caribbean Basin. Since
the President is already required to report on the CBI in 1999,
he would combine the two mandates into one report.

CONCLUSIONS

In conclusion, Mr. Chairman, I would like to compliment you
and the other members of this Trade Subcommittee on moving so
quickly in this new Congress to propose legislation for the
Caribbean Basin. By doing so, you clearly demonstrate the
priority this Subcommittee assigns to strengthening further the
U.S. relationship with the nations of the Caribbean Basin.

This Administration shares that commitment. We will work
closely with you in crafting a bill that achieves our mutually
held objectives. We want to construct a bill that helps the
Caribbean Basin and is in the best interest of the United States.
I hope the ideas presented today will assist in that effort.

Thank you, Mr. Chairman.
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Chairman CRANE. Mr. Rangel.

Mr. RANGEL. So, do you have suggested amendments that would
be in the administration’s interests that if they were attached to
this bill, the administration could support?

Ms. BARSHEFSKY. Mr. Rangel, we do have a number of ideas and
suggestions which we would be very pleased to provide to the sub-
committee and if we can work together, I am quite certain we could
devise a bill the administration would be very pleased to support,

yes.
[The following was subsequently received:]
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DEPUTY UNITED STATES TRADE REPRESENTATIVE

EXECUTIVE OFFICE OF THE PRESIDENT
WASHINGTON, D.C. 20506

February 16, 1995

The Honorable Phil Crane
Chairman

SubCommittee on Trade

Ways and Means Committee
U.S. House of Representative
Washington, D.C. 20515

Dear Mr Chairman:

Let me repeat my appreciation for the opportunity to present the
Administration’s views to you on February 10 during hearings on
the "Caribbean Basin Trade Security Act of 1895." At the
conclusion of my statement, you requested the Administration’s
detailed comments on H.R. 553. I am transmitting these comments
in the attached paper.

I would like to reiterate that the Administration supports the
ultimate goal of H.R. 553, which is to bring Caribbean Basin
Initiative (CBI) nations into NAFTA-type trade agreements. This
is consistent with the goal that leaders at the Summit of the
Americas adopted for completing the negotiations of the "Free
Trade Area of the Americas" by the year 2005. We welcome
Congress’ support for this outcome of the Summit of the Americas.

The Administration recognizes that achieving this objective will
take time and will not be easy. We also realize that during this
process, investment in some sectors in the Caribbean Basin could
be adversely affected by the NAFTA. Attempting to prevent a
negative impact of the NAFTA on the Caribbean Basin remains the
Administration’s focus in any new legislation providing trade
preferences.
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The Administration is convinced that the best way to achieve our
shared goals for Caribbean Basin trade and investment is through
a step-by-step approach. We need to encourage the CBI countries
to begin making improvements in their trade, investment, and
intellectual property regimes now, in preparation for the broad
set of obligations that are included in a comprehensive free
trade agreement (FTA).

The approach outlined in the Administation’s statement before the
Trade Subcommittee would be a transitional program; it would be
viewed as an interim step toward an eventual FTA. We understand
that many countries in the region want in the future to advance
their commercial relationship with us beyond CBI-type trade
preferences, but we also recognize that most of these countries
are not ready for comprehensive FTA negotiations. Our proposal
would be a "building block" in that process.

We would propose providing the President the authority to put in
place immediately certain trade benefits for CBI countries that
make a commitment to the United States to undertake specific
improvements in their trade, investment, and intellectual
property rights regimes. We would not ask for all the changes up
front; rather, we would seek clear commitments to work with us to
achieve the improvements within a reasonable period of years.

I have attached a paper setting out in greater detail the key
changes to H.R. 553 necessary to implement our proposed approach.
In addition, we are suggesting technical revisions which should
be addressed regardless of whether the bill is changed to follow
our basic approach.

We would welcome the opportunity to work with you on developing a
bill that both Congress and the Administration could strongly
support.

Sincerely,

(L

Charlene Barshefsky




33

Proposed Changes to H.R. 553

Background

This memorandum sets forth the key amendments to H.R. 553
needed to change its basic approach to one in which the President
is authorized to proclaim NAFTA-equivalent benefits for CBI
countries that take steps to meet certain eligibility criteria
(such as protecting investment and intellectual property). This
approach differs from the current H.R. 553 approach of providing
benefits to CBI countries without such commitments, and taking
benefits away if the countries have not acceded to the NAFTA or
concluded a similar free trade agreement within six years.

In addition to the key revisions to the basic concept,
several other technical changes would be necessary to adopt the
Administration’s approach. The paper also includes other

technical proposals on H.R. 553 which should be made even if its
basic approach is maintained.

Proposed Amendments

Sec. 2 Findings and Policy

(a) Findings.

page 2, line 15

[ Insert "certain" between "to" and "products."
page 2, line 19

[ Insert "or a free trade agreement comparable to the NAFTA"
after "NAFTA" and before the comma.

page 3, line 6
[} Insert "certain" between "to" and "products."
page 3, line 8

[} Insert "or a free trade agreement comparable to the NAFTA"
after "NAFTA".

page 3, line 9

[ Ingert "or a in free trade agreement comparable to the
NAFTA" after "NAFTA".

Sec. 3. Definitions.

L] This section should probably be within Title I, so that the
reference in line 12 to "this title" clearly means Title I.



Page

34

Insert the following new definition:

" {5) CARIBBEAN BASIN TRADE SECURITY ACT BENEFICIARY
COUNTRY.--The term ‘Caribbean Basin Trade Security Act
beneficiary country’ means any beneficiary country with
respect to which there is in effect a proclamation by the
President designating such beneficiary country a Caribbean
Basin Trade Security Act beneficiary country, in accordance
with section (4)."

4
Insert new section 4:
"Sec. 4. Determinations by the President

"The President may determine that a beneficiary country
is a Caribbean Basin Trade Security Act beneficiary country
if the President finds that such beneficiary country has in
effect, or has entered into an agreement with or otherwise
made a commitment to the United States to put into effect
within a reasonable period of time, measures which--

"(a) are equivalent to measures regarding
exporters in Chapter 5 of the NAFTA (Customs
Procedures) and which will contribute to the effective
implementation and monitoring of the preferential
tariff treatment and other benefits provided by this
title;

" (b} protect against the false representation of
textile and apparel goods as being goods of the
beneficiary country in order to circumvent quantitative
limitations or other measures applicable to imports
into the United States of textile and apparel products
from other countries;

"(c) provide, on a nondiscriminatory basis,
appropriate market access for textile and apparel
products;

“{d) provide adequate protection for intellectual
property rights and investment, including where
appropriate a bilateral intellectual property rights
agreement and a bilateral investment treaty with the
United States; and

"(e) meet any other criteria which are deemed by
the President to be appropriate for Caribbean Basin
Trade Security Act eligibility and to further the
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objectives of subsection (c) of section 212 and the
polidy stated in section (2) of the Caribbean Basin
Trade Security Act."

Title I.
Section 101

L] Delete "temporary" from the descriptive title of section
101.

subsection (a)

[ ] Replace descriptive title, "temporary provisions", with
"TARIFF AND QUANTITATIVE LIMITS PROVISIONS".

paragraph (2)
L] Amend as follows:

"(2) NAFTA FRANSITION-PERIOP EQUIVALENT TREATMENT OF
CERTAIN TEXTILE AND APPAREL ARTICLES.--

"{(A) EQUIVALENT TARIFF AND QUOTA TREATMENT.--

"(i) Tehe tariff treatment accorded at any
time to any textile or apparel article that
originates in the territory of a Caribbean Basin
Trade Securzty Act beneficiary country &

shall be identical to the
tariff treatment that is accorded during such time
under section 2 of the Annex to a—tike—artiele
that an article described in the same 8-digit
subheading of the HTSUS that is an originating
good of Mexico eriginates—in—the territery-of.
Mexieo and is imported into the United States.+

"(ii) Dduty-free treatment under this title
shall apply to any textile or apparel article ef—a
that is imported into the
United States from a Caribbean Basin Trade
Security Act beneficiary country and that--

"(I) meets the same requirements {ether
: as those specified
in Appendix 2.4 of the Annex (relating to
goods assembled from fabric wholly formed and
cut in the United States) for the duty free
entry of an article described in the same 8-
digit subhendlng of the HTSUS a—likeartiele
assembled in Mexico, except that in applying
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the requirements of such Appendix 2.4 for
purposes of this clause, the term "Caribbean
Basin Trade Security Act beneficlary country"®
shall be substituted for "Mexico®, or

"(II) is identified under subparagraph
(C}) as a handlooméd, handmade, or folklore
article of such country and is certified as
such by the competent authority of such
country.s—agd

"(iii) Nmo quantitative restriction or
consultation level may be applied to the
importation into the United States of any textile
or apparel article that--

"(I) originates in the territory of a
Caribbean Basin Trade Security Act

beneficiary country a—benefieiary—eountry, or

"4FE3> (II) qualifies for duty-free
treatment under clause (ii) (I) or (II).

"(B) NAFTA EQUIVALENT FRANSITION—PERIOB TREATMENT
OF NONORIGINATING TEXTILE AND APPAREL ARTICLES.--

" (i) Sub]ect to clause (ii), the President
may proclaim

£eransitien—peried with respect to any textile or
apparel article that--

"(I) is a product of a Caribbean Basin
Trade Security Act beneficiary country a
beneficiary eeuntry, but

"(II) does not qualify as a good that
originates in the territory of a Caribbean
Basin Trade Security Act beneficiary country
that ecountxry

’
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"tariff treatment that is identical to the in-
preference-level tariff treatment preferential
cariff-treatment—that—is accorded during such time
under Appendix 6.B of the Annex to an article
described in the same 8-digit subheading of the
HTSUS a—iike—artiele that is a product of Mexico
and imported into the United States. For purposes
of this clause, ‘in-preference-level tariff
treatment’ for an article that is a product of
Mexico means the rate of duty applied to the
article when imported in quantities less than or
equal to the quantities specified in Schedule
6.B.1, 6.B.2, or 6.B.3 of the Annex for imports oi
that article from Mexico into the United States.

"{ii) Before any proclamation is issued unde:
clause (i), the President shall determine, after
consultation as appropriate with representatives
of the United States textile and apparel indusetry
and other interested partiee

and-other—interested-parties—regarding- -

"(I) the specific articles to which
such tariff treatment will be extended,

"(I1) the annual quantities of such
articles that may be imported at the
preferential duty rates described in clause

(1) the-annual-quantity levelstebeapplied
under—sueh—treatment—andany adjustment—to
sueh—levels, and

"(III) the allocation of such annual

quantities among Caribbean Basin Trade
Security Act beneficiary countries the

tel 3 : ted & i 3
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.; ; ; te ¢ ! ;

£hat-are-—exempt-—Ereon—gqueota-treatment-—py-reason—eof
Rt e

" (C) HANDLOOMED, HANDMADE, AND FOLKLORE ARTICLES.-
-For purposes of subparagraph (A}, the United States
Trade Representative, following consultation as
appropriate with Caribbean Basin Trade Security Act
beneficiary countries, may 1denti£y shall-eceonsule—with

purpoge—of—identifying particular textile and apparel
goods that—are—wutually-agreed—upen as being
handloomed, handmade, or folklore goods of a kind
described in section 2.3(a), (b), or (c) ex of Appendix
3.1.B.11 of the Annex.

v (D) BILATERAL EMERGENCY ACTIONS. --

"(i) The President may take— i} bilateral
emergency tariff actions of a kind described in
section 4 of the Annex with respect to any textile
or apparel article imported from a Caribbean Basin
Trade Security Act beneficiary country a

£ieiary t¥y if the application of tariff
treatment under subparagraph (A) to such article
results in conditions that would be cause for the
taking of such actions under section 4 with
respect to a like article imported from that—is—a
produet—ef Mexico.+—er

"(ii) The requirement in paragraph (5) of
gsection 4 of the Annex (relating to providing
compensation) shall not be deemed to apply to a
bilateral emergency action under clause (i).

paragraph (3) {(page 10)

Delete this paragraph.

paragraph (4) (page 12)
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Delete this paragraph. (Note that the Administration’'s bi:
deals with NAFTA Chapter 5 customs procedures in the
conditions for finding a country to be a Caribbean Basin
Trade Security Act beneficiary country. See above; new
section 4).

paragraph (5) (page 12)

Delete subparagraph (D) {definition of "transition period"
Insert the following new subparagraph (D):

"(E) The term ‘HTSUS’ means the Harmonized Tarif:
Schedules of the United States.”

On page 13, amend subparagraph (E) as follows:

"(E) An article shall be

i deemed as originating in the territory of
Caribbean Basin Trade Security Act beneficiary countn
heﬁe%teiafy—eeuﬁefy if the article meets the rules of
origin for the good set forth in chapter 4 of part tw
of the NAFTA, and, in the case of an article describe«
in Appendix 6.A of the Annex, the requirements stated
in such Appendix 6.A for such article to be treated a
if it were an originating good er—im—Appendix—-t-A-of
the-Annex. In applying such chapter 4 or Appendix 6.]
with—respeet—to-benefieiary—eountry for purposes of
this subsection, no countries other than the United
States and Caribbean Basin Trade Security Act
beneficlary countries berefieiary—eeountries may be
treated as being Parties to the NAFTA."

subsection (b)

Delete subsection (b) and replace it with the following:
" (b} TECHNICAL AND CONFORMING AMENDMENTS. --

"(1) Section 212(e) of the Caribbean Basin
Economic Recovery Act is amended--

"{A) in paragraph (1), by striking ‘paragraj
(2)' and inserting in lieu thereof ’paragraph
(3}

"(B) by redesignating paragraph (2} as
paragraph (3);

"(C) by inserting after paragraph (1) the
following:
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"7 (2) {A) The President may withdraw or suspend
the designation of any beneficiary country as a
Caribbean Basin Trade Security Act beneficiary
country, or withdraw, suspend or limit the
application of preferential duty or quota
treatment under section 213 (b) to any article of a
country designated as a Caribbean Basin Trade
Security Act beneficiary country if, after such
desiguation, the President determines that as a
result of changed circumstances, such country
would be barred from designation as a Caribbean
Basin Trade Security Act beneficiary country under
section 213.

" (B) Before taking action under
subparagraph (A}, the President shall--

"' (i) meet the requirements of paragraph
(3),

"' (ii) notify the House of
Representatives and the Senate at least 60
days before taking such action, and

" (iii) notify such country of the
President’s intention to terminate such
designation together with the considerations
entering into such decision."; and

"(D) in subparagraph (A) of paragraph {3)
(as redesignated by subparagraph (B)), by striking
‘paragraph (1)‘ and inserting 'paragraphs (1) or
(2) .

"(2) Section 213(a) (1) of the Caribbean Basin

Economic Recovery Act is amended by inserting ‘and
except as provided in section 213(b) (2),' after ‘Tax
Reform Act of 1986,'."

"{3) Subchapter II of chapter 98 of the

Harmonized Tariff Schedule of the United States is
amended- -

" (A) by redesignating U.S. notes 3 through 6
as U.S. notes 4 through 7, respectively;

"(B) in U.S. note 2--

" (i) by striking paragraph (b), and
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"(ii} by striking ‘(a) Except as
provided in paragraph (b)’ and inserti
‘Except as provided in note 3'; and

(C) by inserting after U.S. note 2 the
following:

"3, An article described in subheading 9802.00.
shall not be treated as a foreign article o
as subject to duty, if neither the fabricat
components, materials or ingredients, after
exportation from the United States, nor the
article itself, before importation into the
United States, enters the commerce of any
foreign country other than a beneficiary
country enumerated in general note 7(a) to
this schedule’;

"(D} in subheadings $802.00.40, 9802.00.50, and
9802.00.60 by striking ’‘note 3’ each place it appears
and inserting ’‘note 4';

"(E) in subheading 9802.00.60, by striking ’'note
3(d)’ and inserting ‘note 4(d)’;

" (F) in subheading 9802.00.80, by striking ‘note
4' each place it appears and inserting ’‘note 5';

"(G) in subheading 9802.00.90, by striking ’ (see
U.S. note 4 of this subchapter)’; and

"{H) by inserting in numerical sequence the
following new subheading with the superior text for
subheading 9802.00.84 having the same degree of
indentation as the article description for subheading
9802.00.80:

"/Articles assembled or processed
in countries listed in general
note 7(a) to this schedule:

9802.00.84 Articles (except a textile

or apparel article,

crude petroleum oils of heading

2709, or petroleum oils, other

than crude, or any product

derived therefrom, provided

for in heading 2710) assembled

or processed in whole of fabri-

cated components that are a product

of the United States, or processed
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in whole of ingredients (other

than water) that are a product

of the United States............. Free (see U.S.
note 3 of this
subchapter)’"

subsection (c)
° Add new subsection (c¢) as follows:

"{c) The amendments made by this Act shall take
effect with respect to goods that are entered, or
withdrawn from warehouse for consumption, on or after

, and shall terminate on December 31, 2000."

Section 102

[ The Administration’s view is that this gection should
be deleted.

Title II

[} The Administration’s view is that this Title should be

deleted.
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Mr. RANGEL. Do those provisions deal with the question of work-
ers’ rights?

Ms. BARSHEFSKY. As you know, under the CBI, as well as under
our GSP program, countries must take steps toward internationally
recognized worker rights. In the ITP program last year, we re-
peated the provision for consistency among all these preferential
access programs. We would propose that that be included as well,
yes.

Mr. RANGEL. How is thiat monitored?

Ms. BARSHEFSKY. I am sorry, sir, I could not hear you.

Mr. RANGEL. How are the workers’ rights monitored by the Unit-
ed States?

Ms. BARSHEFSKY. The workers’ rights issues? The United States
receives reports quite often from countries. In addition to the ex-
tent workers’ rights issues arise, U.S. entities can petition USTR
under the current GSP law to take a look at workers’ rights prac-
tices in those countries to assure that ILO-related standards are
being met.

Mr. RANGEL. Who would be doing the investigations and writing
the reports, and to whom would the reports be given?

Ms. BARSHEFSKY. Typically it is to USTR.

Mr. RANGEL. Thank you.

Chairman CRANE. Mr. Hancock.

Mr. HaNcock. Thank you, Mr. Chairman. There has been a lot
of concern pertaining to the Caribbean Basin as a result of what
is happenin§ in Mexico right now and tying that in with NAFTA,
Are you willing to make any projections at all about the possibili-
ties of job transfers into Mexico from the Caribbean Basin commu-
nity because of the devaluation of the peso?

Ms. BArsSHEFSKY. I am not in a position to make those kinds of
estimates. We do appreciate the force of the chart that Senator
Graham has used with respect to the quite sharp decrease in the
growth of apparel and textile exports from the CBI to the United
States in relation to Mexico. Indeed, if we look at total textile im-
ports into the United States last year, we see that CBI imports
rose by 10 percent, Mexican imports rose by 35 percent, so that the
earlier ratios, to which Mr. Graham alluded in his testimony, have
essentially been reversed between the countries. But with respect
to jobs specifically, I am not in a position to comment.

Mr. HANCOCK. Thank you.

Chairman CRANE. Mr. Gibbons.

Mr. GiBBONS. Ambassador Barshefsky, you have some interesting
points in your testimony, and I do not want to be cast in the role
of picking a fight with you or the administration. I think your
heart is in the right place and we want to work together. But we
should have done this years ago, that is the problem.

We should have done it at the time we put the NAFTA agree-
ment in position. I think we wanted to, but the NAFTA agreement
became very controversial. We tried to drop out controversy, so we
dropped this out.

We had another opportunity to do it with the Uruguay round and
the Uruguay round seemed to get controversial. It did get con-
troversial, and we dropped this out.
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This time we need to do it. What we really need is from you, Am-
bassador Kantor and the President, a clear and unequivocal state-
ment that we are going to do it this year. Then we will sit down
and try to work wit%\ you and work out what makes the most sense.
But that is what I think the Congress needs. We do not have any
other big trade disputes that are on the table. We do not have any
other big trade legislation, and we need to mutually set a goal that
this is the year we will do equity between the NAFTA agreement
and the Caribbean area.

These are poor countries that are friends and that need our help.
Despite the fact that when we started on this we had a $2 billion
trade deficit with this area, and I expected that deficit to get worse
because we unilaterally opened our borders to their products, the
converse has proved to be the truth. Our trade has gone from a def-
icit to a surplus and has remained in surplus. It has been a phe-
nomenal fact of life that when you reach out to help someone, you
really help yourself.

Now, I realize Mr. Payne has some problems, and he is working
with them, but, generally speaking, the United States has profited
from our act of unilateral graciousness. What we need from the ad-
ministration is a clear, unequivocal statement that this is the year
we are going to do it. Not attention to something that when it be-
comes controversial it gets dropped, but to do justice by this area.
That is all the observations or even questions I have.

Ms. BARSHEFSKY. Mr. Gibbons, may I make a comment?

Mr. GIBBONS. Sure.

Ms. BARSHEFSKY. The administration wholeheartedly agrees with
you that it is time to pass a program which will provide parity for
the CBI, certainly on textile and apparel relative to the NAFTA.
The Vice President, some months ago, in speaking before our
Central American neighbors spoke very eloquently to the need and
to strong administration support for a trade preference program.
The President, likewise, spoke of this at the Miami summit, the
Summit of the Americas, just this past December.

So we look forward to working with you on this. We do believe
this is very, very important. It is certainly critical to the region. It
is also, we believe, critical to our overall economic interests, and we
would be pleased to sit down with Mr. Crane and Mr. Rangel, you,
and the members of the subcommittee, Mr. Gibbons, and work out
an acceptable bill.

Mr. GIBBONS. Thank you.

Chairman CraNE. Thank you.

Mr. Ramstad.

Mr. RamMsTaD. Thank you, Mr. Chairman, Madam Ambassador,
it is good to see you here. I would like to associate myself, Mr.
Chairman, with the remarks of the ranking member as far as the
need for imminent action on this, with one slight caveat, and 1
would like you to address this.

We both know, I think we all know there is a fundamental dif-
ference between NAFTA and the CBI, and that is the reciprocal na-
ture of NAFTA. Mexico agreed to significant trade reforms, which
is one of the reasons we were finally able to pass NAFTA, and 1
am just wondering, in your judgment, are CBI countries prepared
to assume the obligations as well as the benefits of the NAFTA
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agreement? Assuming they are, how long do you anticipate that
will take?

Ms. BARSHEFSKY. Mr. Ramstad, I do not think that the CBI
countries at this point are in a position to accept the level of obliga-
tion that is in the NAFTA, Bear in mind, the NAFTA is 22 chap-
ters long, running the gamut from tariffs to customs, to services,
to investment, to intellectual property rights and the like. The obli-
gations are very high. Indeed, in most cases, higher than the Uru-
guay round agreements just negotiated and in some cases signifi-
cantly higher than the Uruguay round agreements just negotiated.

We do think, though, that the Caribbean is in a very strong posi-
tion to revise substantially their intellectual property rights re-
gime, to revise substantially their investment regimes, to give
greater certainty to U.S. higher technology companies that patents,
copyrights, and trademarks will be enforced, to give greater assur-
ance to U.S. investors that expropriation will no longer be a prob-
lem. In some countries expropriation remains a significant prob-
lem, as well as investment screening. We believe, based on the
progress we were beginning to make last year, when the region be-
lieved the ITP might come into effect, that placing reasonable con-
ditions on this potential grant of benefits would be an appropriate
and desirable step.

In addition, as you may know, both investment and intellectual
property rights are bedrocks; what we would consider to be NAFTA
readiness. That is, if countries can undertake obligations in these
two critical areas, as well as perhaps other obligations, including
macroeconomic issues, countries would become readier for NAFTA,
potentially earlier on in the process, benefiting those countries as
well as the United States.

Mr. RaMSTAD. I am encouraged by your response, Ambassador.
I certainly understand that these nations cannot accept the same
quid pro quo that Mexico did in terms of NAFTA right away, but
certainly your usage of the term, “substantial revisions,” substan-
tial reforms, I think, is significant. That is, we must obviously work
toward the same end and elevate their standards, and I am encour-
aged by your response. Thank you very much for your work on this.

Thank you, Mr. Chairman.

Ms. BARSHEFSKY. Thank you.

Chairman CrRANE. Thank you.

Mr. Zimmer.

Mr. ZIMMER. Thank you. In a related question to Mr. Ramstad’s,
how would you say, Ambassador, that H.R. 553 helps the countries
in the Caribbean Basin prepare for NAFTA accession?

Ms. BARSHEFSKY. Certainly, to the extent the bill increases the
economic dynamism of the region, and, hopefully, it would by en-
suring that investment, particularly in textile and apparel that is
already there, remains; and ensuring that future investment deci-
sions which might go offshore could be considered equally between
Mexico and the Caribbean, certainly that would help. That is to
say, greater economic prosperity often allows countries to further
open their markets, further reform their economies for yet greater
prosperity.

But apart fromn that effect, which would be an effect, as well],
under the administration’s bill last year, we believe that the bill
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does not do enough to encourage these countries to open their
economies, to make the necessary trade reforms that will place
them in a position where over time preferential treatment will no
longer be necessary.

This administration’s trade policy has moved very consistently
through the NAFTA, through the Uruguay round, through our bi-
latera% agreements that we have in the textile field which Ambas-
sador Hillman has solely negotiated, as well as in other fields,
moved very consistently toward a basis of greater reciprocity in our
trading relationships.

Reciprocity is important among developed and developing coun-
tries, even where levels of development are very, very different.
There is always something countries at a lesser level of develop-
ment can do to further reform their regimes. We believe the carrot
of future benefits in exchange for reform is a very nice twist on
what has previously been a stick at many of 1t-:%lxese countries,
thfl:eatening to withdraw benefits previously given in the absence of
reform.

So, in our view, a bill that is carefully crafted, as we believe the
administration’s proposal was last year, that would provide bene-
fits while countries agree to make certain reforms, particularly in
the areas I have already noted, would be a very desirable formula-
tion.

Mr. ZIMMER. Will you be proposing specific amendments to H.R.
553 to achieve those objectives?

Ms. BARSHEFSKY. Yes, we will be providing the subcommittee
with rather detailed comments and specific suggestions. Yes.

Mr. ZiMMER. Thank you. Could you tell me what impact the de-
valuation of the Mexican peso is likely to have on manufacturers
that are considering moving their facilities from the Caribbean
Basin to Mexico?

Ms. BARSHEFSKY. I do not know if I have an answer for you.
Some aspects of conventional wisdom are that investment oppor-
tunity in Mexico now is very attractive because of the devaluation.
Others view the situation somewhat differently and would like to
be sure that the economy of the region overall is stabilized some-
what. It is very difficult for me to comment on your question in any
educated way.

Mr. ZIMMER. How mobile are the manufacturing facilities, for in-
stance, textile manufacturing facilities, amongst the various Carib-
bean countries and between the Caribbean and Mexico?

Ms. BARSHEFsSKY. With your permission, if I may ask our chief
textile negotiator, Ambassador Hillman, to respond.

Mr. ZIMMER. Sure.

Ms. HiLLMmaN. I think, Congressman, the easiest answer is it de-
pends on what the products are. As a general matter, if what is
being done is largely a sewing operation, in which people are as-
sembling cut pieces that have come from the United States, that
arguably is fairly mobile in the sense that those factories can fairly
easily be moved. The fact that we have seen such a large increase
in imports from Mexico and a correspondingly lesser level of
growth from the CBI countries is indicative that some of that
movement has, in fact, occurred in terms of apparel operations
moving.
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On the other hand, there are a lot of American companies that
have had fairly long and good relationships with operations in the
CBI countries where they are comfortable with a trained work force
that has produced a quality product over some period of years, and,
therefore, there is some reluctance to pick up and move into a new
situation.

If, on the other hand, you are talking about more capital-inten-
sive things like fabric production, which requires a heavy degree of
electricity and available water and a fairly significant capital in-
vestment, I think it is much harder and more time consuming and
costly to move.

Mr. ZmiMmMER. Thank you.

Chairman CRANE. Mr. Payne.

Mr. PayNE. Thank you, Mr. Chairman, and thank you, Madam
Ambassador. You mentioned in your testimony that perhaps one of
the most compelling reasons to enact CBI parity was the chart that
is here. I wanted to point out certain facts so that we are all aware
of the base from which we are starting.

First of all, last year the imports from the Caribbean nations, ap-
parel imports from the Caribbean nations, increased at a rate of 14
percent, which is a pretty healthy rate of growth, I think most
would agree.

Second, in terms of absolute dollars, there was more growth from
the Caribbean nations than from Mexico. Not as a percentage, be-
cause we were working on a different basts, but in absolute dollars.
Interestingly, the CBI growth was greater than the growth from
China in the last year as well.

So I think what we are seeing is a situation which may not be
working as well as it did several years ago, but certainly it seems
to be working pretty well as it currently exists.

Let me, though, turn to a couple of the provisions in this pro-
posal. Last year your ITP proposal did not include the negotiating
authority for the tariff pre?erence levels or the TPLs. What was it
that led you last year to exclude those provisions and what position
does the administration take concerning those in this particular
legislation?

Ms. BARSHEFSKY. As you know, Mr. Payne, the TPL issue arises
because Mexico had a substantial volume of nonconforming textiles
and apparel when the NAFTA rules of origin came into effect. Mex-
ico was quite insistent that TPLs form a part of the arrangement
because of the large percentage of its nonconforming trade.

Mexico and the United States negotiated quite handsome TPL
levels. The utilization rate on those TPLs has been zero in almost
all categories and only minor utilization in wool. Our view last

ear, therefore, was that TPLs for the Caribbean, which has a very

igh percentage of conforming trade and a very low percentage of
nonconforming trade, based on our Mexican experience, which had
a high percentage of nonconforming trades and there was no utili-
zation of the TPLs, suggested that TPLs were not necessary in any
respect.

I\II)ow, H.R. 553 provides for authority for the administration to
negotiate TPLs. We do not see a need for TPLs with respect to the
Caribbean. We believe it is in our interest and in the interest of
the various coproduction arrangements that exist for U.S. cut and
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formed fabric to form the basis for exports that then enter the
United States.

We do not object in principle to having authority to negotiate
TPLs, but we do not see a need for TPLs.

Mr. PAYNE. Well, one of the concerns I think of the textile indus-
try, because of the importance of the rule of origin in the NAFTA
agreement, is that this particular provision may allow an opening
for countries, then, to not have to comply with the same rule of ori-

in that is now in effect for Mexico, Canada, and the United States.
onsequently, they feel that it is not, as you say, an important nor
is it a necessary part of this particular agreement or legislation.

Ms. BARSHEFSKY. May I say, sir, in that regard just so you are
aware, both H.R. 553 and the Interim Trade Program that the ad-
ministration had proposed last year have very strict rules on cer-
tificates of origin just as the NAFTA does, because there is always
a concern about transshipments, the ability of other nonconforming
%oods to come in through the Caribbean or through Mexico into the

nited States.

Those kinds of limitations would, of course, be continued. But, if
I may reiterate, and I think we are agreeing with each other, we
do not see any need for TPLs for the Caribbean.

Mr. PAYNE. I see my time is up. My overriding concern, of course,
is the impact that this particular provision would have on jobs that
we have at home, and I will continue to talk about that as this
hearing progresses.

Thank you, Mr. Chairman.

Chairman CRrRANE. Thank you. We are in the middle of a vote
right now and Mr. Houghton has run over there so that he can get
back here and preside as quickly as possible. But I would like to
yield to our ranking minority member, Mr. Rangel, who has an-
other question for you before we all head out.

Mr. RANGEL. Ambassador, I am glad to hear you are prepared to
cooperate with this subcommittee. It would seem to me that if we
find that there is a drain in the economy of these Caribbean coun-
tries going to Mexico, that their fragile economies may not be able
to wait until we get the legislation that we would want.

So I would hope that we keep that in consideration and perhaps
you might want to bring a bill or something that the chairman can
work with; but, it woulﬁ seem to me that we made a promise with
the NAFTA; we made a promise in Miami that we could do this
and then move on with something else.

Ms. BARSHEFSKY. Mr. Rangel, there is no question this should be
done. We should try to move as expeditiously as possible, and we
will work with the subcommittee to do our best to ensure that that
happens.

Mr. RANGEL. Thank you.

Chairman CRANE. Madam Ambassador, I know that our col-
league, Mr. Houghton, has a question and if you do not mind, we
will recess now until Mr. Houghton’s return since he has the jump
on the rest of us.

Ms. BARSHEFSKY. We would be very pleased to remain.

Chairman CRANE. Thank you very kindly.

Ms. BARSHEFSKY. Thank you.

[Recess.]
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Mr. HOUuGHTON [presiding]l. Thank you very much. 1 am pinch
hitting for Mr. Crane while he is voting. I did have a question I
would like to ask of Ambassador Hillman. This is really for infor-
mation only.

We are talking about parity between the CBI and Mexico, and
the textile issue really involves apparel-produced materials. Is it
true that some of the apparel that comes in comes in from coun-
tries who refuse to buy our fiber?

Ms. HiLLMAN. I do not know that I know the answer to that
question. In terms of the Caribbean countries, you would be pur-
chasing fiber in order to then spin it into yarn and then weave it
into faﬁric.

Mr. HoUGHTON. What is the origin of the fiber?

Ms. HiLLMAN. It would depend—theoretically, if it is a man-made
fiber, the United States would be a significant producer of man-
made fibers, polyesters and things of that nature, or it could be
v;ool and cotton and we would be significant producers of all of
those.

Mr. HOUGHTON. Sure.

Ms. HiLLMAN. However, the Caribbean itself is not a significant
producer of yarns or fabrics. So it is unlikely that we would be
shipping a lot of fiber down into the Caribbean regions, since they,
themselves, do not have the capacity to do much in the way of yarn
spinning or fabric production.

Mr. HouGHTON. I understand that. The question is, what is the
origin of it? One of the problems, of course, in the textile industry
has been that the peopﬁ: who come into our market with fabrics
are buying somebody else’s fiber to do that and exclude our own
fiber. I did not know who supplied it to the CBI.

Ms. HILLMAN. I am not aware of any specific item, any reason
why fibers would be excluded other than perhaps tariffs.

Mr. HOUuGHTON. Would you find out for me.

Ms. HiLimAN. I would certainly be happy to.

[The following was subsequently received:]
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OFFICE OF THE UNITED STATES .
TRADE REPRESENTATIVE
EXECUTIVE OFFICE OF THE PRESIDENT
WASHINGTON

20506 HAR 2 4 1995

The Honorable Amo Houghton
U.S. House of Representatives
Washington, D.C. 20515-3231

Dear Congressman Houghton:

During the hearing on H.R. 553, The "Caribbean Basin Trade
Security Act," you asked about any impediments to exporting
fibers and textile products generally to the CBI countries. I
hope the following information answers your question.

U.S. exports to CBI countries in 1994 were valued at $2.5
billion, of which apparel accounted for slightly more than $2
billion, or 82 percent of the total. The majority of U.S.
apparel exports to these countries are cut fabric pieces that are
assembled and reexported as finished goods to the United States.
U.S. exports of textile components (fibers, yarns and fabrics) to
these countries are relatively low because of the general absence
of yarn spinning and fabric weaving, finishing and cutting in the
region.

In general, the major apparel exporting countries in the CBI
region apply tariffs ranging between S and 40 percent on textiles
and apparel imports. Moat of the tariffs on fibers and yarns are
at the lower end of this range. During the Uruguay Round, these
countries committed to binding their textile and apparel tariffs
at no higher than 35 to 45 percent.

You may note that Ambassador Barshefsky stated at the hearing
that the Administration’s preference was for the Interim Trade
Program approach, which contained an up front requirement for
enhanced access for U.S. textiles and apparel before duty-free,
quota-free treatment was accorded to the CBI countries.

I hope this information is helpful to you.

Sincerely,

Jennifer A.“Hillman
assador
Chief Textile- Negotiator

(LY #LCL//J@;; [
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Mr. HougHTON. OK, any other questions? Panel dismissed.
Thanks very much.

Ms. BARsSHEFsSKY. Thank you, sir.

Mr. HouGHTON. OK, let us have the other panel come up.

I would like to welcome you. I thank you very much for being
here. I know this is not the most convenient thing for you to do,
to fly in, but I want to welcome, obviously, Ambassador Ariza, Do-
minican Republic, and Ambassador Sol, but also particularly like
to thank Minister Mottley and Minister Castillo from Trinidad and
Tobago and Guatemala, respectfully, and Anthony Hilton, who is
the Parliamentary Secretary of the Government of Jamaica.

So, gentlemen, why don’t you begin and, Ambassador Ariza,
would you start the testimony..

STATEMENT OF HON. JOSE DEL CARMEN ARIZA, AMBASSADOR
TO THE UNITED STATES, GOVERNMENT OF THE DOMINICAN
REPUBLIC

Mr. Ariza. Thank you, Mr. Chairman. Members of the sub-
committee, honorable ambassadors and members of the diplomatic
corps, ladies and gentlemen good morning. I am José del Carmen
Ariza, Ambassador to the United States from the Dominican Re-
public. Mr. Chairman, on behalf of our government, I would like to
thank you for the opportunity to appear before this subcommittee.

My country appreciates your wisdom and leadership, Chairman
Crane, as well as that of your colleagues, Congressmen Sam Gib-
bons, Clay Shaw, Charles Rangel, and Congressman Towns in in-
troducing and cosponsoring this measure to address the inadvert-
ent adverse effects of the NAFTA on the CBI region, so clearly re-
flected in the Senator’s chart. We publicly support the passage of
NAFTA as a major step to regional and hemispheric free trade and,
as one of the major trading partners of the United States in this
hemisphere, we are asking %or equivalent treatment.

Over the past 12 years, the CBI has been successful in fostering
economic development in the countries of the region. In fact, the
Dominican Republic is the primary beneficiary of the CBI program.
We are the United States fifth most important trading partner in
the hemisphere and the largest among the CBI countries.

Last year the Dominican Republic imported almost $2.8 billion in
American products generating or maintaining 56,000 U.S. jobs. Bi-
lateral trade has climbed to approximately $6 billion or 26 percent
of the region’s trade with the United States. Of all the nations com-
prising Latin America and the Caribbean, the Dominican Repub-
lic’s trade with the United States is surpassed only by Mexico,
Brazil, Venezuela, and Colombia.

The CBI has been instrumental in helping the Dominican Repub-
lic make significant progress in achieving many of its long-standing
goals to diversify its economy, to develop new industries, create em-
ployment, improve working conditions, and maintain its position as
a stable functioning democracy.

For example, as a result ofy CBI preferences, the Dominican Re-
public has experienced tremendous growth in its free zone oper-
ations.

Free zones are the fastest growing sector of the Dominican econ-
omy. At present, 476 companies operate in our country’s 31 free
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trade zones employing 176,311 workers. Most of the businesses are
either subsidiaries of U.S. companies or affiliated with U.S. compa-
nies in one way or another.

Free zone companies account for approximately one-third of the
Dominican Republic’s exports and 96 percent of tﬂose exports come
into the United States.

The major activities in the free zones are textiles and apparel,
footwear, metalworking, jewelry, services, electronics, tobacco,
pharmaceuticals, and sporting goods. Before the CBI went into ef-
fect, there were only 7,176 Dominicans employed in free zones.

Within 4 years of CBI's enactment, the number jumped dramati-
cally to 32,000 in 1986. It had doubled to 68,000 in 1990 and it
more than doubled again to 176,000 in 1994. Significantly, 57 per-
cent of these jobs or 101,568 jobs are held by women.

To emphasize what I said earlier, the CBI benefits the United
States as well as the “beneficiary” countries. In 1994 U.S. exports
to the Dominican Republic helped support jobs for 56,000 U.S.
workers. In addition, coproduction arrangements have helped U.S.
businesses compete with low-wage production from Far Eastern
countries. Almost 50 percent of the companies in the free zones are
directly owned by U.é). businesses; 25 percent more are contractors
for U.g. companies. Passage of H.R. 553 will help ensure that this
favorable trend continues.

The Caribbean Basin Trade Security Act is designed to ensure
the value of the CBI program is not eroded because of NAFTA. Al-
though we have a few comments on the technical language, I want
to say on behalf of the Government of the Dominican Republic that
we strongly support the thrust of the bill and we hope for its
prompt approval.

First, we believe the extension of parity treatment to products
other than textiles is an important step and we recommend this ap-
proach. Second, the provisions related to NAFTA accession or nego-
tiation of specific free trade agreements is a positive step toward
fulfilling the Summit of the Americas commitment for a wider hem-
ispheric free trade arrangement.

Third, the provisions in the bill concerning monitoring NAFTA
sugar imports are a good step, but in light of the harmgul effects
to the Dominican economy that cuts in the sugar quota have had
over the past 12 years, some technical changes need to be made to
protect the Dominican Republics and other CBI countries’ tradi-
tional levels of access to the U.S. market against further reduction
over the long run and hopefully to restore the levels of access con-
templated in the original CBI legislation. The Dominican Republics
sugar industry will submit a separate statement addressing these
technical issues.

Fourth, we believe it might be more convenient to take flexible
approaches to the 6-year transition period envisaged section 101.
This would accommodate unforeseen delays in the negotiation/ac-
cession process so long as good faith efforts were being made.

The recent developments and the recent devaluation of the Mexi-
can peso makes timely action to have the bill passed more nec-
essary for two main reasons: Over the short term, Mexican imports
have become and will continue to be more attractive in dollar terms
than before for U.S. purchasers. Two, over the long run, investors
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are likely to avoid committing new capital anywhere in the region
without a boost in confidence. H.R. 553, we believe, will provide
that boost.

In conclusion, Mr. Chairman, we want to thank our friends in
Congress and the administration for this farsighted measure that
will enable us to continue restructuring and development of the Do-
minican economy to face international competition. We believe the
passage of H.R. 553 will help us in achieving these vital objectives.
Thank you, Mr. Chairman.

Chairman CRANE. Thank you, Mr. Ambassador, and Madam Am-
bassador.

STATEMENT OF HON. ANA CRISTINA SOL, AMBASSADOR TO
THE UNITED STATES, GOVERNMENT OF EL SALVADOR

Ms. SoL. Thank you for giving me the opportunity to express be-
fore the Trade Subcommittee the position of the Central American
ambassadors regarding the proposed House Resolution 553.

I would like to begin by thanking you and the Members of Con-
gress that have cosponsored this bill, Senator Graham and Con-
gressman Gibbons, Congressman Shaw, Congressman Crane, and
Congressman Rangel for introducing this bill that is for us very im-
portant. For Central America it is really urgent to avoid further
trade and investment diversions since the implementation of
NAFTA.

For the past 10 years, the Caribbean Basin region has benefited
from the unilateral preferential tariff treatment from the United
States through the CBI program. The United States has also bene-
fited from this program since the demand for goods and services of
the United States has grown significantly.

During the same decade, we have witnessed a strong commit-
ment by the CBI nations to consolidate democracy and introduce
economic reform and trade and investment liberalization. In
Central America, there are notable examples of this. To mention
the most recent, just a week ago President Armando Calderon Sol
presented to the people of El Salvador the record and to the gov-
ernments of Central America our new economic plan. This eco-
nomic plan locks for further liberalization, including tariff reduc-
tion.

The Economic Council of Central America has expressed its sup-
port for this bill. Qur countries continue to support NAFTA, Mr.
Chairman. We see it as a first step toward hemspheric free trade,
but unfortunately, and we are sure unintendedly, the passage of
NAFTA without legislation like H.R. 553 has begun to show the
consequences of trade and investment diversions from the CBI re-
gion.

For example, as Senator Graham mentioned, the growth rate of
CBI textile and apparel exports to the United States has decreased
significantly while that of Mexico has increased in almost the same
proportion. This proves that strong trade diversion has begun.

Additionally, within the same sector, we are also facing invest-
ment diversion. We are observing the loss of potential investors, ac-
tual plants closing and relocating, and the loss of badly needed
jobs. Here, Mr. Ciairman, I would like to add to the comments
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made by the administration on the mobility of the apparel indus-
try.

ryActually, the mobility of the apparel industry can be subject to
an order coming from the United States and a phone call can
change that order. It can go from Central America to any other
part of the world, and that is how easy it is to move the apparel
industry.

As the transition period in NAFTA continues, progressive reduc-
tion of tariffs and quotas for products excluded from the CBI and
the GSP, such as footwear, leather products, and agricultural prod-
ucts, like sugar, will further reduce the CBI region’s competitive-
ness in the U.S. market.

H.R. 553 has as its fundamental purpose to avoid the trade and
investment diversion that was just noted and to allow our countries
to have the opportunity to adhere to NAFTA and/or to sign a simi-
lar free trade agreement with the United States.

I am here to testify about what we consider to be excellent rea-
sons for supporting this bill. First, NAFTA parity in the terms pro-
posed by this bill will benefit both the U.S. and the CBI industries,
the apparel, textile, and other industries, which need to maintain
and improve their global competitiveness in relation to imports
from other parts of the world, particularly Asia.

This legislation will also augment the purchasing power of the
CBI countries, thus allowing them to import more goods from the
United States and creating more jobs in the United States.

We should remember that approximately 70 percent of the value
of goods produced in Central America return to the United States
in the form of imports of raw material and others. Your bill, Mr.
Crane, will further allow the CBI nations an orderly transition
from unilateral preferential treatment toward reciprocal trade
agreements. It will also contribute to prepare us for implementing
the necessary institutional reforms to comply with the obligations
of comprehensive trade agreements like NAFTA.

Additionally, parity will foster economic development and Demo-
cratic reform in the CBI region. Most importantly, by fostering eco-
nomic development, H.R. 553 will allow us to offer better jobs and
more opportunities to our people, thus helping to decrease the flow
of illegal immigrants into the United States.

Mr. Chairman, Central America fully supports passage of the
Caribbean Basin Trade Security Act. Its enactment will contribute
significantly to strengthening social, political and economic devel-
opment of the region, and it will enhance the commercial and polit-
ical relations between the CBI countries and the United States of
America.

Thank you, Mr. Chairman.

[The prepared statement follows:]
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TESTIMONY BY ANA CRISTINA SOL, AMPASSADOR FROM EL SALVADOR TO THE
UNITED STATES OF AMERICA, ON BEHALF OF THE AMBASSADORS FROM THE
REPUBLICS OF CENTRAL AMERICA, BEFORE THE HOUSE TRADE SUBCOMMITTEE

FEBRUARY 10, 1995

Thank you Mr. Chairman, for gqiving me this opportunity to
express before the Trade Subcommittee our position regarding the
proposed House Resolution 553, “The Caribbean Basin Trade Security
Act”.

I. would like to begin by thanking the co-sponsors of this
bill, Congressmen Crane, Gibbons, Shaw, and Rangel for introducing
a bill that is urgently needed in Central America to avoid further
trade and investment diversion since the implementation of NAFTA.

For the past 10 years, the Caribbean Basin Region has
benefitgd from unilateral preferential tariff treatment from the
U.S. by the “Caribbean Basin Economic Recovery Act”, known as the
CBI. The U.S. has also benefited greatly from this program, since
demand for U.S. goods and services has grown significantly. (From
1990 to 1993, U.S. has had a favorable balance of trade with
Central America, 1increase of 38%, and U.S. exports to Central
America grew by 57%.] Furthermore, no U.S. trade program has
stricter conditions for eligibility than CBI for issues such as:
intellectual property rights, labor rights, investment protection,
and market access opening.

During the same decade, we have witnessed a strong commltment
by the CBI nations to consolidate democracy, and to introduce
econonmic reforms and trade and investment liberalization. Ir
Central America, there are notable examples this. To mention the
most recent, just last week, President Armando Calderon Sol
presented to the people of El Salvador and the Governments of
Central America our new Economic Plan, which calls for further
tariff reductions. The Economic Council of Central America has
expressed 1ts support for the Plan.

In this same spirit, our countries all supported and continue
to support NAFTA, as a first step towards Hemispheric free trade.
Unfortunately, the passage of NAFTA without legislation like H.R.
553 has begun to show the unintended consequences of trade anc
investment diversions from the CBI Region.

For example, the growth rate of CBI textile and apparel
exports to the U.S. has decreased significantly (from 27% in 199!
to 12% in 1994); while that of Mexican textile and apparel exports
has increased in almost the same proportion(from 22% in 1993 to 38%
in 1994). This proves that strong trade diversion has begun,
greatly affecting our commercial interest in the United States.

Additionally, within the same sector, we are also facin
investment diversion. We are observing the loss of potentia
investors, actual plant closings and relocations, and the loss o
badly needed jobs. This reinforces the findings of various studie
prepared by international organizations as well as by the U.S

International Trade Commission. ,
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As the transition period in NAFTA continues, the progressive
reduction of tariffs and quotas for products excluded from the CBI
and GSP, such as footwear, leather products, and agricultural
products like sugar, will further reduce the CBI region's
competitiveness in the U.S. market.

H.R. 553 has as its fundamental purpose to avoid the trade and
investment diversions noted above, and to allow our countries to
have the opportunity to adhere to NAFTA or to sign a similar free
trade agreement with the United States. On this occasion, I am
here to testify about what we consider to be excellent reasons for
decidedly supporting this bill.

e NAFTA parity, in the terms proposed in this bill, will benefit
both the U.S. and CBI apparel, textile, and other industries,
which need to maintain and improve their global competitiveness
in relation to imports from other parts of the world,
particularly Asia. This partnership will surely allow us to
compete more efficiently with producers outside of the
Hemisphere.

e This 'legislation will augment the purchasing power of the CBI
countries, increasing imports of raw materials, capital goods
and finished products from the United States, therefore creating
more jobs. We should remember that approximately 70% of the
value of goods produced in Central America returns to the United
States in the form of imports of raw materials and others.

e Mr. Crane’'s Bill will allow CBI nations an orderly transition
from unilateral preferential treatment towards reciprocal trade
agreements, and will contribute to prepare us for implementing
the necessary 1institutional reforms to comply with the
obligations of comprehensive trade agreements such as NAFTA.

e Parity will stimulate economic modernization, commercial
liberalization and regional integration efforts of the CBI,
fostering economic development and democratic reforms.

e And most importantly, by fostering economic development, HR 553
will allow us to offer better jobs and opportunities for our
people, thus decreasing the flow of illegal immigrants into the
U.s.

Mr. Chairman, Central America fully supports the immediate
passage of the “Caribbean Basin Trade Security Act”. Its enactment
will contribute significantly to strengthening the social,
political, and economic development of the region and will greatly
enhance the commercial and political relations with the United
States of America.

Thank you, Mr. Chairman.
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Chairman CRANE. Thank you, Madam Ambassador. Now Min-
ister Mottley.

STATEMENT OF HON. WENDELL A. MOTTLEY, MINISTER OF
FINANCE, GOVERNMENT OF TRINIDAD AND TOBAGO

Mr. MotTLEY. Thank you, Mr. Chairman, and members of this
honorable subcommittee. My name is Wendell Mottley, the Min-
ister of Finance of Trinidad and Tobago. It is most gratifying,
Chairman Crane, to have the honor and privilege to testify before
this subcommittee on your proposed and very welcomed Caribbean
Trade Security Act. I wish to thank you and all of the Members of
this House on this very welcome development.

H.R. 553 asserts important congressional commitment to the
larger movement toward hemispheric integration by providing full
NAFTA parity to the CBI countries. CARICOM countries, includin
my own, are encouraged by the comprehensive coverage proposeg
in this bill, particularly since the legislation would place exports
{\idke petroleum and textiles on an equal footing with exports from

exico.

You see, NAFTA accession is important, and H.R. 553 addresses
it by making it easy and transparent to understand what is re-
quired for NAFTA accession and how to prepare for it. There is
great equity and fairness in this approach which demonstrates re-
spect for CBI countries.

H.R. 553 addresses a series of factors which must be measured
to evaluate the actual ability of countries to undertake NAFTA ob-
ligations. Several Caribbean countries, including Trinidad and To-
bago, have signed and implemented bilateral investment treaties
and intellectual property rights agreements with the United States,
premised on the assumption that these were prerequisites for an
equitable free trade agreement.

At this point, it i1s unclear whether these are, in fact, pre-
requisites for NAFTA accession since Chile, with whom the NAFTA
partners have started negotiation for accession, has neither signed
a BIT nor an IPRA. The ambiguity in U.S. policy that exists, I re-
spectfully submit, should be remedied so that each country in the
hemisphere can make an informed choice concerning negotiating
accession,

For these reasons, I applaud the provisions of this legislation
that set out clear criteria because they are helpful in charting our
course for accession.

The 6-year transitional time period is a meaningful one. It pro-
vides sufficient time for countries with immediate interests in
NAFTA accession to seriously prepare for the required negotia-
tions. It provides reasonable incentives for other countries to accel-
erate economic reforms within a favorable context for assessing the
rewards and responsibilities of free trade, and it offers those who
do not negotiate NAFTA-type terms and conditions within that
time a continuation of CBI 1I benefits.

The 6-year time period also reflects standard business forecast-
ing and planning cycles and thus sets a reasonable limit on this
temporary experiment with parity.

It is important to go behind the particulars of the legislation and
understand the underlying motivation for the CBI's ardent desire
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for parity now and for full inclusion and participation in the trade
architecture that is emerging in the global environment.

The Caribbean countries need party because of the potential for
trade and investment diversion. Although hard figures are only
now beginning to be compiled, since NAFTA went into effect there
are initial indications that investments will move to Mexico from
the Caribbean. On the trade side, the evidence is clearer. Trade is
moving from the Caribbean to Mexico because exports from Mexico
now enjoy superior access to the U.S. market.

Diverting trade and investment away from the Caribbean would
begin to erode the very important gains that the Caribbean has
achieved in its economic development and the important trade ben-
efits being reaped by the United States. U.S. exports to the Carib-
bean have increased 63 percent between 1987 and 1993, from $7
billion to $11.7 billion.

Trinidad and Tobago alone, with its small population of 1.2 mil-
lion, buys over half a billion dollars’ worth of goods and services
from the United States. We buy $100 million from each of the
States of Texas and Florida. I further note that the commercial op-
erations of U.S. companies in my country have allowed their prod-
ucts to be more competitive in global markets.

I would argue that levels of cross-border investment and levels
of trade are the two main variables for the rationality and viability
of creating a free trade area. Mr. Chairman, if you go to any of the
Caribbean countries, visit the supermarkets or the drugstores, you
will find U.S. goods. You will find in our petrochemical and petro-
leum industry hundreds of millions of dollars of imports from the
States of Texas, Louisiana, et cetera.

In our tourism plant you will find toweling, fabric, et cetera, from
the eastern United States, and most importantly, prominent U.S.
companies are increasingly using the Caribbean as a platform for
improving their overall productivity based on our own resources so
that they can become more competitive globally.

These are powerful arguments that the Caribbean and the Unit-
ed States are economically integrated. These are facts already. A
Caribbean region that is not integrated into the United States eco-
nomically is an artificial construct. For all these reasons, therefore,
Mr. Chairman, we strongly support this bill.

Mr. Chairman, this concludes my oral testimony and I cannot
put this case more strongly. I thank you.

[The prepared statement and attachment follow:]
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STATEMENT OF THE HONORABLE WENDELL A. MOTTLEY
MINISTER OF FINANCE OF TRINIDAD AND TOBAGO
BEFORE THE SUBCOMMITTEE ON TRADE
OF THE COMMITTEE ON WAYS AND MEANS
OF THE U.S. HOUSE OF REPRESENTATIVES

H.R. 653 - THE CARIBBEAN BASIN TRADE SECURITY ACT

GOOD MORNING MR. CHATRMAN AND MEMBERS OF THIS HONORABLE
COMMITTEE. MY NAME IS WENDELL MOTTLEY AND I AM CURRENTLY THE
MINISTER OF FINANCE OF TRINIDAD AND TOBAGO.

IT IS MOST GRATIFYING, CHAIRMAN CRANE, TO HAVE THE HONOR AND
PRIVILEGE TO TESTIFY BEFORE THIS COMMITTEE ON YOUR PROPOSED
CARIBBEAN TRADE SECURITY ACT. | KNOW THAT MY TIME IS LIMITED, BUT
1 MUST TAKE A MOMENT TO EXPRESS THE SINCERE APPRECIATION, NOT
ONLY OF MY GOVERNMENT, BUT OF ALL THE CBI BENEFICIARY COUNTRIES
TO YOU AND YOUR COLLEAGUES -- CONGRESSMEN GIBBONS, RANGEL AND
SHAW -- FOR SPONSORING THIS TIMELY LEGISLATIVE INITIATIVE, WHICH
IS OF SUCH GREAT IMPORTANCE TO THE GROWTH, DEVELOPMENT AND
ECONOMIC WELL-BEING OF THE CARIBBEAN REGION. WE APPRECIATE
YOUR INTEREST AND CONCERN. IT IS MOST APPROPRIATE THAT H.R. 553
IS TITLED A TRADE SECURITY ACT, BECAUSE THIS TITLE IMPLICITLY
RECOGNIZES THAT TRADE EXPANSION IS THE BASIS FOR SECURITY IN THE
SMALL ECONOMIES OF THE CARIBBEAN.

H.R. 553 ASSERTS IMPORTANT CONGRESSIONAL COMMITMENT TO THE
LARGER MOVEMENT TOWARDS HEMISPHERIC INTEGRATION, BY PROVIDING
FULL NAFTA PARITY TO THE CBI COUNTRIES. CARICOM COUNTRIES,
INCLUDING MY OWN, ARE ENCOURAGED BY THE COMPREHENSIVE
COVERAGE PROPOSED IN THIS BILL, PARTICULARLY SINCE THIS
LEGISLATION WOULD PLACE EXPORTS LIKE PETROLEUM AND TEXTILES ON
AN EQUAL FOOTING WITH EXPORTS FROM MEXICO. PROVIDING EQUAL
TREATMENT FOR CARIBBEAN EXPORTS, REFLECTS THE PRAGMATIC
REALISM WITH WHICH WE ALL MUST APPROACH THE CREATION OF THE
FREE TRADE AREA OF THE AMERICAS. BEFORE WE GET TO THE FTAA,
HOWEVER, CLEAR RULES AND PROCEDURES NEED TO BE ESTABLISHED
FOR NAFTA ACCESSION.

H.R. 553 ADDRESSES THIS ISSUE IN SOME DETAIL, MAKING IT EASY AND
TRANSPARENT TO UNDERSTAND WHAT IS REQUIRED FOR NAFTA
ACCESSION AND HOW TO PREPARE. THERE IS GREAT EQUITY AND
FAIRNESS IN THIS APPROACH, WHICH DEMONSTRATES RESPECT FOR CBI
COUNTRIES. H.R. 553 LISTS A SERIES OF FACTORS WHICH MUST BE
MEASURED TO EVALUATE THE ACTUAL ABILITY OF COUNTRIES TO
UNDERTAKE NAFTA OBLIGATIONS. SEVERAL CARIBBEAN COUNTRIES,
INCLUDING TRINIDAD AND TOBAGO, HAVE SIGNED AND IMPLEMENTED
BILATERAL INVESTMENT TREATIES AND INTELLECTUAL PROPERTY RIGHTS
AGREEMENTS WITH THE U.S., PREMISED ON THE ASSUMPTION THAT THESE
WERE PREREQUISITES FOR AN EQUITABLE FREE TRADE AGREEMENT. AT
THIS POINT, IT IS UNCLEAR WHETHER THESE ARE, IN FACT,
PREREQUISITES FOR NAFTA ACCESSION, SINCE CHILE, WITH WHOM THE
NAFTA PARTNERS HAVE STARTED NEGOTIATIONS FOR ACCESSION, HAS
SIGNED NEITHER A BIT NOR AN IPRA! THE AMBIGUITY IN U.S. POLICY
THAT CURRENTLY EXISTS, MUST BE REMEDIED SO THAT EACH
COUNTRY IN THE HEMISPHERE CAN MAKE AN INFORMED CHOICE
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CONCERNING NEGOTIATING ACCESSION. FOR THESE REASONS,  APPLAUD
THE PROVISIONS OF THIS LEGISLATION THAT SET OUT CLEAR CRITERIA,
BECAUSE THEY ARE HELPFUL IN CHARTING OUR COURSE FOR ACCESSION.

THE SIX-YEAR TRANSITIONAL TIME PERIOD IS A MEANINGFUL ONE. IT
PROVIDES SUFFICIENT TIME FOR COUNTRIES WITH IMMEDIATE INTEREST
IN NAFTA ACCESSION TO SERIOUSLY PREPARE FOR THE REQUIRED
NEGOTIATIONS. IT PROVIDES REASONABLE INCENTIVES FOR OTHER
COUNTRIES TO ACCELERATE INTERNAL ECONOMIC REFORMS WITHIN A
FAVORABLE CONTEXT FOR ASSESSING THE REWARDS AND
RESPONSIBILITIES OF FREE TRADE; AND IT OFFERS THOSE WHO DO NOT
NEGOTIATE NAFTA-TYPE TERMS AND CONDITIONS WITHIN THAT TIME A
CONTINUATION OF CBI II BENEFITS. THE SIX-YEAR TIME PERIOD ALSO
REFLECTS STANDARD BUSINESS FORECASTING AND PLANNING CYCLES
AND THUS SETS A REASONABLE LIMIT ON THIS TEMPORARY EXPERIMENT
WITH PARITY. THE TIME PERIOD WILL ALSO ALLOW ALL OF US TO
COLLECT DATA AND INFORMATION ABOUT TRADE AND INVESTMENT THAT
WILL SERVE AS A MORE ACCURATE BASIS FOR MOVING TOWARDS
ACCESSION. CURRENTLY, THERE IS A DEARTH OF INFORMATION ON THE
ACTUAL TRADE EXPANSION CREATED BY NAFTA AND THE POTENTIAL
TRADE EXPANSION IN AN EXPANDED NAFTA.

IN SUM, THE MAJOR PROVISIONS OF H.R. 5563 ARE CLEAR AND LOGICAL --
FULL PARITY FOR THE CBI FOR SIX YEARS, CRITERIA AND TIMETABLES FOR
NAFTA ACCESSION AND A MEANINGFUL TRANSITION PERIOD -- AND ARGUE
FORCEFULLY IN FAVOR OF THIS BILL BASED ON ITS SIMPLICITY AND
CLARITY.

BUTIT IS IMPORTANT TO GO BEHIND THIS PARTICULAR LEGISLATION AND
UNDERSTAND THE UNDERLYING MOTIVATION FOR THE CBI'S ARDENT
DESIRE FOR PARITY NOW AND FOR FULL INCLUSION AND PARTICIPATION
IN THE TRADE ARCHITECTURE THAT IS EMERGING IN THE GLOBAL
ENVIRONMENT.

THE CARIBBEAN COUNTRIES NEED PARITY BECAUSE OF THE POTENTIAL
FOR TRADE AND INVESTMENT DIVERSION. ALTHOUGH HARD FIGURES ARE
ONLY NOW BEGINNING TO BE COMPILED, SINCE NAFTA WENT INTO
EFFECT, THERE ARE INITIAL INDICATIONS THAT INVESTMENTS WILL MOVE
TO MEXICO FROM THE CARIBBEAN. ON THE TRADE SIDE, THE EVIDENCE
IS CLEARER -- TRADE IS MOVING FROM THE CARIBBEAN TO MEXICO
BECAUSE EXPORTS FROM MEXICO NOW ENJOY SUPERIOR ACCESS TO THE
U.S. MARKET OVER PRODUCTS FROM THE CARIBBEAN.

A RECENT WORLD BANK STUDY CONCLUDES THAT SOME CARIBBEAN
COUNTRIES ARE FACING UP TO 60% EXPORT DISPLACEMENT DUE TO
NAFTA; THIS SAME STUDY CONCLUDES THAT WHILE THERE IS
COMPETITION IN PETROLEUM FROM BOTH MEXICO AND CANADA FOR
TRINIDAD AND TOBAGO, THIS TRADE IS NOT AFFECTED BY NAFTA. THIS
STUDY IS BASED ON A STATIC ECONOMIC MODEL AND DOES NOT TAKE
INTO ACCOUNT THE MANY VARIABLES LIKE DEMAND, GROWTH RATES,
INVESTMENT FLOWS AND CHANGES IN CAPACITY. IN THE CASE OF
TRINIDAD AND TOBAGO, WE KNOW HOW LONG IT TAKES TO IMPLEMENT
MAJOR PETROCHEMICAL PROJECTS -- FEASIBILITY AND ENGINEERING
STUDIES CAN TAKE YEARS EVEN WHEN MOVING QUICKLY BECAUSE OF THE
COMPLEXITY AND CAPITAL INTENSITY OF THE PROJECTS. NAFTA IS
IMPORTANT TO US BECAUSE WE NEED TO HAVE PERMANENT LONG TERM
TREATY COMMITMENTS THAT PARALLEL THE LONG TERM INVESTMENT
HORIZONS THAT ARE NECESSARY TO MONETIZE OUR RESOURCES. IT 1S
EASY TO UNDERSTAND THAT COMPANIES THAT ARE MAKING INVESTMENT
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DECISIONS IN THIS SECTOR WILL BE AFFECTED BY THE GREATER
CERTAINTY THAT NAFTA PROVIDES TO CROSS BORDER INVESTORS. EVEN
IF THEORETICALLY UNDER THE GATT, THE NAFTA PARTNERS CANNOT
IMPOSE HIGHER TARIFF BARRIERS THAN CURRENTLY EXIST ON NON-
NAFTA PARTNERS, THE REALITY IS THAT OVER TIME TRADE PREFERENCES
WILL STRONGLY INFLUENCE INVESTMENT DECISIONS. AND THIS iS WHY
TEMPORARY PARITY MUST PROVIDED WHILE DECISIONS ARE BEING MADE
ABOUT NAFTA ACCESSION. THE LOWER TARIFFS, APPLICABLE TO MEXICO'S
AND CANADA'S PETROLEUM PRODUCTS’ EXPORTS TO THE U.S,, DO CREATE
AN ADVANTAGE FOR THEM WHICH IS A POTENTIALLY GREAT DANGER TO
MY COUNTRY.

DIVERTING TRADE AND INVESTMENT AWAY FROM THE CARIBBEAN WOULD
BEGIN TO ERODE THE VERY IMPORTANT GAINS THAT THE CARIBBEAN HAS
ACHIEVED IN ITS ECONOMIC DEVELOPMENT AND THE IMPORTANT TRADE
BENEFITS BEING REAPED BY THE U.S. U.S. EXPORTS TO THE CARIBBEAN
HAVE INCREASED 63% BETWEEN 1987 AND 1993 FROM $7 BILLION TO $11.7
BILLION. TRINIDAD AND TOBAGO ALONE, WITH ITS SMALL POPULATION OF
1.2 MILLION, BUYS OVER A HALF A BILLION DOLLARS WORTH OF GOODS
AND SERVICES FROM THE U.S. WE BUY $100 MILLION IN GOODS AND
SERVICES FROM EACH OF THE STATES OF TEXAS AND FLORIDA. I FURTHER
NOTE THAT THE COMMERCIAL OPERATIONS OF U.S. COMPANIES IN MY
COUNTRY HAVE ALLOWED THEIR PRODUCTS TO BE MORE COMPETITIVE IN
GLOBAL MARKETS.

LEVELS OF CROSS BORDER INVESTMENT AND LEVELS OF TRADE ARE THE
TWO MAIN VARIABLES THAT WOULD ARGUE FOR THE RATIONALITY AND
VIABILITY OF CREATING A FREE TRADE AREA. AFTER CANADA AND
MEXICO, THE CARIBBEAN ECONOMIES ARE THE NEXT MOST
INTEGRATED IN THE NAFTA ECONOMY. SIXTY-SIX PERCENT OF
CARIBBEAN EXPORTS GO TO THE U.S., CANADA AND MEX]JCO. THE U.S.IS
THE MOST IMPORTANT NAFTA TRADING PARTNER FOR MOST CARIBBEAN
COUNTRIES, IMPORTING OVER $5 BILLION COMPARED WITH $262 MILLION
FOR CANADA AND $55 MILLION FOR MEXICO. U.S. DIRECT INVESTMENT IN
THE CARIBBEAN WAS $4.2 BILLION IN 1989, WHILE FOR MEXICO AND
CENTRAL AMERICA COMBINED IT WAS ONLY $2.6 BILLION.

WHAT IS STRIKING AND CRITICAL FOR THE COMMITTEE TO UNDERSTAND,
IS THAT TRADE BETWEEN CARIBBEAN COUNTRIES ACCOUNTS FOR A MERE
4% OF THEIR EXPORTS AND INVESTMENT BETWEEN THE COUNTRIES OF
OUR REGION IS NEGLIGIBLE. TRINIDAD AND TOBAGO, PROVIDES MOST OF
THE CURRENT INVESTMENT AND IS THE MAJOR CREDITOR IN THE REGION.
WE HAVE BEEN COMMITTED TO BUILDING AND INTEGRATING THE
CARICOM ECONOMIES, BUT OUR BUILDING BLOCKS ARE LIMITED IN SIZE
AND QUANTITY. THE REALITY IS THAT OUR ECONOMIES ARE SMALL;
DOMESTIC MARKETS AND EVEN INTRA-CARIBBEAN MARKETS ALONE,
CANNOT ABSORB PRODUCTION AND THEREFORE CANNOT FOSTER
MEANINGFUL TRADE EXPANSION. OUR FUTURE LIES IN CONTINUED
INTEGRATION INTO THE NORTH AMERICAN MARKET.

I CANNOT STRESS THIS LAST POINT ENOUGH. ALTHOUGH OUR ECONOMIES
ARE SMALL RELATIVE TO OUR OTHER HEMISPHERIC NEIGHBORS, THERE
IS STILL REMARKABLE DIVERSITY WITHIN OUR REGION. CARICOM TOOK
NOTE OF THIS WHEN IT CONSIDERED THE QUESTION OF THE
RELATIONSHIP WITH THE NAFTA PARTNERS AND AFFIRMED THAT
INDIVIDUAL MEMBER STATES WOULD NEED DIFFERENT PROVISIONS AND
TIMETABLES TO ACCOMMODATE PARTICULAR NATIONAL INTERESTS
SEVERAL OF THE MORE DEVELOPED ECONOMIES HAVE MADE
REMARKABLE PROGRESS IN DISMANTLING TRADE BARRIERS, WHILE THE
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SMALLER ECONOMIES HAVE HAD MORE DIFFICULTIES. NEVERTHELESS,
THERE HAVE BEEN STRONGER GROWTH RATES IN SOME OF THE OECS
COUNTRIES THAT HAVE STARTED TO WEAN THEMSELVES AWAY FROM
MONOCULTURE DEPENDENCE.

OVER THE PAST DECADE, THE CARIBBEAN COUNTRIES HAVE DIVERSIFIED
THEIR ECONOMIES AND THIS IS REFLECTED IN AN IMPRESSIVE INCREASE
IN MANUFACTURED EXPORTS FROM $U.S. 1.6 BILLION IN 1980 TO $U.S. 4.5
BILLION IN 1992. DURING THIS SAME PERIOD AID FLOWS DECREASED
SIGNIFICANTLY. U.S. LEGISLATION -- CBI I AND II, THE ENTERPRISE FOR
THE AMERICAS, THE AVAILABILITY OF 936 FUNDS, ALL CONTRIBUTED TO
A POLICY FRAMEWORK WHICH HAS BEEN A CRITICAL STIMULUS FOR
ECONOMIC AND TRADE LIBERALIZATION. IT IS LARGELY BECAUSE THE U.S.
POLICY IN FAVOR OF CARIBBEAN DEVELOPMENT HAS BEEN CONSISTENT,
SUSTAINED AND BI-PARTISAN THAT THE RESULTS HAVE BEEN POSITIVE.
THE EFFORT, HOWEVER, IS NOT YET COMPLETE AND H.R. 553 TAKES THE
NEXT STEP REQUIRED IN PROVIDING SOME OF THE NECESSARY
INCENTIVES FOR CONTINUED TRADE LIBERALIZATION.

THE VARIABLES THAT MUST BE CONSIDERED IN ORDER TO PROMOTE
GROWTH IN THE GLOBAL ECONOMY ARE EVER MORE COMPLEX. WHILE
THE URUGUAY ROUND HAS REDUCED TARIFFS, WHICH IN PRINCIPLE
SHOULD HAVE A SALUTARY EFFECT ON CARIBBEAN TRADE, THE REALITY
MAY BE OTHERWISE, GIVEN THAT TARIFF CUTS ERODE THE VALUE OF
PREFERENCES UNDER CBI, CARIBCAN AND LOME. HOWEVER, THERE MUST
BE FULL MFN TARIFF REDUCTIONS, ESPECIALLY WHERE THERE ARE HIGH
TARIFFS IN THE DEVELOPED COUNTRIES, (LE., TEXTILES) OR NON-TARIFF
BARRIERS - THE U.S. HAS NTB’S ON MANY CLASSES OF CLOTHING OF OVER
40% AND CONTINUES EXPORT SUBSIDIES ON SEVERAL AGRICULTURAL
COMMODITIES, PARTICULARLY ON SUGAR. NAFTA PARITY AND
ULTIMATELY ACCESSION ARE IMPORTANT BECAUSE A PERMANENT
FRAMEWORK FOR ADDRESSING THESE NTB’S WILL BE AVAILABLE.

THE COMMON EXTERNAL TARIFF OR CET, TO WHICH ALL CARICOM
MEMBERS HAVE AGREED, DEMONSTRATES THE WILLINGNESS OF THE
REGION TO ENGAGE IN SIGNIFICANT TARIFF CUTTING OVER THE NEXT
FIVE YEARS. TRINIDAD AND TOBAGO HAS ACCELERATED THE TARIFF
REDUCTION SCHEDULE FOR ITSELF VOLUNTARILY. THIS MEANS THAT
OUR MARKETS WILL BECOME EVEN MORE OPEN THAN THEY CURRENTLY
ARE. OUR FOCUS IS TO MAKE SURE THAT THE MAJOR NORTH AMERICAN
MARKETS FOR OUR PRODUCTS ARE EQUALLY OPEN. ADHERENCE TO
NAFTA WILL SIGNIFICANTLY STRENGTHEN OUR ABILITY TO PROMOTE
MARKET ACCESS AND BECOME MEANINGFUL PARTNERS IN THE
CONSTRUCTION OF A FREE TRADE AREA THAT ENSURES THE SHARED
PROSPERITY AND SECURITY THAT IS THE CORE MOTIVATION OF OUR
COMBINED EFFORTS.

MR. CHAIRMAN, THIS CONCLUDES MY ORAL TESTIMONY, HOWEVER,
BECAUSE MY GOVERNMENT HAS MADE DETERMINED EFFORTS TO CREATE
A SOLID MACROECONOMIC CLIMATE AND BECAUSE THOSE EFFORTS HAVE
FOSTERED PRIVATE SECTOR-LED EXPORT EXPANSION AND GROWTH IN
THE ECONOMY, I AM SUBMITTING ADDITIONAL INFORMATION ON OUR
SPECIFIC EXPERIENCE, WHICH I HOPE WILL BE HELPFUL FOR THE RECORD.

AGAIN, THANK YOU FOR THIS OPPORTUNITY.
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[ADDITIONAL COMMENTS]
1L

AS I MENTIONED IN MY ORAL TESTIMONY ON H.R. 553, I BELIEVE THAT IT
WILL BE USEFUL FOR THE COMMITTEE TO UNDERSTAND IN SOME
ADDITIONAL DEPTH, THE DETERMINED COMMITMENT OF THE
GOVERNMENT OF TRINIDAD AND TOBAGO TO FISCAL DISCIPLINE,
MACROECONOMIC STABILITY AND TRADE LIBERALIZATION.

THE REFORMS UNDERTAKEN BY MY GOVERNMENT HAVE NOT BEEN EASY.
THERE HAVE BEEN SOCIAL AND POLITICAL COSTS INVOLVED. WE HAVE
PERSEVERED BECAUSE WE UNDERSTAND THAT OUR SURVIVAL DEPENDS
ON OUR ABILITY TO TRADE WITH THE REST OF THE WORLD, BUT OUR
PROSPERITY AND WELL-BEING DEPENDS ON OUR ABILITY TO STRUCTURE
OUR TRADING RELATIONSHIPS SO THAT THE TALENTS AND LABOR OF OUR
CITIZENS FULLY CONTRIBUTE TO OUR GROWTH; BUT MOST IMPORTANTLY
THE STRUCTURE OF OUR NEW TRADING RELATIONSHIPS MUST BE
CONSTRUCTIVE AND SUSTAINED, PROMOTING THE EXCELLENCE AND
INNOVATION THAT WINS AND MAINTAINS MARKETS. OQUR PARTNERSHIP
WITH THE UNITED STATES MUST BE BUILT IN THIS SPIRIT.

MOVING OUR PRIVATE SECTOR OUT OF THE PROTECTIONIST
ENVIRONMENT THAT INITIALLY FOSTERED INDUSTRIALIZATION AND
MOVING THE GOVERNMENT OUT OF PRIVATE SECTOR ACTIVITIES, HAVE
REQUIRED ATTITUDINAL AS WELL AS PRACTICAL ADJUSTMENTS.
FORTUNATELY, THESE POLICY DECISIONS, RIGOROUSLY IMPLEMENTED,
HAVE YIELDED MANY POSITIVE RESULTS AND CREATED ALLIES OUT OF
MANY SKEPTICS IN OUR BUSINESS COMMUNITY. DESPITE OUR SUPPORT
FOR HIGH LABOR STANDARDS AND PROTECTION OF WORKER’S RIGHTSAND
DESPITE ACTUAL REDUCTIONS IN UNEMPLOYMENT (CURRENTLY ABOUT
18%), OUR MACRO-ECONOMIC REFORMS ALONE CANNOT REDUCE
UNEMPLOYMENT TO ACCEPTABLE LEVELS. THIS ISYET ANOTHER REASON
THAT H.R. 553 IS SUCH A WELCOME U.S. INITIATIVE: THE SECURITY
CREATED BY THE SIX-YEAR TIME FRAME CREATES AN INCENTIVE FOR
BOTH THE GOVERNMENT AND THE PRIVATE SECTOR, TO CREATE EXPORT-
ORIENTED ENTERPRISES THAT TAKE ADVANTAGE OF THIS WINDOW OF
OPPORTUNITY. THIS LEGISLATION PROVIDES CERTAIN PROOF TO OUR
ECONOMIC ACTORS THAT THE U.S. IS SINCERE IN ITS STATED INTENTIONS
TO ENSURE THAT NAFTA DOES NOT HAVE A DETRIMENTAL EFFECT ON
THE CARIBBEAN AND THAT THERE ARE EVEN GREATER OPPORTUNITIES
FOR TRADE BECAUSE THE PRODUCTS EXCLUDED FROM CBI CAN NOW BE
EXPORTED TO THE NAFTA MARKET. THE MESSAGE OF H.R. 553 IS
REASSURING AND MOTIVATING.

WE HAVE ENTRENCHED OUR MAJOR MACROECONOMIC REFORMS. OUR
GOVERNMENT ACCOUNTS ARE NOW TRACTABLE. THE FISCAL DEFICIT,
WHICH AVERAGED 17.2% OF GDP IN 1986-88, HAS BEEN REDUCED TO 1.7%
QOVER THE LAST FIVE YEARS. IN 1994, WE CLOSED THE YEAR WITH A SMALL
FISCAL SURPLUS AND WE EXPECT A SIMILAR RESULT AGAIN IN 1995.

OUR BALANCE OF PAYMENTS HAS BEGUN TO DEMONSTRATE A NEW
ROBUSTNESS. FOLLOWING ELEVEN YEARS OF CONTINUOUS DEFICIT, FOR
THE PAST TWO YEARS THE EXTERNAL ACCOUNTS WERE IN SURPLUS.
SUPPORTIVE MONETARY POLICY IS IN PLACE, AIMED AT RESTRAINING
AGGREGATE DEMAND TO LEVELS CONSISTENT WITH LOW INFLATION AND
THE NEED TO REBUILD OUR FOREIGN EXCHANGE RESERVES. ASARESULT,
INFLATION IS MODERATE AND FALLING. THE INFLATION RATE FROM
SEPTEMBER 1993 TO SEPTEMBER 1994 WAS ONLY 6.4%.

WE FLOATED THE TRINIDAD DOLLAR IN 1993 AND HAVE NOW FULLY
ABSORBED THE DEVALUATION OCCASIONED BY THAT FLOTATION AND OUR
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EXCHANGE RATE HAS HELD REMARKABLY FIRM. CONSEQUENTLY, OUR
INFLATION RATE IS EXPECTED TO FALL TO UNDER 5% THIS YEAR.

OUR EXTERNAL DEBT SERVICE PAYMENTS HAVE BEEN ONEROUS -- WE
PAID WELL OVER A HALF A BILLION US. DOLLARS LAST YEAR.
NEVERTHELESS, WE HAVE REDUCED OUR DEBT SIGNIFICANTLY AND IT
NOW REPRESENTS BARELY 30% OF GDP -- THIS DOWN FROM 42% IN 1992.

WE HAVE INSTITUTED A MAJOR RESTRUCTURING AWAY FROM IMPORT
SUBSTITUTION AND ARE VIGOROUSLY PURSUING A POLICY OF EXPORT
LED GROWTH. PIVOTAL TO OUR NEW EXPORT THRUST IS OUR
COMMITMENT TO TRADE LIBERALIZATION. ALMOST OVERNIGHT, THE OLD
TARIFF STRUCTURE HAS BEEN DISMANTLED. IN 1991, 40% OF THE ITEMS
WERE REMOVED THE IMPORT NEGATIVE LIST. IN 1992, VIRTUALLY ALL
NON-OIL MANUFACTURED PRODUCTS WERE REMOVED FROM THIS LIST. IN
1995, THE TEMPORARY SURCHARGE IMPOSED SUBSEQUENT TO THE
REMOVAL OF ITEMS FROM THE NEGATIVE LIST, WERE REDUCED TO ZERO.
STAMP DUTIES ON IMPORTED GOODS WERE ELIMINATED.

IN 1994, THE MAJORITY OF AGRICULTURAL ITEMS WERE REMOVED FROM
THE NEGATIVE LIST. NEVERTHELESS, TOTAL OUTPUT IN THIS SECTOR
INCREASED BY ALMOST 12%. CONSISTENT WITH OUR OBLIGATIONS WITHIN
CARICOM, OUR EXISTING MAXIMUM TARIFF OF 30% WILL BE PHASED DOWN
TO 20% BY 1998. IT IS IMPORTANT TO NOTE, HOWEVER, THAT A MORE
ACCURATE REFLECTION OF THE OPENNESS OF OUR TRADE REGIME IS
THAT AVERAGE TARIFF RATES ARE NOW LESS THAN 6% FOR IMPORTS
FROM THE U.S.

THE BEST PROOF OF QUR SUCCESS IN CREATING A FAVORABLE
INVESTMENT CLIMATE, IS EVIDENCED BY THE SURGE OF DIRECT
INVESTMENT. IN 1994, INVESTMENT FLOWS FROM THE U.S. REACHED
ALMOST $US 700 MILLION AND FOR 1995, WE HAVE COMMITMENTS FROM
YOUR COUNTRY FOR $US 1.2. BILLION. (THIS FIGURE DOES NOT COUNT
FOREIGN DIRECT INVESTMENT FROM OTHER COUNTRIES.) AT OVER
$US 1000 PER CAPITA, TRINIDAD AND TOBAGO WILL EASILY SURPASS ALL
OTHER COUNTRIES IN THE HEMISPHERE IN ATTRACTING FOREIGN
INVESTMENT.

OVER THE PAST THREE YEARS, NEW U.S. ENTRANTS TO TRINIDAD AND
TOBAGO INCLUDE ENRON, NUCOR, ARCADIAN PARTNERS, SOUTHERN
ELECTRIC, FARMLAND AND CABOT. AMOCO, ONE OF OUR LONGSTANDING
U.S. CORPORATE NEIGHBORS, 1S CURRENTLY WORKING WITH BRITISH GAS
AND CABOT ON A NEW LIQUIFIED NATURAL GAS PROJECT THAT WILL BE
THE FLAGSHIP OF OUR SECOND MAJOR INDUSTRIAL PARK.

TRINIDAD AND TOBAGO HAS HAD AN AGGRESSIVE PROGRAM OF
DIVESTMENT OF PUBLIC HOLDINGS IN COMMERCIAL COMPANIES. FIFTEEN
COMPANIES HAVE BEEN DIVESTED OVER THE PAST THREE YEARS,
INCLUDING THE GENERATION DIVISION OF THE NATIONAL ELECTRIC
COMPANY, THE NATIONAL AIRLINE AND THE IRON AND STEEL COMPANY.
DIVESTMENT PROCEDURES ARE IN PROGRESS FOR ANOTHER THIRTEEN
COMPANIES. FOURTEEN COMPANIES HAVE BEEN LIQUIDATED AND OTHER
COMPANIES THAT WERE IN THE STATE'S PORTFOLIO HAVE BEEN MERGED
OR RESTRUCTURED. THE PUBLICATION "LATIN AMERICAN FINANCE" HAS
CHARACTERIZED OUR EFFORTS AS "ONE OF THE MOST ACTIVE
DIVESTMENT PROGRAMS IN THE REGION". .

OUR COUNTRY HAS ALSO BEEN FORTUNATE TO HAVE HAD THE
ASSISTANCE OF U.S. CUSTOMS IN MODERNIZING OUR CUSTOMS
OPERATIONS. WE HAVE INTRODUCED THE AUTOMATED SYSTEM FOR THE
COLLECTION OF CUSTOMS DATA (ASYCUDA), WHICH IS NOW OPERATIONAL
IN MOST OF THE COUNTRY. WE EXPECT THAT THIS CRITICAL ELEMENT IN
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OUR ADMINISTRATIVE REFORM OF THE CUSTOMS DEPARTMENT, WILL BE
EXTENDED TO TOBAGO AND TO THE INDUSTRIAL ESTATE AT POINT LISAS
DURING 1995.

THE GOVERNMENT HAS COMMISSIONED COMPREHENSIVE STUDIES
RELATED TO COMPETITION POLICIES, ANTI-DUMPING AND
COUNTERVAILING DUTIES, AND UNFAIR TRADE PRACTICES. THE
RECOMMENDATIONS FROM THESE STUDIES ARE BEING EVALUATED AND
IMPLEMENTED AS APPROPRIATE, THROUGH BOTH LEGISLATIVE AND
ADMINISTRATIVE REFORMS. ALL OF THESE EFFORTS ARE GEARED
TOWARDS THE CREATION OF AN EFFICIENT AND MODERN BUSINESS
ENVIRONMENT.

FINALLY, LET ME REITERATE THE GREAT UTILITY OF SECTION 202 (B)(2) OF
H.R. 553 AS A GAUGE FOR OUR ECONOMIC REFORMS. TRINIDAD AND
TOBAGO HAS CHARTED ITS EFFORTS AGAINST THIS YARDSTICK OF
CRITERIA AND THE RESULTS MAY BE FOUND IN THE ATTACHED CHART.

MY GOVERNMENT STRONGLY ENDORSES THE APPROACH TO CARIBBEAN
PARITY IN H.R. 553, BECAUSE IT INCLUDES PETROLEUM AND ITS
DERIVATIVE PRODUCTS AND CLEARLY PLACES PARITY WITHIN THE
CONTEXT OF NAFTA ACCESSION.
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Chairman CRANE. Thank you, Minister Mottley.
Minister Castillo.

STATEMENT OF HON. EDUARDO GONZALEZ CASTILLO,
MINISTER OF ECONOMY, GOVERNMENT OF GUATEMALA

Mr. CastiLLo. Good morning, Mr. Chairman. My name is
Eduardo Gonzalez Castillo, Minister of Economy of Guatemala, and
I appreciate the opportunity to appear before you today to testify
on behalf of Central America in support of H.R. 553, the Caribbean
Basin Trade Security Act of 1995.

Qur countries welcome the introduction of this legislation as it
addresses the key issue of CBI competitiveness in light of addi-
tional benefits obtained by Mexico under NAFTA, as well as setting
the parameters for our region’s participation in a broad free trade
area.

After discussing this matter in detail, the Central American min-
isters of economy met in Guatemala and reached a consensus last
Friday that we must act together to promote this initiative. As
such, I am honored to have the region’s representation bestowed on
me to present a common point of view at this hearing.

At present, Central America is closer culturally to the United
States than the Asians, African, and even European nations. We
jog, we watch more than 50 channels of U.S. TV by cable and we
are even giving up smoking. This special link between our region
and the United States is exemplified by our trading relationship
with a considerable flow of goods and services for decades.

In light of declining consistent levels for the past years, we are
convinced trade will %ecome the driving force that will determine
our relations for years to come and welcome opportunities to open
up markets and facilitate the exchange of products between our
people.

The Caribbean Base Initiative, which took effect in 1984, has
done a great deal to further commerce and brought about prosper-
ity for all parties involved. The results speak %or themselves. In
1983, before the CBI came into being, Central American exports to
the United States were close to $2 billion, while imports of U.S.
products equaled $2.3 billion.

In 1993, our exports to the United States reached $4.5 billion,
while U.S. exports to Central America rose to $6.1 billion, with the
CBI as the main driving force. These figures evidence a fact that
is often overlooked. For every dollar that Central America exports
to anyplace in the world, 70 to 75 cents goes directly to purchasing
U.S. products, underscoring the point that a program’s results
should be viewed from the benefits it brings about rather than nar-
rowly focusing on the access it provides.

The CBI has also generated considerable employment with over
half a million new jo%s in Central America since the program took
effect. In the United States, the CBI has also created jobs. For ex-
ample, many ports in the United States located in States like Flor-
ida, California, Texas, and Louisiana, through which our products
enter, have reaped substantial benefits due to the rising trade, pro-
viding good paying jobs and countless opportunities for the service
industry.



70

Internally the CBI has caused a diversification in our economies
that lessens our dependency on traditional commodities subject to
volatile swings in world prices. It had provided a window of oppor-
tunity for small and medium entrepreneurs that can now take ad-
vantage of their abilities and dedicate themselves to production for
export under CBI.

In the agricultural sector, we are significant exporters of fruits
and vegetables, cut flowers and ornamental plants, and seafood. In-
dustrially, the textile and apparel industry has prospered tremen-
dously and currently plays an important role in our economies de-
spite not enjoying CBI duty-free treatment.

It has generated significant foreign exchange earnings and con-
tributed to the generation of employment. In addition, programs
like the guaranteed access levels, GALs, have resulted in tangible
benefits not only for our apparel manufacturers, but for U.S. ex-
ports as well, which last year sold over $500 million in raw mate-
rials to this industry alone.

With NAFTA taking effect in 1994, Central America has suffered
an impact that adversely affects many of these key sectors. As a
result of additional benefits obtained by Mexico under NAFTA, the
competitiveness of our exports to the United States has been erod-
ed. In the textile and apparel sector, where our exports had been
steadily increasing in comparison to Mexico, the impact is real.

In 1994, exports of our textile and apparel industry from Central
America to the United States grew only by 9.9 percent after yearly
averaging 35 percent, compared to Mexico’s astonishing jump of
39.2 percent growth after averages of about 25 percent prior to
NAFTA. This has resulted in the closing of over 100 plants in
Central America and the loss of over 15,000 jobs in 1994 alone.

Some agricultural products have lost market share in the United
States as a result of NAFTA, and investment has virtually come to
a grinding halt as interest in our region fades. The impact of
NAFTA will continue to detrimentally affect trade between Central
America and the United States with consequences for various sec-
tors that we have yet to pinpoint in this first year.

For these reasons, we were pleased to establish a constructive di-
alog with the U.S. Government during 1994, seeking options to re-
store CBI competitiveness and allowing for the progress made to
date to continue and our region to prosper. Despite the unfortunate
demise of the program, we were encouraged that the United States
remain committesTto addressing this issue as expressed by Vice
President Gore at the Managua summit and categorically empha-
sized by President Clinton in Miami during the Summit of the
Americas.

Now we have the golden opportunity to make our ideals a reality
and take action consistent with the free trade principles agreed to
by the entire hemisphere. This is why Central America staunchly
supports the Caribbean Basin Trade Security Act as introduced in
the Trade Subcommittee by Chairman Crane, and Congressmen
Gibbons, Rangel, and Shaw.

The bill clearly addresses the CBI competitiveness by providing
treatment equivalent to NAFTA for those products excluded from
the CBI, which will mitigate the damage suffered to date and pro-
vide some just access to the U.S. markets. In addition, it paves the
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way for Central America to commence negotiations conducive to its
participation in NAFTA.

The provisions in the legislation recognize that concrete action is
of paramount importance, establishing a mechanism such as the
meeting between our trade ministers and the United States Trade
Representative, which is the appropriate vehicle to examine how
we can work together and make tangible progress.

Sectoral negotiations in areas such as investment, phytosanitary
regulations, intellectual property rights, and customs procedures
could begin immediately with the dual objectives of facilitating
trade and removing barriers, as well as creating a momentum that
permits us to tackle more complex issues. Central America is pre-
pared to do its part in meeting the criteria necessary for proceeding
with the free trade negotiations, as they are consistent with the
economic liberalization process we strive to further in our region’s
participation in the World Trade Organization.

Time is of the essence, as the delaying action will only exacer-
bate the problems we are experiencing to date. We feel that this
legislation has widespread bipartisan support in the U.S. Congress
and deserves the full backing of the Clinton administration in ac-
cordance with the commitment made to our region, which can now
be fulfilled by achieving swift passage and prompt implementation
of H.R. 553.

The bill is vital to maintain the momentum for trade liberaliza-
tion and warrants the effort of all those who genuinely care to fos-
ter growth and prosperity. As President De Leon Carpio of Guate-
mala stated in Miami, “Let it be clear that the political will to pro-
mote trade liberalization is there. Now is the time to abandon rhet-
oric and undertake action * * *.”

Thank you for the opportunity to share these comments with you
today, and I trust that you will back this initiative. I am in the
best position to answer any questions that may enrich this produc-
tive dialog. Thank you very much, Mr. Chairman.

[The prepared statement follows:]
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GOOD MORNING., MY NAME 18 EDUARDO GONZALEZ CABTILLO, MINISTER OF
ECONOMY OF GUATEMALA, AND I APPRECIATE THE OPPORTUNITY TO APPEAR
BEFORE YOU TODAY TO TESTIFY ON BEHALF OF CENTRAL AMERICA IN SBUPPORT
OF "“H.R, 853", THR CARIBBEAN BASIN TRADE SECURITY ACT OF 1995",
OUR COUNTRIES WELCONE THE INTRODUCTION OF THIS LEGISLATION AS )T
ADDRESSES THE KEY 168U OF CBI COMPETITIVENESS IN LIGHT OF
ADDITIONAL BENEFITS OBTAINED BY MEXICO UNDER NAFTA, A8 V¥WELL AS
SETTING THE PARAMETERS FOR OUR REGION’S PARTICIPATION IN A BROAD
FREE TRADE AREA, AFTER DISCUSSING THIS MATTER TR DETAIL, THE
CENTRAL AMERICAN MINISTERS OF PCONOMY REACHED A CONSENSUS LAST
FRIDAY THAT WE MUST ACT TOGETHER TO PROMOTE THIS INITIATIVE) AS
SUCH, I'M HONORED TO MAVE THE REGION’S REPRESENTATION MESTOWED ON
ME TO PRESENT A COMMON POINT OF VIEW AT THIS HEARING.

AFTER DECADES OF POLITICAL STRIFE, CENTRAL AMERICA 15 EMERGING
UNDER PEMOCRATICALLY-ELECTED GOVERNMENTS TO FACE THE CHALLENGE OF
ACHIEVING SELF-SUSTAINED GROWTH, THERRBY PROMOTING THE PROSPERITY
THAT OUR PEOPLE YEARN FOR AND CREATING THE CONDITIONS CONDUCIVE TO
IMPROVING THEIR BTANDARD OF LIVING. THE STRENGHTHENING OF
DEMOCRATIC INSTITUTIONS AND THE IMPLEMENTATION OF PARTICIPATORY
MECHANISMS THAT ALLOW FOR ALL SECTORS OF BOCIETY TO HAVE A VvOIcE
HAVE ADVANCED SIGNIFICANTLY, LAYING THE GROUNDWORR TO CONTINUE OUR
QUEST UNDER THE FIRM CONVICTION THAT BY WORKING TOGETHER WE CAN
BEST ACHIEVE THE OOALS WE COMMONLY SHARE., WE FIRMLY BELIEVE THAT
OUR BUCCESS DEPENDS ON.TAPPING OUR RESOURCES AND TAKING ADVANTACE
OF OUR STRENGHTS, IN ADDITION TO CREATING AN INFRASTRUCTURE THAT
REBPONDS TO THE CHALLENGES BEFORE US AND ALLOWS OUR NATIONS TO
PARTICIPATE IN THE GLOBAL LIBERALIZATION PROCESS.

CENTRAL AMERICA, WHILE VERY QUIET AT PRESENT, 18 A PART OF THE
WORLD WHICH HAS® OCCUPIED THE TIME OF THE U.S. LEGISLATIVE AND
EXECUTIVE BRANCHES OFTEN IN THE PAST. WE BELIEVE THMAT ONE OF THE
BENEFITS OF THIS LEGISLATION IS THAT IT BHOULD HELP KEEP YOU FROM
HAVING TO WORRY MUCH ABOUT US 1IN THE FUTURE. FOR EXAMPLE, U.B5,
ASSISTANCE -TO OUR COUNTRIES, WHICH TOTALLED NEARLY ONE BILLION A
YEAR IN THE 1980’8, WILL. BE LRSS THAN $200 MILLION THIS YEAR AND

MUCH LESS IN FUTURR YEARS. WE ARE VERY PLEASED THAT TRADE 1S
REPLACING AID. :

¢

WHILE WE ARE BMALL COUNTRIES AND LOOK VERY BIMILAR ON THE MAP, WE
RANGE FROM THE RELATIVELY LOW-LAND AND TROPICAL NICARAGUA TO MY
COUNTRY IN WHICH OVER MALF OUR POPULATION LIVES IN HIGHLANDS OF
OVER 8,000 FEEY WHERE THEY ENJOY BPRINGLIKE WEATHER ALL YEAR ROUND,
HONDURAS, COSBTA RICA AND BL SALVADOR FALL SOMEWHERE BETWEEN THESE
TWO EXTREMEZ, RACIALLY, WE RANGE FROM THE LARGELY EUROPEAN ORIGIN
COSTA RICAKS TO MY COUNTRY IN WHICH INDIANS COMPRISE ABOUT HALF OUR

POPULATION. ALL, OF OUR COUNTRIES MNAVE SMALL POPULATTONA OF BLACKS
ON THEIR CARIBBEAN COAATS.

THE MAYAN AND SPANIAH EMPIRES OF THE PAST HAVE LEFT THEIR IMPACT ON
THE PEOPLE OF OUR COUNTRIES, BUT CURRENTLY THE MOBT IMPORTANT
INFLUENCES ON US COME FROM THE U.8. OUR CULTURES ARE MUCH CLOSER
TO THAT OF THE U.§. THAN ARE THOSE OF ALMOST ALL ASIAN, AFRICAN AND
RUBN EUROPEAN COUNTRIES., WS JOG, ARR GIVING UP S8MOKING AND WATCH
UP TO 50 CHANNELS OF U.S. TELEVISION.

POLITICALLY, COSTA RICAS MNAS A LONG HIBIORY OF DEMOCRATIC
GOVERNMENT, WHILE THE REST OF US HAVE BEEN GETTING PRETTY GOOD AT
DEMOCRACY OVER THE PAST DECADE OR 80. ALL OF OUR COUNTRIES HAVE
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GUCCESSPULLY COMPLETED TMAT MOST DIFFICULT DEMOCRATIC PROCESSES?
I.E. THE TRANSFER OF POWER TO AN OPPOSITION PARTY BY ELECTIONS,

MEXICO AND OTHRR DEMOCRACIES HAVE YET TO ACHIRVE THIS GORT OF
TRANSFER.

ECONOMICALLY, WE USED TO RELY ON OUR NATURAL RESOURCES AND SHORT-
SIGHTED, INWARD-LOOKING IMPORT SUSTITUTION . POLICIES. THESE
POLICIES BROUGHT GOOD LIVES FOR A VERY SMALL PERCENTAGE OF OUR
CITIZENS. IN RECENT YEARS, HELPED BY THE CBI PROGRAM (WHICH
INITIATED IN THIS COMMITTEE), WEB HAVE DECIDED THAT THE ONLY WAY TO
BRINO BRETTER LIVES FOR ALL OF OUR CITIZENS I8 TO INCORPORATE OUR
COUNTRIES MORE FULLY INTO THE GLOBAL ECONOMY.

THIS LRCISLATION I AM TESTIFYING ON BEHALF OF TODAY WILL HELP OUR
COUNTRIES BRING BETTER LIVES FOR ALL OUR CITIZENS. IT WILL AlSO
CONTRIBUTE BOMEWHAT TO BETTER LINES FOR U.8. CITIZENS. CENTRAL
AMERICA HAS A LONGSTANDING TRADITION OF TRADE, DATING BACK
THOUSANDS OF YEARS TO THR MAYAN CULTURE THAT EXCELLED IN COMMERCE;
WHEN THE SPANISH CAME TO OUR REGION, THEY FOUND A NATION OF
MERCHANTS® THAT SPECIALIZED IN THE EXCHANGE OF GOODS8 AND SEBRVICES,
UNLIKE OTHER PLACES LIKE PERU AND MEXICO WHERE GOLD AND BILVER
COSNTITUTED THE MAIN ATTRACTION., BINCE 1962, WHEN THE CENTRAL
AMERICAN COMMON MARKET WAS FOUNDED, OUR REGION HAS SOUGHT TO FOSTER
FREE TRADE BY FACILITATING THE MOVEMENT OF PRODUCTS BETWEEN OUR
BORDERS. EMPHASIS HAS BEEN PLACED ON THE ELIMINATION OF TARIFF AND
NON-TARIFF BARRIBRS THAT IMPEDE AND DISTORT COMMERCE, INTRODUCING
LEGISLATIVE AND ADMINISTRATIVE REFORMS THAT FACILITATE THE FREER
FLOW OF GOODS AND SERVICES, IN ADDITION, WE HAVE BOUGHT ToO
HARMONIZE OUR LEGAL FRAMEWORKS AND UNIFY PROCEDURES THAT MAKE It
EASIER FOR PEOPLE TO CARRY OUT THRIR ACTIVITIES WIHOUT HAVING TO
FACE A MYRIAD OF FORMS AND OTHER REQUIREMENTS. THE DECISION-MAKRING
PROCESS 18 MORE AGILE WITH THR CONSTANT CONTACTS AND EXCHANGE OF
VIEWPOINTS 1IN  PERIODIC PRESIDENTIAL SUMMITS, WHICH ARE THEN
FOLLOWED-UP BY THE MEETINGS OF OUR COUNTRIES’ ECONOMIC CABINETS AND
OTHER REGIONAL FORA DRSIGNED TO STREGHTEN CONSENSUS AND REACH
COMMON POSITIONA VIB-A-VIS THE MANY 188UES BEFORE US, OUR
GOVERNMENTS ARE COMMITTED TO THE CONSOLIDATION OF CENTRAL AMERICA
A8 A UNITY, RECOGNITING OUR DIFFERENCES WHILR AT THE SAME TIME
HIGHLIGHTING OUR BIMILARITIES. THE TASK I8 NOT AN EASY ORE, BUT WP
ARE AWARE THAT WB MUST CONBTRUCTIVELY TACKLE OUR PRIORITIES WITH
THE VIEW OF MOVING FORWARD, WITHOUT LETTING ANY OBSTACLES DIMINISH
OUR MOMENTUM AND SEEKING VIABLE SOLUTIONS THAT BATISFY THE CONCERNS
OF ALL PARTIES INVOLVED. TRUST AND RESPECT ARE TWO KEY ELEMENTS IN
THIS EQUATION, BINCE THEY REPRESENT THE FOUNDATION FOR PRODUCTIVE
RELATIONS AND CREATE THE POSITIVE CLIMATE NECEBSARY TO MAKE
PROGRESS. WITH THESR PRINCIPLES IN HAND, OUR REGION SEEKS TO FOYTER
INCREASED LINKS WITH OTHER NATIONS AND REGIONS, FORGING A
PARTNERSHIP THAT LEADS TO GROWTH AND PROSPERITY,

FOCUSING ON TRADE, CENTRAL AMERICA HAS HAD A COMMON TARIFF SYETEM
FOR THE PAST DECADES; IN 1993, WE IMPLEMENTED CHANGES TO CONFORM T0
INTERNATIONALLY RECOGNIZED STANDARDS BY ADOPTING THE "HARMOMIZ2ED
*TARIFF SCHEDULE™ (HTS) BYSTEM. 1IN ADDITION, WE ARE IN THE PROCESS
OF COMPLETING COMMON FRAMEWORKS IN AREAS S8UCH AS "RULES OF ORIGIN",
YDUMPING", "TECHNICAL BTANDARDS", "DISPUTE~BETTLEMENT PROCEDUREBV
AND "PFITQFOOBANITARY RRGULATIONB™, WHITH THE IDEA OF HAVING A
BINGLE MECHANISM IN PLACE FOR THE ERTIRE ISTHMU'S IN THE NEAR FUTURE
THAT PROVIDES THE UNIFORMITY AND COWSISTENCY HECEBSARY TO GROW A
A UNITY, THE CONTENT IN THE MAJORITY OF THESE AREAS 18 BASED ON
THE TREATMENT BOTABLISHED BY THE "“NORTH-AMERICAN FREE TRADE
AGREEMENT® (NAFTA), WHICH HAS SET THE GUIDELINES FOR THE SUBSTANCE
AND FORM IN THESR PIRLDS, AS WELL A5 CONSISTENT WITH THER APPLICABLE
PROVISIONS OF THE "WORLD TRADE ORGANIZATION™ (WTO). INTERNALLY,
THE NATIONS OF CENTRAL AMERICA HAVE TAKEN SIGNIFICANT #TEPS8 TO
LIBERALIZRE THEIR TRADE AND INVESTHMENT REGIMES BY BIMPLIFYING
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PROCEDURES AND REMOVING IMPEDIMENTS THAT ONLY CURTAILED COMMERCE
WITHOUT ANY TANGIBLE BENEFIT FOR THE LONG TERM. THEBE MEASURES
HAVE BENEFITTED BOTH LOCAL RNTREFRENEURS AS WELL A8 FORBIGN
BUBINESSES THAT NOW FIND IT EASIER TO OPERATE IN OUR REGION AS A
RESULT OF THE ACTIONS TAKEN AND THE PROGRESSIVE RLIMINATION OF
UNFAIR AND DISCRIMINATORY PRACTICES.

WITH THRE "WORLD TRADE ORGANISATION®™ (WTO) COMING TO LIFR IN 1998

AFTER THE SUCCESSFUL CONCLUSION OF THE “GOATT~URUGUAY ROUND",

CENTRAL AMERICA WILL SEEK TO PLAY AN ACTIVE ROLE IN TRADE
LIBERALIZATION PROMOTING FAIRNESS AND TRANSPARENCY WITHING THIS
CONTEXT. WE STRONGLY FEEL THAT A UNIFORM SET OF RULES 18 VITAL FOR
THE FREE FLOW OF COODS AND BERVICES, IN WHICH COUNTRIES CAN TAP

THEIR COMPETITIVE ADVANTAGES AND INCREASE THEIR EXPORTS 1IN CONSUMER
MARKETS WORLDWIDE. WE ARE PLEASED THAT THR DIFFERENCES IN THE

ECONOMIES OF NATIONS AROUND THE GLOBE ARE ADEQUATELY RECOGNIZED IN

THE WTO, ALLOWING FOR TREATMENT CONGRUENT WITH A GIVEN COUNTRY’S

LEVEL OF DEVELOPMENT, AND FEEL THAT WE CAN BTILL MAKE GREATER
PROGRESS. 1IN ORDER TO EFFECTIVELY PROMOTE GROMTH, ONE MUST TAKE
INTO ACCOUNT THE SIZE AND SCOPE OF THE ECONOMIES AROUND THE GLOBE
TO GENUINELY REFLECT THE NATURE OF THE TRADING RELATIONSHIPB THAT

EXIST) OTHMERWISE, ONE RUNS THE RISK OF CREATING EXPECTATIONS THAT

FALL SHORT OF RESULTS AND UNDBRMIRE THE PROCESS OF TRADE
LIBERALIZATION AND THE GOAL OF ECONOMIC WELL-BEING. CONFIDENT THAT
THE WTO ENCOMPASSES THE VARIOUS8 TRADE DISCIPLINES IN A

STRAICHTFORWARD MANNER, WE ARE WORKINC TO BPEEDILY COMPLETE OUR
FULL ACCESION AND PARTICIPATE IN DELIBERATIONS OF INTERRST TO OUR
ECONOMIES, CONSTRUCTIVELY ENGAGING WITH OUR TRADING PARTNERS TO
FORGE A CONSENSUS THAT SOLIDIFIES 1IT$S PRACTICAL VIABILITY. WE FEEL
THAT THE SACRIFICES WE HAVE TO MAKE IN ORDER TO CONFORM TO THE NEVW
WORLD TRADE ORDER ARE WORTH THE RENEFITS WE WILL OBTAIN FROM AN
OPEN ECONOMIC SYSTEM THAT REWARDS QUALITY IN BOTH GOODS8 AND
SERVICES. GREATER EFFORTS SHOULD BE MADE TO ENSURE THAT MARKET
ACCESS FOR DEVELOPING COUNTRIES’ PRODUCTS I8 AS FREE AS POSSIBLE,

UTILISING THE WTO MECHANISMS TO GUARANTEE THEIR UNIMPEDED ENTRY
INTO CONSUMER NATIONS AND AVOIDING THE USE OF RESTRICTIVE ACTIONS
THAT RUN COUNTER TO THE GOALS AGREED TO UNDER THIS8 BODY.

THE UNITED STATES HAS TRADITIONALLY BEEN CENTRAL AMERICA’S MAINM
TRADING PARTNER, WITH CONSIDERABLE FLOWS OF GOODS AND BERVICES FOR
THE PAST DECADES; AS SUCH, WR FEEL A SPECIAL LINK TO THE UNITED
BTATES WHICH WE HOPE TO FURTHER STRENGHTHEN BY WORKING TOGETHER IM
A SPIRIT OF TRUE PARTNERSHIP,

IN 1984, THE "CARIBBEAN BASIN INITIATIVE" (CBI) TOOK EFFECT GIVING
THE MAJORITY OF PRODUCTS IN OUR REGION PREFERENTIAL ACCESS TO THE
U.8. MARKET WITH THE GOAL OF PROMOTING ECONOMIC PROBPERITY THROUGH
EXPORT-LEAD GROWTH. AFTER .10 YEARS, THE RESULTS BPEAR FOR
THEMSBELVES: TRADE BETWEEN US HAB GROWN SUBSTANTIALLY WITH TANGIBLE
BENEFITS FOR ALL PARTIES INVOLVED. IN: 1983, CENTRAL AMERICAN
EXPORTS TO THE UNITED BTATES TOTALLED $2 BILLION AND IMPORTS FROM
THE UNITED STATES RQUALED $2.3 BILLION DOLLARS. 1IN 1993, WE 8PF
-THAT OUR EXPORTS TO THE U.8. REACHED §4.8% BILLION, AND IMPORTS Of
U.8. PRODUCTS TO OUR REGION CLIMBED TO ¢6.1 BILLION.. THESE FIGURES
UNDERSBCORE A FACT THAT 18 OFTEN OVERLOOKED: FOR EVERY DOLLAR
CENTRAL AMERICA EARNS THROUGHR EXPORTB TO THE ENTIRE WORLD
APPROXIMATELY 70-7% CERTS GO TO PURCHASING U.S. PRODUCTS. THIS IS
TRULY A "WIN-WIN® SITUATION THAT OPPONENTS OF FREE TRADE LOOK TO
DOWNPLAY OR IGNORE, NARROWLY FOCUSING ON THE INILATERAL EXTENSION
OF TRADE ACCESE WITHOUT TAKING NOYE OF TWe FAVORABLE RESULTS
PRODUCED. THE CBI HAS ALSO CONTRINUTED TO THE GENERATION OF
EMPLOYMENT, WITH MORE THAN HALF A NILLION JOBS CREATED IN CENTRAL
AMERICA SINCE THE PROGRAM TOOK EFECT. IN THE UNITED SBTATES, THE
INCREASE IN TRADE WITH CENTRAL AMERICA HAS ATSO CREATED EMPLOYMENT)
TOR EXAMPLE, ‘THE MANY PORTS IN THE UNITED STATES THROUGH WHICH QUR
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PRODUCTE ENTER, HAVE REAPED SUBSTANTIAL BENEFITS pug TO THE
INCREASE 1IN TRADE, PROVIDING GOOD-PAYING JOBS AND COUNTLESS
OPPORTUNITIES POR THE BERVICE INDUSBTRY. .

YOR OUR REGION, THR CBI HAS ALBO PROMPTED A DIVERSIFICATION OF OUR
ECONCMIES WHOSR BENEFITS WILL REACH INTO THE FUTURE} 1IN THE PAST,
WE HAD DEPENDED OR A BMALL NUMBER OF TRADITIONAL PRODUCTS, SUCH A8
COFFEE, SUGAR, BEEF AND COTTON, WHICH HINGED ON INTERNATIONAL WORLD
MARKETS THAT ARE UNPREDICTABLE. WITH THE CBI, OUR PRODUCTION FOR
EXPORT HAS SPAWNED A WIDE VARIETY OF NEW BECTORS WHICH CONTRIDBUTE
TO OUR. ECONOMIES AND MITIGATE THE IMPACT OF ADVERSE PRICES IN OUR
TRADITIONAL COMMODITIES., MANY OF OUR COUNTRIES HAVE BECOME
IMPORTANT BUPPLIERS OF FRUITS & VEGETABLES, ORNAMENTAL PLANTS AND
OTHER PRODUCTS, TAKING ADVANTAGE OF OUR ABUNDANT NATURAL RESOURCES
AND FAVORABLE CLIMATE, IN THE INDUSTRIAL AREA, THE GROWTH IN THE
TEXTILE & APPAREL INDUSTRY, AS WELL A9 IN OTHER MANUFACTURED GOODS
MADE FROM WOOD AND CERAMIC, MAVE GENERATED CONSIDERABLE BMPLOYMENT
AND TANGIBLE BENEFITS THROUGHOUT OUR NATIONS. THE BROADENING OF
OUR PRODUCTIVE CAPACITY UNDOUBTEDLY MAKES OUR ECONOMIES LESS
DEFENDENT ON VOLATILE MARKETS FOR TRADITIONAL PRODUCTS, IN ADDTION
TO PROVIDING A WINDOW OF OPPORTUNITY FOR MANY SMALL AND MEDIUM
ENTREPRENEURS MANY OF WHICH WERE DEDICATED TO SUBSIBTANCE
AGRICULTURE PLANTING CORN AND BEANS, THE BOOM OF INDIGENQUS
COOPERATIVES. THAT PULL TOGETHER TO BETTER EXPORT THEIR PRODUCE HAS
CONTRIBUTED TO IMPROVE THE STANDARD OF LIVING IN MANY AREAS WHERE
HOPE WAS DIN WITH BETTER SALMRIES THAN THOSE SECTORS PRODUCING
COMMODITIES BUBJECT TO INTERNATIONAL PRICE FLUCTUATIONS, WITH THE
CBI MADE PERMANENT IN 1990, THE ASSURANCE OF MARKET ACCESS HAS
GENERATED CONFIDENCE 'AND MADE IT POSSIBLE FOR US TO CONTINUE
FOSTERING EXPORTS THROUGH PROGRAMS DEBIGNED TO ASSIST THEIR QUALITY
AND THE SERVICES NECEGSARY FOR THEM TO REACH CONBUMERS IN THE
UNITED S8TATES., YOU WILL NOTICE THAT MANY OF THE FRESBH PRODUCE YoUu
ENJOY DURING THE WINTER MONTHS COMES FROM CENTRAL AMERICA; FOR US
IT'S A GREAT SOURCE OF PRIDE TO SEE DEMANDING CONSUMERS EAVORING
OUR MELONS, BROCCOLYI AND CAULIFLOWER IN A SEASON WHERE FRESHNESS
HAS A NEW MEANING,

HOWEVER, WITH THE "NORTH~AMERICAN FREE TRADR AGREEMENT" (NAFTA)
THAT TOOK EFFECT IN 1994, OUR COMPETITIVENESS iIN MANY VITAL AREAS
HAS BEEN ERODED DUE TO THE ADDITIONAL BENEFITS8 OBTAINED BY MEXICO
JN THE NEGOTIATIONS. MANY SECTORS THAT HAD EXPERIENCED SOLID
GROWTH ARE NOW IN A POSITION OF DISADVANTAGE A8 A RESULT OF THE
GREATER MARKET ACCESS ENJOYED BY MEXICO, WITH REPERCUSBIONS }OT

ONLY FOR OUR ECONOMIES BUT SERIOUS CONSEQUENCES POR THRE UMITED
STATES AS WELL.

PERHAPS THE BECTOR THAT HAS BUFFERED THE GREATEST IMPACT 18 THE
TEXTILES & APPAREL INDUSTRY, WHICH DESPITE NOT BEING SPECIFICALLY
COVERED DUTY~WISE BY THE CBI HAS TAXKEN ADVANTAGE OF IT8 CAPACLTY
AND PROGRAMS SUCH AS THE "GUARANTEED-ACCESS LEVELS"™ (CALs). THIS
PROGRAM, WHICH FAVORS THE USE OF U.8., FABRIC IN THE MANUFACTURE OF
APPAREL BY CGRANTING VIRTUALLY QUOTA-FREE ACCESS, HAS ALSO
REPRESENTED A BOOM FOR THE U.8. TEXTIUR INDUSTRY, WHICH LAST YEAR
EXPORTED CLOSE TO €500 MILLION IN RAW MATERIALS TO CENTRAL AMERICA.
LOOKINRG BACR, IN 1592 'APPAREL IMPORTS FROM THE CBI REGION GREW BY
28.2%, COMPARED TO MEXICO’S 26.3%; IN 1993, CBI APPAREL EXFPORTA TO
THE UNITED BTATES GREW BY 31,6% AND MEXICO’S BY 19.4%. IN THE 1994
WITH NAFPTA IN PLACE, CBI APPAREL EXPORTS GREW BY A MEAGER 9,9%,
COMPARED TO A HUGE INCREASE OF MEXICAN APPAREL EXPORTS8 TO THE
UNITED STATES THAT CLIMBED TO 39.2%. THI8 HAS PROMPTED A HALT TO
NEW INVESTMENT IN THIS SECTOR AND THE'CLOSING OF OVER 100 PLANTS 1IN
OUR REGION DURING 1994 ALONEIl IN AN INDUBTRY THAT GENERATES
SIGNIFICANT EMPLOYMENT, THR IMPACT HAB BEEN TREMENDOUS WITH OVER
18,000 WORKERS LOBSING THEIR JOBPS AS RESULT, A LOB8 THAT OUR
ECONOMIES CAN SCARCELY ABSORB AND WHOSE SOCIAL CONSEQUENCES
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PRESSURE OUR DEMOCRACIES AND OUR CHANCES FOR PROSPERITY. THE U.S.
TEXTILE INDUSTRY HAB ALSO FACED DECLINING ORDERS FROM CENTRAL
AMERICA, WHICH WILL CONTINUE TO DIMINISH AS PRODUCTION FACILITIES
CONTINUE TO CLOSE. .

WE ARE ALSO EXPERIENCING THE YMPACT OF MEXICO’S ADDITIONAL BENEF1TS
UNDER NAFTA IN OTHER AREAS, WHERE THE TREATMENT GRANTED BY THE CBl
HAS BEEN RENDERED INEFFECTIVE. MANY AGRICULTURAL PRODUCTS, SUCH AS
VEGETABLES, FUITS8, CUT FLOWERS AND OTHER ARB LOBING THEIR MARKET
SHARE AS A RESULT OF MEXICO UNDER NAFTA. HERE, ONE MUST ALSO POINT
OUT THAT, ALTHOUGH TARIFFS8 ARE IMPORTANT IN DETERMINING MARKET
ACCEESS, NON-TARIFF REGULATIONS CAN ALSO BE A FACTOR IN LIMITING
ENTRY TO CONSUMER MARKETS. MANY EXPORTERS IN CENTRAL AMERICA ARE
CURRENTLY SURPRISED THAT MEXICAN EXPORTS SEEM TO HAVE NO PROBLEM
WITH CUSTOMS PROCEDURES, FITOSBANITARY REGULATIONS AND QUALITY
STANDARDS, WHEREAS OUR REGION’S8 PRODUCTS OFTEN FACE A NEVER-ENDING
MAZE OF REQUIREMENTS AND INBPECTIONS. THIS I8 ONE OF THE MAIN
REASONS CENTRAL AMERICA WIBHES TO ADVANCE 1IN NEGOTIATING ITS
PARTICIPATION IN NAFPTA, WHICH COULD COMMENCE 8Y SECTORIAL
NEQOTIATIONS TO ADDRESS THESE AREAS AND ESTABLISH CLEAR,
TRANSPARENT AND NON-DISCRIMINATORY GUIDELINES THAT ENCOQURAGE AND
FACILITATE TRADE. WE ARE PREPARED TO DO OUR PART AND ELIMINATE THE
FEW MINUGCULE REMAINING OBSTACLES TO THE FRER ACCESS FOR U.8, GOODS

AND BERVICES, CONSCIOUS THAT WE NRED TO ADVANCE ON A RECIPROCAL
BASIS IN THESE FIELDS.

IN THE AREN OF INVESTMENT, NAFTA HAS PROMPTED A SHIFT IN THE
ATTENTION OF INVEATORS DETRIMENTAL TO OUR REGION, WHICH HAS TAKEN
CONCRETE STEPS8 TO FACILITE FORZIGN INVESTMENT. OUR COMMERCIAL
OFFICES IN THE UNITED STATES CONSTANTLY REPORT DRASTIC DROP® 1IN
INVESTOR INTEREST TO EXPLORE CENTRAL AMERICA AS AN OPTION, THIS
POSEB A SERIOUS QUANDRY FOR COUNTRIES GIVEN THE TIME AND EFFORT
DEDICATED TO INVESTMENT PROMOTION, CONTRASTED WITH THE DAUNTING
CHALLENGES WE FACE 1IN AREAS BSUCH AS HEALTH, BEDUCATION AND
ENVIRONMENT WHICH DEMAND FOR CONSBISTENT REBOURCE ALLOCATIONS.
PROPLE OFTEN QUESTION MEASURES ORIENTED TO ATTRACT INVESTMENT WHEN
NO RESULTS8 ARE DERIVED, AND THE CURRENT BITUATION MAXRES . IT
EXTREMELY DIFFICULT TO JUSTIPY ACTIONS. ANOTHER IMPORTANT THING TO
KEEP IN MIND 18 THAT, WITH INVESTMENT, COMES THE TRANSFER OF
TECHNOLOGY ESSENTIAL FOR OUR REGION TO IMPROVE ITS RESQURCE
UTILIZATION AND KEEP UP WITH THE LATEST INNOVATIONS. 1IN SECTORS
LIKE AGRIBUBINESS, OUR COUNTRIES HAVE THE POTENTIAL TO TAKE THEIR
FRESH PRODUCE ONE STEP FURTHER AND INCREASE THRIR EXPORTS OF
PROCESSED FOODS TO MARKETS THAT BHOW AN ATTRACTIVE DEMAND. BUT FOR
THIAB, WE NEED TO MAVE ACCESS TQ EQUIPMENT AND KNOW-HOW THAT COULD
ENABLE UB TO ADVANCE IN THIS8 DIVERSIFICATION OF OUR EXPORT SUPPLY
AND TAKE ADVANTAGE OF MARKETS LIKE THE UNITED STATES AND EUROPE,

ONE CANNOT DERY THAT THE IMPACT OF NAFTA WILL CONTINUE TQ BE FELT
THROUGHOUT THE CARIBBEAN BASIN, PERHAPS EVEN AFFECTING AREAS WHICH
WE HAVE YET TO PINPOINT) OUR REGION IB CONCERNED THAT THE MOMENTUM
FOR FROGRESS THROUGH INCREASED TRADR WILL BUFFER A SERIOUS SETBACK
‘THAT ENDANOERS MANY OF THE ACCOMPLISHMENTS WE’'VE FOUGHT 80 HARD
FOR, FOR THIO REASON, WE WERR PLEABSED TO ESTABLISH A CONRTRUCTIVE
DIALOGUE WITH THE GOVERNMENT OF THE UNITED OTATES DURING 1994,
WORKING TOGETHER TO FIND ALTERNATIVES ARD VIABLE OPTIONS  THAT
MAINTAIN TRE COMPETITIVENESS OF THE CBI WHILE EXPLORING MECHANISMS
FOR AN EVENTUAL FREE-TRADE NEGOTIATION. DESPITE THE UNFORTUNATE
DEMI3E OF THE "INTERIM TRADE PROGRAM" (1TP) LAST YEAR, WE WERE
HAPPY TO LEARN FROM VICEPRESIDENT GORE AT THE MANAGUA SUMMIT THAT
THE U.8. REMAINED COMMITTED TO PROMOTING THIS 188UE AT THME EARLIEST
POSBIBLE DATE, PREGIDENT CLINTON EMPHASIZ2ED HIS ADMINISTPATION’S
CONVICTION TO FPUSH FOR CBI PARITY AT THE "SUMMIT OF THE AMFRICAS"
IN MIAMI AND PROMISED TO TAKR ACTION IN BARLY 1995, WORKING
TOGETHER WITH THE U.8. CONGRESS TO ENSUREASWIFT PASSAGE OF THE
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LEGIBLATION.

NOW WE HAVE THE OPPORTUNITY TO ACCOMPLISH THI8 GOAL AND JOIN
EFFORTS 1IN MAKING OUR IDEA8 A REALITY, RE-ENFORCING THE TRADE
PRINCIPLES THAT BOUND TOGETHER OUR HEMISPHERE AT THE MIAMI BUMMIT,

FOR THIS VERY REASON, CENTRAL AMERICA FULLY BUPFORTE “"H.R. 883",
THE "CARIBBEAN BASIN TRADE BECURITY ACT", AS INTRODUCED IN THE
TRADE SUBCOMMITTER OF THE HOUSE WAYS8 & MEANS COMMITTEE BY CHAIRMAN
CRANE AND CONGRESSMEN GIBBONS, RANGEL AND SHAW. WE BELIEVE THAT
THIS LEGISLATION ENJOYS WIDESPREAD BIPARTISAN BUPPORT IN THE U.S,
CONGRESS, AND TRUST THAT THE CLINTON ADMINISTRATION WILL GIVE IT
FAVORABLE CONSIDERATION IN ACCORDANCE WITH THE COMMITMENT MADE AND
CORSISTENT WITH A SPIRIT OF TRUE PARTNERSHIP. WE MUST ACT NOW AND
MOVE AHEAD WITR THIS BILL WHICH CARRIES TANGIBLE BENEF1TE FOR ALL
PARTIES INVOLVED, A8 LETTING TIME PASS WILL ONLY HAMPER THE
OBJECTIVES WE COMMONLY SHARE. SERIOUS ATTENTION SHOULD BE GIVEN TO
THE POSITIVE EFFECT THAT THIS BILL WILL HAVE AND THE INCREABE IN
TRADE IT WILL BRING ABOUT, WHICH WILL ABUNDANTLY COMPENSATE ANY
SHORT-TERM IMPACT IT COULD CAUSE. PROMPT IMPLEMENTATION OF THIE
LEGISLATION I9 A MUBT, REQUIRING A SERIOUS AND DILLIGENT EFFORT OF
ALL, WHO GENUINELY BELIEVR IN SUPPORTING TRADE GROWTH.

THE "CARIBBEAN BASIN TRADE SECUTIRY ACT" COMPREHENSIVELY ADDRRSSES
THE TWO MAIN ISSVUES CURRENTLY RELEVANT TO' TRADE BETWEEN THE UNITED
ETATES AND THR CARIYBBEAN PASIN: 1) MITIGATE THE IMPACT OF MAFTA BY
OFFERING EQUIVALENT BENEFITS TO CBI BENEFICIARIES, THEREBY
MAINTAINING THEIR COMPETITIVENESS 1IN KBEY BSECTORS, AND, 2)
ESTABLISHING THE GQUIDELINES FOR THE REGION’S NEGOTIATION PROCESS
THAT LRADS TO IT@ PARTICIPATION XN NAFTA.

THE® FINDINGS IN THE BILL REFLECT MANY OF THE COMMENTS MADE BEFORE
AND REPRESENT THE DRIVING MOTIVE FOR THE LEGISLATION, DEMOSTRATING
_ THAT WE BERE THINGS UNDER THE SAME PERSPECTIVE.

SECTION 101 DEALS WITH THE FIRST OF THE TWO ISSUES MENTIONED ABOVE
BY PROVIDING BQUAL TREATMENT WITH NAFTA FOR THOSE PRODUCTS THAT ARE
EXCLUDED FROM THE ¢€BI PROGRAM DURING A TRANSITIONARY PERIOD OF
TIME. OUR REGION STRONGLY BELIRVES THAT THIS WILL RESTORE THR
COMPETITIVENESS OF KEY SECTORS IN OUR ECONOMIES AND BRING A HALT TO
THE ADVERSE BFFECT PREVIOUSBLY EXAMINED IN MY TESTIMONY. FOR
EXAMPLE, OUR TEXTILE & APPAREL INDUSTRY WOULD BE GIVEN THE CHANCE
TO COMPETE UNDRR JUST TERM8 BY ALLOWING THESE ITEMS TO HAVE
FAUIVALENT TREATMENT WITH NAFTA AND ACCBSS TO THE U,S, MARKET,
CONTINUING TO PROVIDE EMPLOYMENT AND FORBIGH EXCHANGE EARNINGS THAT
ARE CRUCIAL TO OUR NATIONS, AS STATED BEFORE, 1TS BEEN THE HARDEST
HIT BY NAFTA. WE ARR PREPARED T0 MEET THE APPLICABLE REQUIREMENTS
AND COMPLY WITH THE NAFTA RULES OP ORIGIN, AND ALSO WEPLCOME THE
ESTASLISHMENT OF "TARIFF-PREFERENCE LEVELS® IN THOSE CASES WHERE
TMEY BERVE A PURPQSE AS IDENTIFIED BY THE LANGUAGE OF THE BILL.
IMPLEMENTATION OF THIS PROVISTON WOULD ALSO BENEFIT THE U,S. FABRIC
INDUSTRY, WHICH COULD SEE INCREASES IN SALES TO THE REGION THAT
COULD SURPASS 830 MILLION 1IN THR FIRST YEAR ACCORDING 1T0O
PRELIMINARY ESTIMATRS, TAKING INTO CONBIDERATION THAT CENTRAL
AMERICA’S8 HIGH USE OF U.8. COMPONENTB COMPARED TO OTHER REGIONS IN
THE WORLD, LIKE ASIA,' THAT HAVE A LOWER PROPENSITY TO IMFORT U.S8.
GOODA. BEVERAL COUNTRIES IN OQUR REGION PRODUCR QUALITY FABRIC AND
WOULD ALSO STAND TO GAIN FROM THIS BILL, EXPANDING THEIR EXPORTS
AND CREATING THE PROSPERITY THAT COMES WITH IT. 1IN ADDITION, THE
RECOGNITION FOR FOLKLORIC ARTICLES IS OF PARTICULAR IMPORTANCE TO
NATIONS WHERR THE HANDICRAFTS INDUSTRY PROVIDES A LIVING FOR MANY
PEOPLE THAT RELY ON THEIR SRILLE AND UNIQUENESS OF THEIR
TRADITIONS. ITS8 IMPORTANT TO REALIZE THAT THEIR PRODUCTS WARRANT
BPECIAL TREATMENT AS THEY DON’T COMPETE OR AFFECT COMMOM APPAREL
MADE IN THE UNITED STATES AND POBE NO THREAYT OF MARKET DIBRUPTION.
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IN THE CASE OF FOOTWEAR, THE REGION HAS THE PRODUCTIVE CAPACITY 10
INCREASE ITS EXPORTS PROVIDED IT HAS THE ASSURANCE OF MARKET
ACCES8; IN TERMS OF U.8, IMPORTS, THE ENTIRE CBI WOULD PROBABLY
NEVER EXCEED 3% OF THE MARKET AND DOES NOT REPRESENT A CONCERN THAT
SHOULD ALARM ANYONE IN COMPARISON TO OTHER SUPPLIERS THAT HAVE
FLOODED THE U.8. MARKET WITHOUT GRANTING RECIPROCAL ACCEES. FOR
OTHER ITEMS, BUCH AS LEATHER ARTICLES, HANDBAGS, LUGGAGE AND FLAT
GO0ODS, NAFTA-LIKE TREATMENT WOULD BE AN INCENTIVE TO OUR
ENTREPRENEURS THAT WOULD UNDOUBTEDLY LEAD TO INCREASED PRODUCTION
FOR EXPORT. 1IN THIS REGARD, WHAT MIGHT BE VIEWED AS MINOR 1IN
DOLLAR TRADS VOLUME BY DEVELOPING MATIONS, REPRESENTS A BIG PLUS
FOR OUR ECONOMIES AND CONTRIBUTES TO GROWTH OF MANY SMALL AND
MEDIUM BUSBINESSES,

GIVEN THE IMPORTANCE OF SUGAR EXPORTS FOR CENTRAL AMERICA, 9ECTIONM
102 ENSURES THAT CLOSE ATTENTION WILL BE PLACED ON THE IMPACT OF
NAFTA ON THIS COMMODITY’8 TRADE; ACCESS TO THE 1.8, MARKET 18 OF
PARAMOUNT IMPORTANCE FOR US AND IT8 EROSION WOULD CARRY SERIOUS
CONSEQUENCES.

SECTIONS (201) AND (202) FOCUSBES OR THE SECOND MAIN ‘ISSUR OF
GETTING THE GROUNDWORK TO COMMENCE NEGOTIATIONS BETWEEN THE UNITED
- BTATES AND THE CARIDBEAN BASIN, CONDUCIVE TO ACCESION TO NAFTA, AS
EXPRESSED BEFORE, CENTRAL AMERICA IS IN THE BEST DISPOSITION TO
BEGIN THE DIALOGUE AND WILL CONTINUE TO PREPARE ITSELF TO MEET TH1S
CHALLENGE. 1IN TH1S BENBE, THE MEETING BETWEEN OUR TRADE MINISTERS
AND THE UNITED STATES TRADE REPRESENTATIVE 18 AN APPROPRIATE
MECHANISM TO CONDUCT CONSULTATIONS ON THE RELEVANT IBSUES AND DRAFT
A PLAN OF ACTION THAT RESPONDS TO THE REALISTIC POSS8IBILITIES oOF
MAKING TANGIBLE PROGRESS. WITHING THXS FRAMEWORK, OUR COUNTRIES
WISH TO EXPLORE ADVANCING WITH SECTORIAL REGOCIATIONS IN AREAS SUCH
AS INVESTMENT, CUSTOMS PROCEDURES, INTELLECTUAL PROPERTY RIGHTS,
AND FITOZOOBANITARY REGULATIONS, WHERE WE ARE READY TO MOVE AHEAD
THEREBY STRENGTHENING THE IMPETUS TO TACKLE MORE COMPLEX MATTERS.
WE BELIEVE THAT THIS TYPE OF AGREEMENTS, WITH PROVISIONS COMPARABLE
TO NAPTA, WOQULD PROMOTE INCREASED TRADE INMEDIATELY, A8 WELL A8
PAVING THE WAY FOR THE FUTURE BY REMOVING ANY DISTORTING ELEMENTS
THAT IMPEDE THE FREE FLOW OF GOODS AND SERVICES, THERE IS A LOT WE
CAN DO WHILE WE PUILD THE EDIFICE FOR A FULL~SCALE PACT AND ITS OUR
OBLICATION T0O ADVANCE WHEREVER POSSIBLE.

THE CRITERIA CONTAINED IN SECTION (202) ARE CONSISTENT WITH THE
FACTORS REQUIRED UNDER WTO POR ANY GIVEN PARTY’S MEMBERSHIP AND
PARTICIPATION, CENTRAL AMERICA MEET8 MANY OF THEM AND WILL DO
EVERYTHING POGSIBLE TO ATTAIN COMPLIANCE WITH THE OTHERS, A8 THEY
FORM PART OF THE ECONOMIC LIBERALIZATION WE BEEK TO FURTHER,

GENTLEMEN, THE "CARIBBEAN BASIN TRADE SECURITY ACT" CONSTITUTES A
UNIQUE OPPORTUNITY FOR US TO JOIN TOGETHER IN FOSTERING TRADE AND
CREATING JOBS. CENTRAL AMERICA S8Y\UNCHLY SUPPORTS THE BILL AND 1§
READY TO DO 1IT8 PART, UNDERTAKENG ANY ACTIONG CONDUCIVE TO ITS
PABSAGE BY THR U.S. CONGRESS, I THWANK YOU FOR GIVING ME THE CHANCE

"TO_SHARE OUR VIEWPOINTS WITH Yoy AdD TRUST THAT YOU WILL RACK TKis
INITIATIVE.
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Chairman CRANE. Thank you, Minister Castillo. Mr. Hylton, if
you can keep your remarks under 5 minutes, we have another vote
in progress, 1 would prefer to hear your testimony before we tempo-
rarily recess. But if you think you are going to be possibly pushing
it, we can reserve that until we come back from this vote.

er. HyLTON. Well, I will try, Representative Crane, to be very
close.

Chairman CRANE. All right, very good.

STATEMENT OF ANTHONY HYLTON, PARLIAMENTARY SEC-
RETARY, MINISTRY OF FOREIGN AFFAIRS, GOVERNMENT OF
JAMAICA

Mr. HYLTON. Mr. Chairman and members of this subcommittee,
thank you for providing me this opportunity to appear before you
on a matter of critical importance to Jamaica, to Caribbean coun-
tries, and to the entire Caribbean Basin. I will take this oppor-
tunity to publicly thank you and Representatives Rangel and Shaw
for introducing the Caribbean Base Trade Act within the first 100
days of this Congress.

May I ask that a full and lengthier submission be accepted for
the record before 1 summarize.

The Caribbean Basin is faced with two fundamental, yet conflict-
ing trade trends. On the one hand, NAFTA has emerged as an im-
mediate challenge to the viability of the U.S.-Caribbean trading re-
lationship. On the other hand, NAFTA represents the first step in
the establishment of a hemispheric free trade area, which we abso-
lutely support.

It 1s in this context that I appear before you with two simple ob-
jectives. First, I wish to explain why passage of the Caribbean
Basin Trade Security Act is urgently needed as a short-term rem-
edy to the trade and investment diversion caused by NAFTA. Sec-
ond, I will highlight how this measure will act as a transitional
mechanism to attain the long-term goal of hemispheric integration.

Throu%h its combination of trade, investment, and tax policies,
the CBI legislation has progressively established a framework that
has facilitated mutually beneficial U.S.-Caribbean economic links.
In turn, Jamaica and other Caribbean countries have launched
their own trade and investment economic reform programs. To-
gether, the United States and Caribbean countries have a trade
partnership worth over $20 billion a year, employing hundreds of
thousands of workers throughout the region and in the United
States itself. This strengthened trade and commercial links be-
tween the United States and the Caribbean to which CBI has made
a contribution and has also created a sound basis for cooperation
in other areas such as environmental protection, counternarcotics
activities, the promotion of democracy, and regional security meas-
ures.

Although the CBI program provides for duty-free treatment for
a vast number of products, it statutorily excludes a few items, such
as textile, appareﬁ footwear, tuna, and petroleum that are among
the Caribbean Basin’s most valuable exports. According to a recent
study by the Association of American Chambers of Commerce in
Latin America, at least 37 percent of Jamaica’s exports to the Unit-
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ed States are not covered by either the CBI or GSP. Moreover,
some of these products also face quotas in addition to these duties.

In the 12 months since NAFTA was implemented, we are begin-
ning to see signs that 12 years of the CBI could be undermined.
The American Apparel Manufacturers Association reports that the
growth rate of U.S. apparel imports from the CBI region dropped
by 60 percent from 1993 to 1994. During that same period, the
growth rate of apparel imports from Mexico nearly doubled.

As this trend continues, we could witness a broad diversion of
American demand for supplies in CBI countries for firms in Mexico,
thus reducing CBI exports and income. Already, a related industry,
shipping, has been adversely affected by these developments.

Another consequence of NAFTA’s implementation has been the
diversion of new investment. One of the primary indicators has
been the fact that in the last 2 years there has been a pause in
investment in the region as investors waited to evaluate the
NAFTA provisions.

It is in this context, therefore, that we see H.R. 553 as a timely
solution. If passed, H.R. 553, very simply, will restore equity be-
tween Mexico and the Caribbean Basin countries. It will provide
for nondiscriminatory access in the U.S. market for those products
on which NAFTA gives Mexico an advantage. H.R. 553 is also a
cost-effective way for the United States to conduct foreign trade
and economic policy in the region, especially in this era of budget
cutbacks.

The gains of trade liberalization and economic growth should
generate alternative sources of revenue for the U.S. Government to
offset any revenue losses.

H.R. 553 both explicitly and implicitly recognizes a greater goal
of bringing the Caribbean Basin countries into a free trade area.
In this regard, H.R. 553 furthers the agenda developed at the
Miami summit with one critical difference. While much of the at-
tention was focused on linking the large economies of South Amer-
ica with that of the NAFTA, H.R. 553 puts forth a tangible frame-
work to determine how the Caribbean economies will be joined in
this free trade arrangement as well.

Specifically, H.R. 553 provides for a 6-year period during which
full parity with Mexico will be provided for Caribbean countries.
Six years is both appropriate and realistic to provide Caribbean
Basin countries an opportunity to complete the trade liberalization
and economic reform steps necessary for full accession to a free
trade agreement with the United States.

Importantly, the bill also initiates dialog between the administra-
tion and the Caribbean Basin countries on ways to preserve and
strengthen this U.S.-Caribbean trading relationship. In addition,
the bill requires the administration to perform a series of studies
and reports on the U.S.-Caribbean trade relationship.

In a sense, H.R. 553 asks the administration to continually ask
the question: What will be the impact of the specific policy change
on the Caribbean? Such a question should have been asked as
NAFTA was considered. We believe this emphasis is appropriate,
partly because of the close trade relationship between the United
States and the Caribbean. In addition, H.R. 553 will ensure that



81

eventual free trade negotiation in the hemisphere fully includes
Caribbean Basin countries.

Jamaica is deeply committed to a multilateral trading system
which we believe is a stimulant to economic growth. Jamaica sub-
scribes to, and its policy has been fully consistent with, the prin-
ciples and disciplines of the GATT.

Chairman CRANE. Mr. Hylton, 1 apologize for this, but we are
down to under 5 minutes to make this vote. If you would tempo-
rarily sustain, but please stay here because there are a couple of
questions I have and I think Mr. Payne does too. We will be back
right after this vote. The subcommittee stands in temporary recess.

[Recess.]

Chairman CRANE. Again, we apologize for the interruption, and
if you will complete your statement, Mr. Hylton, we will get to
questions.

Mr. HYLTON. Thank you very much, Congressman. I ended at a
point where I was saying Jamaica is deeply committed to an open,
multilateral trading system, which we believe is a stimulant to eco-
nomic growth. Jamaica subscribes to, and its policies have always
been fully consistent with, for instance, the principles and dis-
ciplines of the GATT. Jamaica ratified the agreement establishing
the World Trade Organization only 2 weeks ago on January 31,
1995.

Jamaica’s domestic economic policies have for several years fo-
cused on economic reform, stabilization, and structural adjustment
in an attempt to create an environment conducive to a private sec-
tor-led, market-driven, outward-looking growth strategy.

An important aspect has been a comprehensive program of trade
liberalization involving substantially reduced tariffs and the elimi-
nation of quantitative trade restrictions. This has been com-
plemented by the abolition of price and exchange controls and a
vigorously implemented campaign of privatization and fiscal and
monetary discipline. A market-determined exchange rate system is
operating successfully. Jamaica’s privatization program is one of
the most extensive and successful anywhere in the developing
world.

Jamaica sees a CBI program as a springboard to greater hemi-
spheric trade liberalization and we have taken steps to accelerate
this process. In the past year, for example, Jamaica signed both a
Bilateral Investment Treaty and an intellectual property rights
agreement with the United States. We were also concerned with
fair trade and were the first country to include strengthened and
anti-circumvention language in our bilateral textile agreement with
the United States.

In conclusion, let me emphasize that the potential for NAFTA to
divert trade and investment from the Caribbean was widely recog-
nized from the outset and is now being confirmed. Within the Con-
gress this problem has also been recognized, and I would like to
note and thank those members of this subcommittee who have
been among the leaders in working to legislate a solution.

We recall that last year Congress came close to adopting meas-
ures to address the problem by considering the administration’s In-
terim Trade Program. Although the ITP did not fully address the
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issue of NAFTA parity, it heightened the awareness of this problem
and the need to resolve it quickly.

As we look for ways to keep the U.S.-Caribbean partnership
healthy and build a framework to make a free trade spirit of Miami
a reality, the Caribbean needs a comprehensive transitional mecha-
nism to alleviate the adverse effects of NAFTA and CBI countries

and to help the region move purposefully toward hemispheric free
trade.

I thank you, Mr. Chairman.
[The prepared statement follows:]
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STATEMENT OF
MR. ANTHONY HYLTON
PARLIAMENTARY SECRETARY
IN THE MINISTRY OF FOREIGN AFFAIRS
OF JAMAICA
BEFORE THE
HOUSE WAYS AND MEANS TRADE SUBCOMMITTEE
FEBRUARY 10, 1995 ON THE
CARIBBEAN BASIN TRADE SECURITY ACT (HR 553)

Mr. Chairman and members of your Committee, thank you for providing me thls
opportunity to appear before you on a matter of critical importance to Jamalca, to Caricom
countries and to the entire Caribbean Basin.

Let me take the opportunity to publicly thank you and Representatives Glbbons,
Rangel, and Shaw for Introducing the Caribbean Basin Trade Security Act (HR 553) within
the first one hundred days of this Congress.

The Caribbean Basin is faced with two fundamental, yet conflicting trade trends. On
the one hand, NAFTA has emerged as an iImmediate challenge to the viability of the
US/Caribbean trading relationshlp.

On the other hand, NAFTA represents the first step In the establishment of a
hemispheric free trade area which we welcome.

It Is in this context that | appear before you today with two simple objectives. First,
| wish to explaln why passage of the Carlbbean Basin Trade Security Act is urgently needed
as a short term remedy to the trade and investment diversion caused by NAFTA. Second,
I will highlight how this measure will act as a transitional mechanism to attain the long term
goal of hemispheric Integration.

A. The Caribbean Basin Initiative at Twelve

In 1995, the Caribbean Basin Initiative (CBl) marks its 12th anniversary. In the
dozen years since It has been enacted, the CBI has emerged as an Important stimulus of
=conamic develepment In the Caribbean Basin and of trade linkages throughout the region.
The effect has been felt - not only in Kingston and Montego Bay -- but also in Milaml,
Baltimore, New Orleans, and hundreds of other communitles throughout the United States.
In many ways, the CB| has exceeded the expectations of the drafters of the CBI legislation
who wrote In 1990 that:

"The Congress finds that...a stable political and economic climate In the
Caribbean region Is necessary for the development of the countries in the
region and for the security and economic Interests of the Unlited States,"

Through its combination of trade, investment, and tax policles, the CBI legislation has
progressively established a framework that has facllitated mutually beneficlal, U.S./Caribbean
economic links. In twmn, Jamalca and other Carlbbean countries have launched their own
trade and Investment economic reform programs. Together, the United States and
Carlbbean countries have created a trade partnership worth more than $20 biilion a year,
employing hundreds of thousands of workers throughout the region and in the United States
1cself.

Since the mild-1980’s, U.S. overall exports to the Caribbean have expanded by over
100 percent and Caribbean exports to the United States have climbed by roughly 50
percent. The Caribbean Basin now comprises the tenth largest market for the United States,
and is one of the few reglons where the United States consistently posts a trade surplus. In
Jamalca’s case, over 60 percent of our trade, takes place with the United States. One of the
highest levels In the hemisphere.

! Section 202 of the Caribbean Basin Economic Recovery Expansion Act of 1990 [ 19 usc 2701n¢; PL 101-382; Title IT)
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Roughly 60 cents of every dollar Jamaica eams from exports to your country, Is spent
in the United States buying American-made consumer goods, food products, industry inputs,
and capital equipment. This, when compared with each dollar of Asian imports, which only
generates about 10 cents worth of subsequent U.S. purchases, makes trade with the
Caribbean, both in relative and absolute terms a significant contributor to U.S. employment
and income.

The strengthened trade and commerclal finks between the U.S. and the Caribbean,
to which the CBI has made a major contribution, have also created a sound basis for
cooperation in other areas such as environmental protection, counter-narcotics activitles, the
promotion of democracy, and regional security measures.

B. The Impact of NAFTA on CBI Trade

Although the CBI program provides for duty free treatment for a vast number of
products, it statutorily excludes a few ltems -- such as textiles and apparel, footwear, luggage,
wna, and petroleum -- that are among the Caribbean Basin’s most valuable exports.
According to a recent study by the Assoclation of American Chambers of Commerce In Latin
America, at least 37% of Jamalca’s exports to the U.S. are not covered by either the CBI
or GSP. Moreover, some of these products also face quotas In additlon to these duties.

NAFTA, on the other hand, eliminates the duty and quota treatment for these same
articles, elther immediately or over a phase-out period. To be sure, NAFTA also phases out
the duties on the products for which the CBI currently enjoys duty free treatment.

But the result is far from even.

In the twelve months since NAFTA was Implemented, we are beginning to see signs
that the twelve years of the CBI could be undermined:

It has been established that the elimination of quota and phase-out of tariffs on
Mexican products will remove or at least reduce the advantage enjoyed by CBI exports to
the UL.S. market. The American Apparel Manufacturer’s Association reports that the growth
rate of US apparel imports from the CBI region dropped by 60 percent from 1993 to
1994. Duiing that same period, the growth rate of apparel Imports from Mexico nea.ly
doubled. As this trend continues, we could witness a broad diversion of American demand
from suppliers in CBI countries to firms in Mexico, thus reducing CBI exports and Income.
Already, a related Industry, shipping, has been adversely affected by these developments.

Another consequence of NAFTA’S implementation has been the diversion of new
Investment. One of the primary indicators has been the fact that In the last 2 years there has
been a pause in investment in the region, as Investors waited to evaluate the NAFTA
provisions.

C. HR 553 - A Timely Solution

It is in this context, therefore, that we see HR 553 as a timely solution. If passed, HR
553 very simply wilt restore equity between Mexico and the Caribbean Basin countries. It
will provide for non-discriminatory access Into the US market far "ic: : products on which
NAFTA gives Mexico an advantage.

HR 553 builds on the existing CBI program and legislation. [t does not establish a
new set of criteria by which countries can become eligible for the benefits, but rather links
the enhanced benefits to the existing program criteria. In this way, HR 553 recognizes that
many Caribbean countries -- through trade lberalization and economic reform measures -
have already undertaken steps that exceed the criterfa outlined in the original legislation.
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HR 553 Is also a cost-effective way for the Unlted States to conduct foreign trade and
economic policy In the region, especlally in thls era of budget cutbacks.

The gains of trade liberallzation and economic growth should generate altermative
sources of revenue for the US Govemment to offset any tariff revenue losses.

D. HR 553 as the Flrst Step towards a wider
Hemispheric Free Trade Area

HR 553 -- both explicitly and Implicitly -- recognizes a greater goal of bringing the
Caribbean Basin countries Into a hemispheric free trade area. In this regard, HR 553 furthers
the agenda developed at the Miaml Summit with one critical difference. While much of the
attentlon has focused on linking the larger economies of South America with that of the
NAFTA, HR 553 puts forth a tangible framework to determine how the Caribbean
economles will be Joined In this free trade arrangement as well.

Specifically, HR 553 provides for a six year period during which full parity with
Mexlico will be provided for Carlbbean countries. Six years is both appropriate and realistic
to provide Caribbean BasIn countries an opportunity to complete the trade liberallzation and
economic reform steps necessary for accesslon to a free trade agreement with the United
States. While some countries -- such as Jamalca -- are now ready to negotlate a free trade
agreement with the United States, others may need the full six year period outlined In HR
553.

The six year perlod will also create a viable time frame that will help restore
"confidence” in the Caribbean, confidence that has been eroded as previous parity bills have
been proposed and not enacted. As Investors and traders see that time perlod, they will be
able to grasp a tangible
expression of the LIS ~reeyieraent to its trade relationship with CBI conntres.

Importantly, aiso, the bill initlates a dialogue between the Adminlstratlon and the
Caribbean Basin countries on ways to preserve and strengthen the US/Caribbean trading
relationship. Even In the absence of specific trade negotlating authority, such a dlalogue Is
important to help maintain the momentum of the Miami Summit.

In addition, the bill requires the Administration to perform a serles of studies and
reports on the US/Carlbbean trade relationship. In a sense, HR 553 asks the Administration
to contlnually ask the question: "What will be the Impact of a specific policy change on the
Caribbean.” Such a question should have been asked as NAFTA was consldered. We belleve
this emphasis Is appropriate, partly because of the close trade relationship between the United
States and the Caribbean. In addidon, HR 553 will ensure that eventual free trade
negotiations in the hemisphere fully includes Caribbean Basin countries.

E. Jamaica’s Commitment to Free Trade

Jamalca Is deeply committed to an open multilateral trading system which, we belleve,
Is a stimulant to economic growth.

Jamalca subscribes to, and Its policy has always been fully consistent with, the
principles and disciplines of the GATT. Jamaica .autted the Agreement establishing the
World Trade Organlzation two weeks ago on January 31, 1995.

Jamaica’s domestlc economic policies, has for several years now, focused on economic
reform, stabllization, and structural adjustment In an attempt to create an environment
conduclve to a private sector-led, market-driven, outward-looking growth strategy. An
important aspect has been a comprehensive programme of trade liberalization Involving
substantlally reduced tariffs and the elimlnatlon of quantitative trade restrictions. This has
been complemented by the abolltion of price and exchange controls and a vigorously
implemented campaign of privatization and fiscal and monetary discipline. A market-
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determined exchange rate system is operating successfully. Jamaica’s privatisation programme
Is one of the most extensive and successful anywhere in the developing world.

Jamaica sees the CBl program as a springboard to greater hemispheric trade
liberalization. And we have taken steps to accelerate this process. In the past year, for
example, Jamaica signed both a Bilateral Investment Treaty (BIT) and an Intellectual Property
Rights (IPR) Agreement with the United States. We were also concemed with fair trade and
were the first country to include strengthened anti-circumvention language in our bilateral
textile agreement with the United States.

Jamaica is ready and has a demonstrated commitment to enter the next stage of trade
liberalization with the United States and other hemispheric partners.

F. Conclusion

In conclusion, let me emphasize that the potential for NAFTA to divert trade and
investment from the Caribbean was widely recognized from the outset and is now being
confirmed.

Within the Congress, this problem has also been recognized and [ would like to note
and thank those members of this Sub-Committee who have been among the leaders in
working to legislate a solution. We recall that last year, Congress came close to adopting
measures to address this problem by considering the Administration’s Interim Trade Program
(ITP). Although the ITP did not fully address the issue of Nafta Parity, it heightened the
awareness of this problem and the need to resolve it quickly.

As we look for ways to keep the US/Caribbean partnership healthy and build the
framework to make the free trade spirit of Miami a reality, the Caribbean needs a
comprehensive transitional mechanism to alleviate the adverse effects of Nafta on CBI
Countries and to help the region move purposefully towards Hemispheric Free Trade.
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Chairman CrRANE. Thank you, Mr. Hylton.

Minister Castillo, I had the privilege of being in your country in
1979 to deliver a commencement address in which Francisco
Marroquin and Manuel Ayau conferred upon me an honorary doc-
torate of political science. Is Manuel, out of curiosity, still in Guate-
mala?

Mr. CasTILLO. Yes, he is in Guatemala and very active. In fact,
he is working with our government now. He has been named chief,
responsible for privatization in Guatemala.

Chairman CRANE. That is encouraging to hear because he was a
devoted disciple, as was I, of Milton Friedman, Friedrich Von
Idayek, and George Stigler. I am happy to hear he is still active
and involved and please convey my very best to him.

Mr. CasTILLO. I will certainly do that. Thank you.

Chairman CRANE. Let me ask you a question, though, and this
has to do with restrictions on foreign ownership and repatriation
of profits and lack of intellectual property rights which have the ef-
fect of putting a damper on investment flows. I was wondering, in
both Guatemala and Ambassador Sol in El Salvador, are these
problems that are being addressed at the present time in both El
Salvador and Guatemala?

Mr. CasTILLO. Please, ladies first.

Ms. SoL. Mr. Chairman, I know in El Salvador we are at this
moment working on a bilateral intellectual property right agree-
ment with the United States. So I believe that all this will be taken
care of with this treaty.

Chairman CRANE. Very good.

Mr. CasTIiLLO. In the case of Guatemala, we do have a com-
prehensive package that we are presenting to Congress about the
month of April that is part of the negotiation with the Inter-Amer-
ican Development Bank and a compromise to pursue legislation
that would give absolute same and equal treatmen: to foreign in-
vestment and to products going out of the country, and free flow
of capital, yes.

Chairman CRANE. Very good. That is most encouraging, and we
have the intention of trying to push this legislation through at
least the committee, hopefully, before the end of March, and the
sooner the better in terms of my perspective and the interests, not
only of the Caribbean, but of t?',ue United States, too. I thank you
for your testimony.

Mr. Rangel.

Mr. RANGEL. Thank you. You have heard the administration’s
testimony and perhaps we would not have to go through this
amendment process. It appears from those members of the Carib-
bean community that many of the objections that they raise are not
objections in terms of workers’ rights, protection of investment, and
intellectual property. So exactly what country has received com-
plaints from any representative from the United States as it con-
cerns intellectual property rights?

What commodity would be the problem, that you know of, that
we are insisting on protecting? Do you know? What agreement is
it that you are signing? What intellectual property do we have that
is being threatened by any one of your countries, do you know?
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Mr. MoTrTLEY. Congressman, I think the United States is con-
cerned about pirating of television transmission and things of this
nature. So some of it does exist, but certainly both Jamaica and
Trinidad and Tobago have signed intellectual property rights
a};greements with the United States and are proceeding to enforce
them.

Mr. RANGEL. I don’t know how it is done diplomatically, but 1
would hope it could be done more speedily than what we have to
do legislatively. I am just encouraging you to try to work out those
differences with our country as it relates to the protection of Amer-
ican investors.

I think you have a history of doing that because of the close prox-
imity and the friendships that have been enjoyed historically be-
tween the countries and, of course, immigration between the Unit-
ed States and all of the countries before us.

Of course, the major problem, as it relates to labor in the United
States, is the protection of the workers’ rights, and I think that all
of the countries agree that you want to improve the quality of pro-
tection for your own people even more so than we would want.

As I understand it, this piece of legislation would not adversely
affect jobs; but what it intends to do is to stop the hemorrhage of
the jobs going to Mexico through the North American Free Trade
Agreement and to bring some equity to the commitment we made
initially to the Caribbean Basin Initiative. Is that your understand-
ing?

Mr. HyvToN. That is absolutely correct, Congressman. I would
like to point out that certainly with respect to the labor concerns,
that, as you are well aware, Jamaica and other Caribbean coun-
tries have consistently—not only have we adopted most of the, if
not all of the 11 conventions on the international labor standards,
but that we have consistently enforced them. Environmental and
other issues are consistently enforced. So we feel certainly in Ja-
maica that we are ready to undertake the NAFTA obligation if and
when that is made available to us.

Mr. RANGEL. Well, I would encourage you to have our trade rep-
resentatives’ fears allayed by whatever diplomatic causes you have
at your disposal so that we can move swiftly on this legislation
with assurances that we are all reading from the same page.
“Thank you so much for your testimony, your friendship, and your
support over the years.

Ms. SoL. Congressman, excuse me. 1 would like to say that intel-
lectual property rights legislation in El Salvador—we have an in-
tellectual property rights legislation, and we are enforcing it. We
are working now on an agreement, intellectual property agreement,
with the United States. The labor rights El Salvador just passed,
well, several months ago, a new labor code has been recognized by
the ILO as one of the most advanced in Latin America. So I would
like to leave that for the record.

Mr. RANGEL. Well, send a note to the State Department and the
Trade Administration and maybe that would help them in their
thinking about working with us. Thank you.

Chairman CRANE. Thank you.

Mr. Payne.
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Mr. PAYNE. Thank you very much, Mr. Chairman, and I also
want to welcome all of you and appreciate very much your testi-
mony. It has been very helpful and I have learned from it.

As you may have heard from the previous witnesses, my perspec-
tive is a little bit different in that I represent an area that has
quite a few apparel workers at the present time. Ambassador Sol
was commenting on how easy it is to move the apparel industry.
It just takes one telephone call and it is moved, and I must tell you
that no one knows that any better than I and the people in my dis-
trict do.

The textile and apparel industry in this country has lost about
a half million jobs over the last 10 years, and just last year, in the
apparel industry, we lost some 13,000 jobs in our country. In my
own district, this is a very important industry. We do not have a
lot of alternative industries if people are not employed in the ap-
parel industry. So I think you might understand my perspective, or
certainly I would hope so.

Let me just ask one question. We have another vote and I have
a limited amount of time, and this is really from the written testi-
mony of Minister Castillo. It talks about the tariff preference level,
and you mention that you also welcome the establishment of these
tariff preference levels in those cases where they serve a purpose
identified by the language of the bill. My concern about the tariff
preference levels is that they would undo some of what was done
in NAFTA in terms of the rule of origin.

Would you comment on exactly what you might expect in Guate-
mala and perhaps other CBI nations as it relates to the TPLs and
what you might be seeking under that provision.

Mr. CASTILLO. Sure. I think the comments in the written state-
ment are pointing to the fact that the legislation proposed in H.R.
553 is a comprehensive piece of legislation that is asking for full
parity in every sense of the word. If the TPLs are given to Mexico
and they do not use them, well, we welcome that they will be given
to Central America.

Maybe we will not use them either, but the purpose of the legis-
lation was to propose absolute parity and the same conditions as
Mexico.

Mr. PAYNE. You do not anticipate any particular need at this
time or any necessity of the TPLs as you envision this legislation
being enacted?

Mr. CastiLLo. I think we could not tell at this time. It will de-
pend, of course, on the economic forces whether they will start uti-
lizing them or not. But my comment in the written statement was
toward this line of argument.

Mr. PAYNE. I also wanted to express my appreciation to Minister
Mottley who tried very hard to come by and see me yesterday. We
had schedules that did not quite work out, but you were very kind
to offer to visit, and I appreciate the telephone call and hope to see
you on another trip to Washington. Thank you very much.

Mr. CasTiLLO. Mr. Chairman, I would just say that we under-
stand, Mr. Payne, your situation and the situation of your district.
Our countries have 40 percent unemployment. This has created a
lot of jobs for us and we are losing 15,000 jobs also this year. So
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we feel a lot the same way you do and we understand your situa-
tion and your position. We understand.

Mr. PAYNE. I also understand that there was a rate of growth
last year, some 14 percent in terms of the apparel industry
throughout the Caribbean. You mentioned 9.9 percent in Guate-
mala and that is a good rate of growth and should be sustained
even under the existing CBI program. Thank you.

Mr. CasTiLLO. 1 am glad you brought that up. The problem is
that was in the first year. gou are right, maybe 9 percent or 14
percent for the whole Caribbean sounss like a good growth rate,
but that is only the first year effect of NAFTA. It continues giving
more and more benefits to Mexico for the next 2 years. So if the
full impact is measured by the end of those 2 years that are still
left, it will be completely gone. This is the impact only of the first
reduction, and the reductions in textile and apparel for Mexico are
3 years. So there is still more to come.

Mr. PAYNE. As Ambassador Sol said, this is an industry that can
move very quickly. In fact NAFTA has been in place now for over
1 year and you are still seeing positive growth and not negative
growth, which was the concern 1 year ago. It seems to me, in fact,
the initiative in place now is continuing to work, although certainly
NAFTA parity would work better for the Caribbean nations.

Mr. CasTIiLLO. However, some of the investment—in fact, the
hundred companies that left, left mostly the last 2 months of the
year. Most of them stayed the months before because we were
counting on the interim trade program. In those 2 months where
the interim trade program did not go through, that created a tre-
mendous deception and a lot of people that had not made the deci-
sion to go, did leave the country.

So we hope that this—just the presentation of this legislation
will stop the movement of capitals and of companies and, of course,
the passage will absolutely halt it.

Mr. HyLTON. Mr. Chairman, let me just associate myself with the
remarks of the representative from Guatemala in making the point
that while the 14 percent growth last year Caribbean-wide is com-
mendable, or is certainly noteworthy, we do share the concerns
that it is just the first. It is the opening salvo, and that, indeed,
as this legislation moves through the Congress, a number of inves-
tors are waiting to see just exactly what will happen.

The same thing occurred on the interim program last year. Ev-
eryone was hopeful that we would have had some positive results
under that, but I think if we were to both interminably delay this
legislation or if it were not to pass, then I think you mfll see a con-
tinued quickening slide of those numbers.

Ms. SoL. Mr. C%lairman, may I just add one little thing?

Mr. Payne, we see this as a partnership between Latin America
and the Caribbean region and the United States. We see it as a
partnership that will make us more effective and more efficient
against imports from other parts of the world. So we understand
your problems and we have the same problems, but we think that
we can work a partnership to make it better, to make it a win-win
situation, like Mr. Crane said earlier. Thank you.

Chairman CRANE. I want to thank all the members of this panel
for their participation and can only applaud the fact that you are
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in the textile industry because you had to bundle up to come up
1_'1;1;': to testify. We would all infinitely prefer to be down in the Car-
ibbean.

Let me also encourage you, we are confident that we can make
forward steps on this issue sooner rather than later. 1 have to
apologize now to our next panel before they come up here. This is
a motion to recommit, which will be followed by a final passage
vote, so there will be a little break for anyone that wants to go get
coffee. We stand in temporary recess.

[Recess.]

Chairman CRANE. Are the representatives of the apparel indus-
try manufacturers and the importers and exporters ready? Will all
of you folks please take a seat here on the panel.

Ms. Hughes, Mr. Vine, Mr. Ermatinger.

All right. While we are waiting, we will proceed with our first
panelist, Mr. Martin.

STATEMENT OF LARRY MARTIN, PRESIDENT, AMERICAN
APPAREL MANUFACTURERS ASSOCIATION

Mr. MARTIN. Thank you, Mr. Chairman.

I am Larry Martin, President of the American Apparel Manufac-
turers Association. We are the central trade association for Amer-
ican producers of garments. Our members are responsible for about
70 percent of domestic production.

Many of them also operate in Mexico under NAFTA and in the
Caribbean and Central American under the 807 program. Some im-
port garments from other parts of the world.

Mr. Chairman, I would like to take this opportunity to commend
you, Mr. Gibbons, Mr. Rangel, and Mr. Shaw, for introducing H.R.
553, the Caribbean Basin Security Act. We have supported the idea
of CBI parity since before the NAFTA negotiation was completed.
We believe parity should have been made part of the NAFTA-ena-
bling legislation.

We believe it should have been made part of the Uruguay round
enabling legislation. We regard CBI parity as leftover work from
the previous Congress, and we hope this Congress will approve it
at the earliest possible date.

Historically, the CBI region and Mexico have been treated alike
in terms of apparel trade. Both had the advantage of section 807
under which garments sewn in Mexico or the Caribbean can be re-
turned to the United States with duty paid only on the value added
by the sewing.

When the 807 aid program was created in 1986, it essentially
made many classes of apparel quota free from the Caribbean. That
program immediately was extended to Mexico where it was called
the Special Regime. NAFTA, however, tipped the scale dramati-
cally in favor of Mexico.

nder NAFTA, most garments now enter the United States duty
and quota free. This amounts to an 8- to 10-percent cost advantage
for Mexico, a very significant advantage in an industry with his-
torically low profit margins. That advantage has been increased
with the devaluation of the Mexican peso.

CBI parity is good for both the Caribbean region and for the U.S.
apparer industry. U.S. apparel companies have contributed thou-
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sands of jobs to the region, contributing significantly to economic
development and the acceptance of democratic principles.

But our industry is not in business to move jobs offshore. The
production that had gone to the Caribbean was no longer viable in
the United States. If it had not gone to the CBI or Mexico, it would
have gone to the Far East where there would be very little Amer-
ican participation in the manufacturing process.

We estimate that every 100 jobs in the CBI produces 15 apparel
jobs in the United States in design, cutting, marketing, an(}) dis-
tribution. In addition, it preserves many jobs in the textile and
other supplies industries.

More importantly, the coproduction in Mexico or the Caribbean
allows U.S. companies to lower their overall costs, compete in the
world market, and maintain very large volumes of employment in
the United States.

Mr. Chairman, the U.S. apparel industry very much stands at a
crossroads today. Because of the Uruguay round, we face for the
first time since the late 1960s, a future without benefit of quotas
on imported apparel. We believe the U.S. industry has the strength
to compete because of two very important advantages: The first is
our proximity to our market and our commitment to quick response
programs which allow us to replenish retail shelves in a fraction
of the time it takes from the Far East.

The second is our ability to share some production with Mexico,
Central America, and the Caribbean. If we exploit these two advan-
tages, and we fully intend to, we can remain a major factor in the
global apparel marketplace and can continue to provide good jobs
to many thousands of Americans.

I thank you for the opportunity to be here today, and I would be
pleased to respond to your questions.

Chairman CRANE. Thank you, Mr. Martin.

{The prepared statement and attachment follow:]
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TESTIMONY OF LARRY MARTIN
AMERICAN APPAREL MANUFACTURERS ASSOCIATION

Mr. Chairman, my name is Larry Martin, | am President of the American Apparel
Manufacturers Association (AAMA). AAMA is the primary trade association of the
U.S. apparel industry, representing approximately 70 percent of the U.S. production.
Our members make everything from socks to caps, from underwear to shirts and
sweaters, to suits and overcoats. While the industry is large, most of the companies
are relatively small. Three-fourths of our members have sales under $20 million and
more than half have sales under $10 million. Our members are the source of more
than 700,000 manufacturing jobs. In total there are approximately 1,000,000
apparel manufacturing jobs in the U.S. and almost every state has some apparel
employment. Ninteen states have more than 10,000 apparel jobs and eight of those
have more than 50,000 jobs. Approximately 40% of American apparel workers are
minorities and 90% are women.

AAMA supports the maintenance of a large and viable U.S. apparel manufacturing
industry. American apparel companies are not in the business to move jobs offshore.
However, we must compete with low-wage imports which have taken over half of our
market. In order to compete with low-wage imports, many U.S. companies opened
production in Mexico and the CBI countries. Firms often found sourcing from the CBI
countries best fit their operations, even though appare! was specifically excluded from
the CBI program.

This exclusion was partially offset by the 807 program which gives us lower average
costs, makes U.S. companies more competitive and allows us to maintain significant
employment in the U.S. Under 807, a $10.00 garment usually has $6.00 in U.S.
components and about $4.00 in value-added by offshore assembly. The duty is
assessed on only the value-added. That duty is usually about 20%, which on $4.00
is 80 cents. This is equivalent to 8% on the value of the entire garment. With
wholesale and retail markups, a garment from the CBI region carries a penalty of
approximately $3.00, as compared to the same garment coming from Mexico.

In 1986, 807 was modified by the creation of the 807-A program. Under it, duty still
was paid, but only on the value-added in the region. However, the creation of
Guaranteed Access Levels (GALs) essentially made many products from the region
quota-free. 807-A was duplicated for the Mexican industry and named the Special
Regime.

It is important to realize the production moved was no longer viable in the U.S.
Without the incentives of 807-A, NAFTA and hopefully CBi parity, that production
would go to the Far East where there would be little U.S. involvement in the
manufacturing process.

With the implementation of NAFTA, which AAMA strongly supported, apparel
assembled in Mexico of U.S. formed fabric enters our market quota and tariff-free.
However, duties are still charged on the value added to imports from the CBI
countrias. This places the CBI countries at a great compatitive disadvantage vis-a-vis
Mexico, and the progress the U.S. fostered in the Caribbean Basin will, in large part,
be reversed. Compaetition from Mexico will force many local and U.S. firms out of
business or to move their investments from the CB! countries to Mexico.

With the elimination of tariffs under NAFTA, this 8% cost no longer is added to the
price of garments coming from Mexico. Couple this with slightly easier and cheaper
transportation between Mexico and the U.S. vs. that between the Caribbean and the
U.S. and Mexico has a significant advantage. Eight percent may not appear to be a
significant savings, but the average profitability of an apparel firm in the U.S. is much
less than that.

Historically, Mexico and the CBI region played on a level playing field. The
implementation of NAFTA tilted the fieid sharply in favor of Mexico. As this chart
demonstrates, traditionally, the growth rate of imports from the CBI region and
Mexico were at approximately 20%. For the first nine months of 1994, since
NAFTA's implementation, the growth rate for Mexico soared to more than 45% and
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the CBl’s growth rate fell to 10%. And that tilt, undoubtedly, was steepened by the
devaluation of the peso.

807 production created thousands of good jobs in Mexico and the Caribbean Basin.
We estimate 15 apparel jobs in the U.S. are created by every 100 jobs in 807
production in the region. This is in addition to the thousands of U.S. jobs it maintains
in the textile, transportation and other industries. These jobs in Caribbean Basin, the
related U.S. apparel jobs and the jobs in anciliary industries will not come to the U.S.
if the Caribbean should be shut down. They will migrate to the Far East.

Parity makes good foreign policy. It is clearly in the best interests of the U.S. to have
stable, democratic governments in our hemisphere, and the jobs available in the
apparelindustry contribute considerably to that stability. Enacting legisiation affording
NAFTA parity for the CBl region, the U.S. will continue to encourage CBI countries to
assume their full obligations under a free trade agreement and to further open their
markets to U.S. products, services and investment.

The continued economic heaith of the CBi region is tied inextricably to the growth of
the region’s apparel assembly. Export revenues generated by appare! assembly
encourages Caribbean Basin governments to increase and accelerate aconomic reform,
including investment liberalization, protection of intellectual property rights and market
access. Job creation in the region would have been stagnant without the demand for
apparel assembly workers. Improving economic conditions contribute to political
stability, deter illegal immigration, and create an alternative to the production and
trafficking of illegal drugs.

We commend you, Mr. Chairman, as well as Congressmen Gibbons, Rangel and Shaw
for introducing H.R. 553 and urge you to move quickly to adopt the legisiation. We
believe parity should be provided immediately and permanently. At this time, we are
not going to comment on specific provisions of the legislation except to say we are
studying carefully the textile and apparel provisions. We are working closely with our
members and other associations, such as ATMI and USAIC, on those provisions and
hope we will have an opportunity to meet with Subcommittee staff in the near future
to discuss technical aspects regarding certain provisions.

in addition, we believe, after 6 years of parity, USTR should review each country
individually, assessing the progress of each country in fulfilling the factors you listed
in your legislation as necessary for accession to NAFTA. USTR should have the
authority to suspend parity benefits to an individual country, until such time USTR
determines the country made progress in the areas enumerated in the legisiation as
necessary for accession to NAFTA.

In summary, there is a strong and consistent movement by countries of the CBl region
towards democracy, aconomic reform and trade and investment liberalization. During
the past few years, countries of the Caribbean Basin initiated significant economic
restructuring and trade liberalization and continue to do so as part of thair move to
NAFTA accession.

Programs such as CBl and 807 contributed significantly to the political stability and
economic growth in the region. Progress in the region enhances each country’'s
political security, as well as the United States’.

Passage of NAFTA adversely affected the competitiveness of the CBI region by
diverting existing and potential investment from the region in favor of Mexico. Parity
assures a level playing field will exist between the CBI region and Mexico. Without
parity, U.S. companies aiready in the region, competitively disadvantaged by the
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elimination of Mexican duty rates and quotas, will disinvest existing manufacturing
facilities, destabilizing the economies of the region.

A reversal in the investment climate will have serious consequences for the social,
economic and political stability of the CBI region. Economic stability have much to
do with how effectively longstanding political issues -- terrorism, drug trafficking,
immigration, democracy and human rights -- are addressed. Economic stability in the
region is the key to keeping the flow of drug trade and its transshipment to a
minimum.

The GATT Agreement which went into effect on January 1, 1995, presents a new
challenge to the U.S. apparel industry. For the first time since the iate 1960s, we see
a future where quotas on imported apparel will cease to exist. The U.S. apparel
industry is determined to meet this new global compatition, and to do it while
maintaining a large domestic work force. We believe a combination of NAFTA, CBI
Parity and quick response to our domestic markets will enable us to compete with
other parts of the world and maintain large domestic employment.
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Chairman CRANE. Mr. Moore.

STATEMENT OF CARLOS MOORE, EXECUTIVE VICE
PRESIDENT, AMERICAN TEXTILE MANUFACTURERS
INSTITUTE

Mr. MoorE. Thank you, Mr. Chairman.

My name is Carlos Moore, and I am executive vice president of
the American Textile Manufacturers Institute, which is the na-
tional trade association for the domestic textile industry. Our mem-
ber companies account for approximately 80 percent of all textile
fibers consumed by mills in the United States.

Mr. Chairman, ATMI strongly supported NAFTA and worked
hard for its passage because we believe that Canada, Mexico, the
Caribbean, and all of Latin America should become part of a hemi-
spheric trading block with the United States. We, therefore, sup-
port the concept that the countries of the Caribbean Basin should
become full NAFTA partners as soon as they can.

Until they do, we also support the concept of extending certain
benefits to them so that Caribbean garment-making operations are
not put at a comparative disadvantage before becoming NAFTA’s
signatories. Last year, ATMI supported the interim trade program
to grant the Caribbean countries access to our market equivalent
with that of Mexico for apparel and other textile products which
follow a NAFTA rule of origin.

One reason for doing that is that we believe the region should
remain a growing major market for U.S. textiles. In 1994, the Unit-
ed States exported 2.25 billion dollars’ worth of textiles to the Car-
ibbean, either as cut pieces or as fabrics or yarns. The region
ranked first ahead of even Canada and Mexico, among the U.S.
textile industry’s top export markets for fabrics and yarns.

We are concerned that if NAFTA-type access is not provided
quickly, garment production will begin to shift from the Caribbean
to olther countries. In fact, growth in that trade is already starting
to slow.

For these reasons, we were enthusiastic about the interim trade
program last year and greatly appreciate your introducing H.R. 553
this year. ATMI support for these efforts is based on three key
points: The legislation should be based on the NAFTA yarn-forward
rule of origin; it should include NAFTA provisions concerning Cus-
toms enforcement; and there should be no exemptions or exceptions
to the rule of origin unless and until the country signs on to the
entire NAFTA agreement.

We are pleased that H.R. 553 does include the first two of our
objectives. However, we are concerned that the bill provides for ex-
ceptions to the rule of origin, known as tariff preference levels, or
TPLs.

TPLs do nothing more than permit countries to circumvent the
rule of origin up to a specific quantity each year and are totally un-
justified in this instance. The NAFTA itself does include TPLs, but
the NAFTA is a fully reciprocal trade agreement whereby each
country provides unrestricted access to its market and makes many
other commitments to facilitate two-way free trade.

Neither the interim program nor H.R. 553 provides for full, nor
are they intended to provide, for full NAFTA reciprocal concessions.
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Instead, both are unilateral grants of access to the U.S. market if
certain conditions are met.

We strongly believe that TPLs are inappropriate in this instance
and should not be part of one-way special access programs. We
urge that TPLs not be authorized until the countries in the region
do become full-fledged NAFTA partners and are signatories to a
completed agreement, as we have with Mexico and Canada.

Thank you.

Chairman CRANE. Thank you, Mr. Moore.

[The prepared statement tollows:]
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TESTIMONY OF CARLOS MOORE
AMERICAN TEXTILE MANUFACTURERS INSTITUTE

My name is Carlos Moore. I am Executive Vice President of the American Textile Manufacturers
Institute (ATMI), the national trade association for the domestic textile industry. Our member
companies operate in more than 30 states and account for approximately 80 percent of ail textile
fibers consumed by mills in the United States. The textile industry in this country employs 670,000
workers and contributes approximately $21.7 billion to our country’s gross domestic product.

Mr. Chairman, we welcome the opportunity to testify before the Trade Subcommittee about HR.
553, the “Caribbean Basin Trade Security Act” which would extend benefits under NAFTA to the
countries of the Caribbean. Some ATMI member companies have invested in the region, but we also
export each year hundreds of millions of yards of fabric which is sewn into garments in the Caribbean
countries. The region has become one of our largest and fastest growing export markets and in 1994
accounted for almost nine percent of our industry’s fabric exports and six percent of our yarn exports.

ATMI strongly supported NAFTA and worked hard for its passage because we believe that Mexico,
the Caribbean and all of Latin America should become part of a hemispheric trading bloc with the
U.S. We therefore support the concept that the countries of the Caribbean Basin should become full
NAFTA partners as soon as they can. Until they do, we also support the concept of extending those
benefits to them so that they are not harmed during the interim. Last year ATMI supported the
“Interim Trade Program” (ITP) to grant the CBI countries access to our market equivalent with that
of Mexico for apparel and other textile products which follow 2a NAFTA rule of origin.

The ITP was a one-way grant of access by the U.S. that served several very important putposes.
First, by granting Caribbean exports of certain textile products access to the U.S. on terms equivalent
to similar shipments from Mexico, jobs and investments in the CBI region would not move to Mexico
or other locations.

Second, the region would remain a growing and major market for U.S. textiles. In 1994, the U.S.
exported $2.25 billion worth of textiles to the Caribbean -- either as cut pieces or as fabrics or yarns.
The region ranked first, ahead of even Canada and Mexico, among the United States’ top export
markets for fabrics and yarns. We are concerned that if NAFTA-type access is not provided quickly,
garment production will begin to shift from the Caribbean to other countries -- in fact, growth in
fabric and garment trade with that region to the U.S. is already starting to slow.

For these reasons, we were enthusiastic about the Interim Trade Program last year and greatly
appreciate your introducing H.R. 553 this year, Mr. Chairman.

ATMTI’s support for these efforts is based on three key points: the legislation shouid include the
NAFTA yam-forward rule of origin; it should include NAFTA provisions concemning customs
enforcement; and there should be no exemptions or exceptions to the rule of origin unless and until
the country signs on to the entire NAFTA agreement. We are pleased that HR. 553 does include the
first two of our objectives. However, we are concerned that the bill provides for exceptions to the
rule of origin, known as tariff preference levels, or TPL’s.

TPL’s permit countries to circumvent the rule of origin up to a specific quantity each year and are
totally unjustified in this instance. The NAFTA does include TPL’s, but the NAFTA is a fully-
reciprocal free trade agreement whereby each country provides unrestricted access to its market and
makes many other commitments to facilitate two-way free trade.

Neither the interim program nor H.R. 553 provides for full-NAFTA reciprocal concessions. Instead,
both are unilateral grants of access to the U.S. market if certain conditions are met.

We strongly believe that TPL’s are inappropriate in this instance and should not be part of one-way
special access programs. We urge that TPL’s not be authorized until the countries in the region
become full-fledged NAFTA partners and are signatories to a completed agreement as we have with
Mexico and Canada.
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Chairman CRANE. Mr. Ermatinger.

STATEMENT OF JOHN ERMATINGER, VICE PRESIDENT, NORTH
AMERICAN OPERATIONS & SOURCING, LEVI STRAUSS & CO.

Mr. ERMATINGER. Mr. Crane, Mr. Payne, good afternoon. My
name is John Ermatinger and I represent the real world of manu-
facturing. I am the vice president, Operations & Sourcing, for Levi
Strauss & Co., North America.

I am responsible for 41 U.S. facilities and 25,000 American work-
ers, as well as our sourcing strategies in Asia, Mexico, Central
America, South America, and the Caribbean. As a result, I come
here today with a perspective from our factory floors in places like
Powell, Tenn., El Paso, Tex., Fayetteville, Ark., and yes, Mr. Payne,
Warsaw, Va.; and as a global company that must compete around
the world in order to survive.

Levi Strauss & Co. supports H.R. 553 for the following reasons:
Like many industries today, the textile and apparel sector is under-
going dramatic changes. These changes are a result of, one, new
consumer demands and associate retailer demands; and two, in-
creasing foreign competition, especially from the Asian countries.

Today’s sophisticated, value-conscious consumers want more va-
riety; they want higher quality, and they want reasonable prices.
They have come—and they have more choices about where to find
it. To meet these demands, retailers are seeking higher quality,
faster delivery times, superior service, and customized ready-to-sell
products.

Doing business in the Caribbean and in Central America is one
solution to this challenge. They provide the following: proximity to
the U.S. customer base. Reducing lead times from 126 weeks to 30
days, we need the logistics these countries provide; second, skills
in garment assembly; and third, and a very important aspect, a
willingness to play a key role in building a strong, hemispheric
partnership which is good, frankly, for all of us.

Levi Strauss & Co. is also facing increasingly fierce competition
from abroad. With the phaseout of import quotas under the GATT
agreement during the next 10 years, the major textile and apparel
exporting nations like China, India, Pakistan, and Indonesia will
be gearing up their industries and could potentially dominate the
textile and apparel trade worldwide.

To meet this new challenge, U.S. manufacturers need freer trade
policies in our own backyard and in this hemisphere. Our industry
must be ready to use every available tool and competitive advan-
tage if we have any hope to be successful against the Asian produc-
ers. The Caribbean offers one such advantage, and that is right on
our doorstep.

To compete successfully in the new global marketplace, we need
long-term sourcing strategies and more stable relationships with
suppliers and contractors. These relationships can have not only a
positive influence on our business, but can also influence respon-
sible business practices in the areas such as environment, ethics,
worker health and safety, and employment practices.

Levi Strauss & Co. has already begun to examine how we need
to structure ourselves for the future. One way has been to invest
in our own U.S. employees and manufacturing facilities. We have
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invested more than $165 million in training and new equipment to
convert all of our U.S. factories from piece-rate systems to team
manufacturing. In addition, we spent another $500 million to im-
prove our customer service and competitiveness.

We have formed an unprecedented partnership with our major
union, the Amalgamated Clothing and Textile Workers, that will
improve our manufacturing performance. We have developed goals
and will reduce the time it takes to move products from the design
stage to the retail store, from 18 months to 30 days.

We are even linking our consumers, many like yourselves, di-
rectly to our manufacturing sites. Technology now allows consum-
ers to send their personalized measurements electronically to our
manufacturing facility in Mountain City, Tenn., where a team of
employees cut, assemble, and finish made-to-order jeans.

Another part of the solution is to make use of trade partnerships
in the Caribbean under a fair parity plan. We look forward to
working with the Trade Subcommittee on the details of this critical
issue,

We wholeheartedly encourage the Trade Subcommittee in Con-
gress to approve this legislation expeditiously in a forum that pro-
vides U.S. companies with a valuable and flexible competitive ad-
vantage. In so doing, you will be creating an important tool that
helps Levi Strauss & Co. and our employees meet the challenges
of a constantly changing and increasingly competitive international
marketplace.

The bottom line, gentlemen, we are not looking for special treat-
ment. We just want to be competitive, and producing in the Carib-
bean and Central American countries will help us to do that. Our
sourcing strategy has a role for all areas of the world, including the
Caribbean and Latin American countries.

If the legislation is not approved, we have no plans to leave these
areas. We are already there. But it will cause us to reevaluate,
which may include investment elsewhere in order to protect our
competitive advantage.

I have been with Levi Strauss & Co. 20 years. I have been in po-
sitions ranging from sales, to merchandizing, to marketing, and
now operations. I have been face-to-face with consumers, retailers,
and now production workers from all over the world.

I have seen apparel companies come and I have seen them go,
and I know one thing. The consumer will be the final arbiter as to
whether we remain in business or we fail.

On behalf of Levi Strauss & Co., I want to thank you, Mr. Chair-
man, Mr. Rangel, Mr. Payne, and especially Mr. Gibbons for your
leadership in these issues.

Chairman CRANE. Thank you, Mr. Ermatinger.

[The prepared statement follows:]



102

TESTIMONY OF JOHN ERMATINGER
LEVI STRAUSS & CO.

My name is John Ermatinger and | am Vice President for North American Opefations
and Sourcing at Levi Strauss & Co. Our company appreciates the opportunity to
express its support for freer trade policies in the Caribbean Basin region and for HR.
863, "The Canbbean Basin Economic Security Act.”

Levi Strauss & Co. supports H.R. 553 because we believe an equitable parity ptan for
the Caribbean must be comprehensive in scope and fiexible in meeting new
competitive circumstances. 'The Caribbean Basin Trade Security Act” will help us
keep U.S. production competitive globally, meet quick-response goals in a changing
marketplace, expand our export capabilities to foreign markets, and provide the tools
to meet unforeseen business challenges into the next decade. By including a
provision for tariff preference levels (TPLs) for fabrics in short supply, not available or
not formed in the United States, the legislation takes into account the capabilities of
the Caribbean region and the practical needs of U.S. manufacturers.

Levi Strauss & Co. is the world's largest apparel manufacturer. We produce and
market jeans, jeans-elated products, and casual sportswear under the Levi's®,
Dockers®, and Brittania® brands in the United States and more than 60 other
countries. Our sales in 1994 exceeded $6 billion.

Although a global company, Levi Strauss & Co. remains firmly committed to its U.S.
manufacturing roots. Of the approximately 36,000 Levi Strauss & Co. workers
workiwide, more than 25,000 are ermployed in the United States. We operate 41
factories, finishing centers, and customer service centers in 20 states.

Levi Strauss & Co. and the Caribbean Basin:

Our company’s experience with expanded trade and doser cooperation with the
Caribbean Basin region has benefited Levi Strauss & Co.'s own U.S. manufacturing
base, the American textile and apparel sectors, and the United States. For these
benefits to continue — and for Levi Strauss & Co. to remain competitive in the face of
dramatic industry changes and increasing imports over the next 10 years — itis
critical that the Caribbean countries receive the equivalent tariff and quota treatment
that exists under the North American Free Trade Agreement.

Levi Strauss & Co. has strong ties with Caribbean and Latin American nations.
Shortly after Congress enacted the original Caribbean Basin Initiative (CBI) in 1983,
our company responded to the call for private sector involvernent in the region.
Today, some of our key business partners are sewing and laundry contractors in
Guatemala, the Dominican Republic, Honduras and Costa Rica, who help us produce
gaments for sale around the world. Most of these goods are made from U.S. fabric.
In addition, the majority of the products assembled in the Caribbean are cut and
finished in the United States by American workers.

U.S. Apparel Industry Faces New Competitive Pressures:

As a global company, we have had to examine ways in which Levi Strauss & Co. can
remain one of the most competitive, well-positioned apparel manufacturers today —
and in the future.

Like many industries today, the textile and apparel sector is undergoing dramatic
changes. These changes are being driven by. 1) new consumer demands and, in
tum, our customers' needs; and 2) increased foreign competition.

Today's sophisticated, value-conscious consumers are seeking greater variety, high
quality and reasonable prices — and they have more choices about where to find it.
To meet the demands of these consumers, our competitive retailers are seeking
higher quality, faster delivery, superior service and customized, ready-to-self products.
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Against this backdrop of industry changes and challenges, Levi Strauss & Co. is also
facing increasingly fierce competition from abroad. With the phase-out of import
quotas under the Multi-Fiber Arangement (MFA) during the next ten years,
competitive pressure from major textile and apparel exporting nations in Asia will
increase dramatically. To face this new challenge, U.S. manufacturers require freer
trade policies "in our own backyard" — in the Caribbean and in this Hemisphere.
During the next decade, our industry must be prepared to meet this evolving foreign
competition. To be successful, we will need to employ every available tool and
competitive advantage.

Levi Strauss & Co. has already begun to examine how we need to be structured for
the marketplace of the future. One way has been to invest in our own U.S. employees
and manufacturing fadilities. We have redesigned how we do business — from the
way work is organized in our factories to how we deliver products to our customers
and consumers. For example:

o We have invested more than $300 million in training and new equipment to
convert all of our U.S, factories from piece-rate production to team-manufacturing.
An additional $500 million is being dedicated to improve our customer service
and competitiveness.

o We have developed customer service goals that will reduce the total time it takes
to move products from the design stage to the retail store from 18 months or
more to 30 days.

o We are working toward a goal of delivering 95 percent of our orders within 72
hours of the request — and on the day and hour specified by our customers.

o We will deliver floor-ready products that the customer can make available
immediately to consumers. This means folded or on hangers, with customized
tags, labels and packaging.

o We are even linking consumers directly to our manufacturing sites. Today, four
of our Original Levi's® Stores are using technology that allows consumers to send
their personalized measurements electronically to our manufacturing facility in
Mountain City, Tennessee, where a team of employees cut, assemble and finish
made-to-order jeans, and deliver them to the consumer within three weeks.

While lower costs will continue to be important to the textile and apparel industry, other
issues will become even more critical for our continued success. Increasingly, it will
be important to manufacture near our customers. Because products will be introduced
more quickly and changed more frequently, manufacturers will need quick access to a
variety of fabrics. Ovemight deliveries will become the rule. High quality standards,
geographic proximity and the ability to meet quick tumaround deadlines will becorme
dominant competitive factors. Carnbbean Basin parity as defined by HR. 553 is
essential to meeting these new business realities.

The Need for CBl Parity:

U.S. manufacturers, like Levi Strauss & Co., need to utilize new free trade
arrangements, like CB| parity, to help keep high-value, higher-wage manufacturing
jobs in the United States, while maintaining competitive prices that will enable us to
take advantage of strategic market access abroad.

To compete successfully in the new global marketplace, we need long-term sourcing
strategies and more stable relationships with suppliers and contractors. These

strategies and relationships depend on flexible, sound trade policies and agreements
that take into account the varying opportunities and challenges in individual countries
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as well as the competitive needs of the U.S. textile and apparel industry. "The
Caribbean Basin Trade Security Act” provides such sound policy and the framework
for a permanent, but flexible agreement.

Fer L evi Strauss & Co., the benefits of CBI parity are as essential to our future
success as the changes we are adopting in our own company. H.R 553 will:

0 Reduce tariffs on goods produced under "807" and "807A" programs, making
them more competitive;

o Shorten the production cydle by making our production processes more vertically
integrated so that sewing, finishing and packaging operations can be consolidated
at a single location; and

o Create a new export platform from which we can sell more products abroad.

Faced with aggressive competition from China, India, Pakistan, Indonesia, and other
major apparel exporting countries, U.S. manufacturers like Levi Strauss & Co. need to
have the ability to obtain fabrics not available or in short supply from overseas
sources. Likewise, if the small and undiversified economies of the Caribbean Basin
are to remain our economic partners, they must be allowed to source globally without
losing favorable access to the U.S. market.

Inclusion of tariff preference levels in the CBI parity plan and assurances that quota
and taniff treatment for the Caribbean will be equal to that under NAFTA will provide
U.S. apparel companies with the necessary flexibility to meet future competitive needs.
Such flexibility will ensure that the Caribbean region remains an important business
partner for American firms and that American manufaciurers, like Levi Strauss & Co.
can compete successfully once the MFA quotas have been phased-out.

In addition, "The Caribbean Basin Economic Security Act" will require that Caribbean
nations assume greater responsibilities as members of the world trading system. This
will benefit both the region and the United States. Protection of trademarks and
intellectual property rights, as well as more rigorous enforcement of anti-counterfeiting
and transshipment rules are espedially important to Levi Strauss & Co. and the
apparel industry. The Caribbean nations will also need to invest in modemizing their
own infrastructures and in developing the skills of their work forces. Such efforts will
help make the region more competitive intemationally, ensure economic growth and
stability, and encourage a more effective econormic partner for the United States.

More modem infrastructures and up-to-date production processes often accompany
responsible business practices. Recently, greater attention has been focused on non-
trade issues such as labor practices and environmental issues in the Caribbean Basin,
in Latin America and around the world. Levi Strauss & Co. and other socially
responsible companies have been recognized as leaders in promoting ethical business
practices among our partners and suppliers.

At Levi Strauss & Co., we have put in place policies called Global Sourcing
Guidelines. For contractors who do business with our company, quality, cost and on-
time delivery are as important as environmental concems, ethics, legal requirements,
worker health and safety, and employment practices. Our Global Sourcing Guidelines
aredwgnedtoseweasaneaﬂywmngsystanandatodforaddmng

before they adversely affect our business and our reputation. We have committed
considerable human and financial resources toward working with our contractors to
help them understand and meet these guidelines.



105

Voluntary efforts like ours should be used to highlight American companies’
contributions toward achieving improvements through trade and investiments. They
should not become weapons that are used against wellintentioned companies by
opponents of freer trade or by govemments that want to legisiate codes of business
conduct. in fact, attempts to link business principles and trade agreements can raise
resentments, create misunderstandings, and ultimately be counter-productive. Based
upon our experience, we believe voluntary efforts that refiect individual companies'
own values, choices and business conditions have the greatest chance for success.

We do not profess to have all the answers to responsible business practices.
However, Levi Strauss & Co. is leaming new lessons everyday. [f these lessons can
be useful to others in promoting voluntary, private sector solutions to these issues, we
are pleased to be a resource.

Market forces can convey lessons as well, and help bring about some of this new
accountability. Recent studies confirm that companies with strong corporate
reputations and principles are better able to influence consumers’ purchasing
decisions, foster greater retailer and consumer loyalty, and enjoy higher sales and
profits. By working with partners whose values and practices are similar to ours, Levi
Strauss & Co. also ensures partnerships with the world's best contractors — an
essential component to be successful around the world. We believe that promoting
responsible business practices is good business.

Conclusion:

Levi Strauss & Co. supports passage of HR 533, "The Caribbean Basin Trade
Security Act,” and we look forward to working with the Trade Subcommittee on this
critical issue. This legislation will benefit the United States by protecting a carefully
cultivated trade relationship that has achieved positive results for our country and the
Caribbean. Protecting and strengthening this relationship will ensure continued
economic and democratic growth in the region and cooperative trade that supports
American jobs.

We urge the Trade Subcommitiee and Congress to approve this legislation in a form
that provides U.S. companies with a valuable and flexible competitive advantage. In
so doing, you will be creating an important tool that helps Levi Strauss & Co. and
other manufacturers meet the challenges of a constantly changing and increasingly
competitive international marketplace.
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Chairman CRANE. Mr. Vine.

STATEMENT OF HOWARD A. VINE, UNITED STATES
REPRESENTATIVE, CENTRAL AMERICAN AND CARIBBEAN
TEXTILE AND APPAREL COUNCIL

Mr. VINE. Thank you, Mr. Chairman.

I am Howard Vine, managing partner of the Washington office
of the Miami law firm Greenberg Traurig. I appear here today as
the United States Representative for the Central American and
Caribbean Textile and Apparel Council, commonly known was
CACTAC. CACTAC is the coordinating body for the representation
of the textile and apparel industries located in the 24 countries
that now form the CBIL.

It is a great privilege for me to be here today to express
CACTAC’s strong endorsement for your bill, Mr. Crane, Mr. Ran-
gel, Mr. Shaw, and Mr. Gibbons, the Caribbean Basin Trade Secu-
rity Act, H.R. 553. I would like to begin by thanking the chairman
and the ranking minority member, as well as Congressman Shaw
and Congressman Rangel, in your dedication to the economic and
political development of the Caribbean Basin region. Your contin-
ued sensitivity and support to the economic and trade concerns of
Central America and the Caribbean is deeply appreciated, and we
thank you for holding this hearing.

Mr. Chairman, we, the United States and the countries of the
CBI, have long recognized the importance improved economic con-
ditions play on fundamental political issues: human rights, terror-
ism, drug trafficking, democracy, and immigration. Despite our
support for NAFTA, our members previously expressed to you our
fears that passage of NAFTA, without accommodation for the
CACTAC countries, would adversely affect our competitiveness by
drawing existing and potential investment from our region to Mex-
ico, particularly in the textile and apparel sectors. We all know
well that in the final moments of both the NAFTA, and more re-
cently, the GATT implementing legislation, the need to address the
basin concerns was deferred to some future date.

Mr. Chairman, sometimes the worst thing in life is to be right.
Unfortunately, today as we appear before you, we find ourselves
before the subcommittee again armed with the proof that our pre-
dictions about the effects of NAFTA, without parity, were entirely
correct. Since the implementation of NAFTA in 1993, CBI textile
and apparel trade growth, which had been on the rise, began a se-
rious decline. Indeed, the growth of Mexican textile and apparel ex-
ports to the United States matched, nearly dollar for dollar, the de-
cline in exports in the CBI nations since NAFTA was implemented.

One may merely look to Guatemala as an indicator. In the past
6 months, 72 factories have closed, with approximately 25,000 peo-
ple now unemployed. To add insult to injury, the devaluation of the
Mexican peso has given manufacturers an even larger incentive to
move operations to Mexico.

Mexico now has a triple threat. The unique advantage with re-
gard to unrestricted quotas and tariffs, proximity to the United

tates with transportation cost advantages, and now devalued, dis-
counted production costs. I should point out that the impact can be
felt immediately as has been discussed earlier.
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Our industry is highly portable. Apparel operations can be
closed, moved, and reopened in a matter of 6 to 7 weeks.

Mr. Chairman, without parity, U.S. companies already in the re-
ion, competitively disadvantaged by the elimination of Mexican
uty rates and quotas, and now the peso devaluation, will be forced

to consider relocating existing manufacturing facilities. At the very
least, they will likely avoid any future investment in the region.
Such a reversal in the investment climate of the region will have
tragic consequences for the social, economic, and political stability
of the region.

Over the last decade, largely as a result of CBI, we have wit-
nessed a strong and consistent movement by the Central American
and Caribbean nations toward democracy, economic reforms, and
trade and investment liberalization. The growth has occurred with
the help of the CBI programs that Congress has instilled and in-
stalled. The United States has maintained a larger, more consist-
ent job-creating trade surplus for the CBI than any other region in
the world, and the Central American Panamanian Federation of
Private Entities indicates in a report that 60 percent of the CBI re-
gion’s income goes to buy American products.

The report also states that 45 percent of raw material, machinery
and equipment imports of Central American and Caribbean Basin
countries comes from the United States. Thus, we have the truest
elements of symbiotic trade—mutuality of interest and benefit.

For every 100 jobs created in the CBI, 15 new jobs are created
in the United States; in contrast to the Pacific Rim, where for
every trade job created there, every two jobs, only two U.S. jobs are
created for every 100 jobs created in the Pacific Rim.

U.S. exports to the CBI region are expanding at a rate three
times the rate of exports to the world as a whole. If Central Amer-
ica and the Caribbean should be shut down, the thousands of jobs
in the region and the related U.S. textile apparel and ancillary jobs
will not come to the United States, they will migrate back to the
Far East.

H.R. 553 protects the interests of the U.S. companies in the re-
%'ion, especially in the textile and apparel industry. Many U.S.
irms have invested in the region in order to compete, as we have
heard from Levi Strauss and others, with low-cost Asian textile
and apparel manufacturers while still maintaining facilities in the
United States.

Failure to provide NAFTA-like access would punish U.S. firms
who took the risk and invested in the Caribbean region at the urg-
ing of our government and at the convincing of our government
that this was a region to be preserved, secured, and grown with the
support of our government. More importantly, it would also harm
American workers in the mill and apparel sectors reliant on co-pro-
duction with the region.

H.R. 553 continues the progressive thinking that has the textile
and apparel industry working hand in hand in the United States,
Central America, and the Caribbean. H.R. 553 also necessitates
that the nations of the CBI enter into reciprocal free trade agree-
ments with the United States, thus laying the groundwork for
Central America and the Caribbean to become part of the perma-
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nent economic integration of the entire Western Hemisphere. We
strongly urge its adoption.

Thank you, Mr. Chairman, for the opportunity to testify on this
issue of great urgency. We look forward to a favorable outcome.

Chairman CRANE. Thank you, Mr. Vine.

[The prepared statement follows:]
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Testimony of Howard A. Vine
United States Representative
The Central American and Caribbean Textile and Apparel Council
Before the Subcommitiee on Trade
House Ways and Means Committee
February 10, 1995

Thank you, Mr. Chairman, I am Howard Vine, managing partner of the Washington office of
Greenberg, Travwrig, Hoffman, Lipoff, Rosen and Quentel, one of Florida's oldest and largest law firms.
I appear here today as the United States Representative for the Central American and Caribbean Textile
and Apparel Council, commonly know as CACTAC. CACTAC is the coordinating body for the
representation of the textile and apparel industries located in 24 countries in the Caribbean and Central
America. In these countries, several hundred U.S.companies, employing tens of thousands of people, have
responded to the U.S. support for the CBI by building facilities to process textiles and apparel, making
these U.S. companies globally competitive.

It is a great honor and pleasure to appear before your subcommittee today to express CACTAC's
strong support for the Caribbean Basin Trade Security Act, HR 553. Mr. Chairman, I would like to begin
by thanking you and the Ranking Minority Member, Mr. Gibbons, for your dedication to the cause of
economic and political development in the Caribbean Basin region. Your continued sensitivity and
support to the economic and trade concerns of Central America and the Caribbean is deeply appreciated.
T would also like to thank you for introducing H.R. 553 and for holding this hearing.

On September 23, 1993, in testimony submitted to this committee, CACTAC went on record as
supporting the completion and passage of NAFTA. At that time NAFTA stood as, and remains, the next
logical step in the economic restructuring and market openings that Mexico, Latin America and the
Caribbean had recently undertaken. In part, our support grew from the realization that the improvement
of economic relations in the region had a positive impact on long-standing political issues - human rights,
terrorism, drug trafficking, democracy, and immigration. At the same time, onur members were extremely
concerned the passage of NAFTA would adversely affect the competitiveness of the Central American and
Caribbean region by drawing existing and potential investment from the region to Mexico, particularly in
the textile and apparel sectors.

So while supporting NAFTA, we worked toward the passage of free standing parity legislation
and/or the inclusion of language in NAFTA granting limited parity to the nations of Central America and
the Caribbean to mitigate some of the harsh effects we predicted would be caused by the lopsided benefits
NAFTA would bestow on Mexico. Unfortunately this language was dropped from the bill’s final version,
and instead the region was promised its opportunity to blunt NAFTA’s unintended, disadvantaging
consequences would come in the GATT Uruguay Round implementing legislation.

The Interim Trade Program, the Administration’s version of limited parity, was first included in the
draft version of the Uruguay Round legislation. However, as a result of concern over "extraneous"
provisions causing added controversy on an already controversial measure, the provision was jettisoned
from the GATT in the final hours of the negotiations prior to the bill's introduction.

Unfortunately, today we find ourselves before this subcommittee armed with proof that our
predictions about the effects of NAFTA, without parity, were entirely correct. Since the implementation
of NAFTA in 1993, CBI textile and apparel trade, which had been on the rise, began a serious decline.
Indeed, the growth of Mexican textile and apparel exports to the U.S. matched, nearly dollar for dollar,
the decline in exports from the CBI nations since NAFTA was implemented (see Appendix A). In the
past 6 months, 74 factories have closed in Guatemala.

To add insult to injury, the devaluation of the Mexican peso has given manufacturer’s an even
larger incentive to move operations to Mexico. Where as under NAFTA, Mexico has a unique advantage
with regard to unrestricted quotas and tariffs, it now is able to undercut the nations of the CBI with regard
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to labor costs. This represents a grave situation for textile and apparel manufacturers in the region who
find themselves unable to compete with Mexican products in a highly portable industry. CACTAC
estimates that these textile and apparel operations can be closed, moved and reopened in a matter of 6-7
weeks.

Without parity, U.S. companies already in the region, competitively disadvantaged by the
elimination of Mexican duty rates and quotas and now the peso devaluation, will be forced to consider
relocating existing manufacturing facilities. At the very least, they will likely avoid any future investment
in the region. Such a reversal in the investment climate will have tragic consequences for the social,
economic and political stability of the region. The passage of H.R. 553 would reassure both established
and future investors that a level playing field will continue to exist between the Central American and
Caribbean region and Mexico in textile and apparel.

The Caribbean Basin Initiatives to date have over the past 10 years contributed significantly to the
economic growth and political stability in this nearby, strategically important region. Clearly, any progress
our neighbors to the South make enhances our own country’s political security. In fact over the last
decade, largely as a result of CBI, we have witnessed a strong and consistent movement by the Central
American and Caribbean nations towards democracy, economic reforms and trade and investment
liberalization.

This growth and development has occurred with the help of an economic base stimulated by our
Congress’ CBIs and, as a result, the demand for U.S. goods and services has grown. The U.S. has
maintained a larger and more consistent job-creating trade surplus (on a per capita basis) with Central
America and the Caribbean than with any other region in the world (Appendix B). The Central American
Panamanian Federation of Private Entities indicated in a report that "60% of the Caribbean and Central
American region’s income goes to buy American products®. The report also stated "45% of raw material,
machinery and equipment imporis of Central America and Caribbean Basin countries comes from the
United States." Thus, we have the truest elements of symbiotic trade ... mutuality of interest and
benefit.

For every 100 jobs created in Central America and the Caribbean, 15 new jobs are created in the
U.S. In contrast, the Pacific Rim apparel trade creates only 2 jobs in the U.S. for every 100 jobs dedicated
to apparel production in that region. And, U.S. exports to the Central American and Caribbean Basin
region are expanding at a rate three times the rate of exports to the world as a whole. If Central America
and the Caribbean should be shut down, the thousands of jobs in the region and the related U.S. textile
and apparel jobs and the jobs in the ancillary industries they support, will not come to the United States;
they will migrate back to the Far East.

A large number of the textile and apparel producers that make up CACTAC use U.S. cut and
formed fabric. Over 77 percent of Central American and Caribbean textile and apparel exports to the
U.S. are assembled, in whole or in part, from U.S. components. This fabric is shipped from the U.S.to
Central America and the Caribbean and assembled. This two way process provides numerous benefits
for both Central America and the Caribbean and the United States with the most important benefits being
investment, jobs, and trade.

These imports from Central America and the Caribbean displace imports from Asia which contain
little, if any, U.S. content. Jobs are thus protected in the United States that would otherwise go offshore.
In fact, the textile and apparel jobs that are being created in Central America and the Caribbean were
lost to East Asia long ago. Indeed, the decline in textile and apparel exports from Asia has a direct
correlation to increases from the CBI region.

As a practical matter, parity is essential to products such as textile and apparel. These products
account for nearly S0 percent of total U.S. imports for Central America and the Caribbean. These
products are currently ineligible for CBI duty-free treatment, they carry the highest rates in the U.S. tariff
schedule. Free access for Mexico's exports of these products gives the Mexican exporter anywhere
between an 8 to 25 percent cost advantage over his competitors in the Central American and Caribbean
beneficiary countries.

H.R. 553 protects the interests of U.S. companies in the region especially in the textile and apparel
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industry. Many U.S. firms invested in the region in order to compete with low cost Asian textile and
apparel mamufacturers while still maintaining facilities in the U.S. Failure to provide NAFTA-like access
for Central American and Caribbean nations would punish U.S. firms who at the encouragement of the
U.S. Government took the risk and invested in Central America and the Caribbean. More importantly,
it would also harm American workers in the mill and apparel sectors reliant on co-production with the
region.

From a broader perspective a combination of NAFTA and Central American and Caribbean parity
would help create a regional trading area which will allow the United States to compete more effectively
compete with the European trading block and to counter competition from the Pacific Rim countries.
Over the past 10 years, the combination of private U.S. investment and foreign and economic policy has
been instrumental in the establishment of the textile and apparel industry in Central America and the
Caribbean. This industry has contributed to the democratic stability and economic growth in the region.
H.R. 553 continues the progressive thinking that has the textile and appare! industry working hand-in-hand
in the U.S. and Central America and the Caribbean. H.R. 553 also necessitates that the nations of the
CBI region enter into reciprocal free-trade agreements with the United States thus laying the groundwork
for Central American and the Caribbean to become part of the permanent economic integration of the
entirc Western Hemisphere. We strongly urge the adoption of H.R. 553.

Thank you Mr. Chairman for providing CACTAC the opportunity to testify on this issue of great
urgency. I will gladly answer any questions.
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Chairman CRANE. Ms. Hughes.

STATEMENT OF JULIJA K. HUGHES, CHATRMAN OF THE BOARD,
UNITED STATES ASSOCIATION OF IMPORTERS OF TEXTILES
AND APPAREL

Ms. HUGHES. Thank you, Mr. Chairman.

I am pleased to have the opportunity to speak today in favor of
H.R. 553. I am speaking as chairman of the United States Associa-
tion of Importers of Textiles and Apparel, USA-ITA. USA-ITA
member companies source textile and apparel products domesti-
cally and overseas. Our members include apparel manufacturers,
retailers, importers, service companies, and distributors. We ac-
count for more than $40 billion in U.S. sales annually, and employ
more than 1 million workers in the United States.

USA-ITA strongly supports the goals of H.R. 553, and we com-
mend the sponsors. This is the first CBI parity bill to offer access
to the U.S. market for the broad range of products that have here-
tofore been considered import sensitive. We also applaud your deci-
sion to include tariff preference levels and make them available to
those textile products that do not meet NAFTA rules of origin. This
is especially important to USA-ITA and our members.

Without the availability of TPLs for goods that do not meet the
NAFTA’s very tough rules of origin, many of our members will not
have a basis for expanding sourcing from the Caribbean region. To
meet the demands of our customers, we need to have the flexibility
to periodically use non-NAFTA originating yarns and fabrics. TPLs
will preserve that essential flexibility.

I think it is important to note, a{though it is not in my official
testimony, that we have some comments about why Mexico is not
using the TPLs. We think that Mexico is not using them predomi-
nant%y because their business qualifies as NAFTA-originating.

When you look at the trade statistics for the first 11 months of
NAFTA, 91.5 percent of the imports to the United States from
Mexico were NAFTA-originating. Ninety-six percent of the total
were 807 products, which means they were at least cut in the Unit-
ed States, even if the component fabric might have been of foreign
origin. This is quite different than the situation in the Caribbean.

In addition, the TPLs impose a paperwork burden that thus far
in the process tends to overwhelm the duty cuts that you have al-
ready seen. Combine with that the Mexican decision to allocate
TPLs based on an auction system, which also added a cost to using
TPLs and, of course, now the peso devaluation. We see that it is
very unlikely that any foreign fabrics are going to become part of
the mix in Mexico.

We think it is not appropriate to say that what Mexico is doing
should necessarily affect the Caribbean Basin. We think the use of
TPLs will work in the Caribbean and it will be an important addi-
tion to maintaining their parity and flexibility with the NAFTA
with Mexico and Canada.

We also have some technical recommendations regarding the use
of TPLs that we want to mention. We believe that the bill should
have the language revised to instruct the United States Trade Rep-
resentative to establish TPLs, not merely give them the authority.
From this morning’s testimony, it is apparent that the administra-
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tion is not really interested in using the TPL process to enhance
the trade in the region.

Second, we believe the legislation should instruct the United
States Trade Representative to establish TPLs that more closely
correspond to the categories of goods already subject to quota.

Third, we propose that the %‘PL provision also instruct the ad-
ministration to establish specific, short-supply provisions to permit

uota levels to be increased when consumer demand outstrips pro-
guction. This is a proposal that was also included in NAFTA, but
because the administrative procedures have not been decided by
the administration, it is impossible for us to use this provision,

USA-ITA has one other concern. One provision of the bill in-
structs the United States Trade Representative to undertake nego-
tiations for purposes of seeking appropriate reductions in existing
quotas to compensate for products that would be available for
NAFTA parity and for the TPLs. USA-ITA opposes this provision.
We believe it is inappropriate in the bill because it would poten-
tially take away the rights of Caribbean countries that they al-
ready have to ship products to the United States.

At a sourcing conference earlier this week in El Salvador, many
participants expressed their concern that this provision could po-
tentially put them at a competitive disadvantage. Instead of reduc-
ing CBI quotas, we believe that the United States should be avoid-
ing the establishment of quotas on CBI products entirely.

We believe that during the transition period to a MFA-type quota
free world, it would be an appropriate start toward liberalization
to exclude the CBI countries from the safeguard mechanism estab-
lishing new quotas.

Mr. Chairman, members of the subcommittee, we appreciate the
opportunity to meet with you and staff to further discuss these and
other proposals, and hope to work with you toward passage of H.R.
553.

Thank you.

Chairman CRANE. Thank you very much, Ms. Hughes.

[The prepared statement follows:]
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STATEMENT OF JULIA X. HUGHES
CHAIRMAN OF THE BOARD,
UNITED STATES ASBSOCIATION OF IMPORTERS OF TEXTILES AND APPAREL

oM H.R. 553,
THE CARIBBEAN BASIN TRADE SECURITY ACT

Before tha Committee on Ways and Means
8ubcommittes on Trade

February 10, 1995

On behalf of the United States Association of Importers of
Textiles and Apparel, USA-ITA, a seven-year-old association of more
than 150 companies involved in the textile and apparel business, I
am pleased to have the opportunity to speak today in favor of H.R.
553, the Caribbean Basin Trade Security Act.

USA-ITA member companies source textile and apparel products
domestically and overseas. Our members include manufacturers,
distributors, retailers, and related service providers, such as
shipping lines and customs brokers. We account for over $40
billion in U.S. sales annually and employ more than one million
American workers.

To meet the needs of our customers, USA-ITA members
necessarily take a global approach to doing business. We look for
the quality product that offers the best value for our customers.
Part of the equation, however, is the availability of merchandise.
The U.S. quota program substantially limits the availability of
affordable quality goods. The quota program adds to our costs in
a number of ways, but most significantly through 1) the premium we
must pay for goods whose quantity is limited and 2) the added costs
and overhead involved in meeting the additional paperwork and
management burdens of handling restricted goods.

Because of the special relationship between the United States
and the Caribbean, there are currently fewer restrictive quotas on
textile and apparel products made in the Caribbean. Thus, the
Caribbean Basin countries are among the sources that can best meet
our objective of obtaining affordable quality merchandise for our
customers. And the U.S. is helping these economies develop by
providing these benefits. Nevertheless, because of the
implementation of the North American Free Trade Agreement (NAFTA),
Caribbean Basin countries are currently operating at a disadvantage
vis-a-vis Mexico. No sensitive products are eligible for duty~free
entry into the United States, and the threat of new quotas on
textile and apparel products remains very real, making new
investment more risky.

USA-ITA strongly supports the goals of H.R. 553 and we commend
the sponsors. This is the first CBI "parity" bill to offer access
to the U.S. market for a broad ranga of products that have
heretofore been considered "import sensitive."

With respect to textile and apparel products in particular, we
are pleased to see that Section 101 would provide duty-free access
to any products that originate in a CBI country, to any products
that are assembled in a CBI country from U.S.-formed and -cut
fabric, and to any handloomed, hand-made or folklore article.

We also applaud your decision to make tariff preference levels
available to products that do not meet the NAFTA rules of origin.
This provision is especially important to USA-ITA. Allow me to
take a moment to explain the reasons why.

Firat, as you know, tariff preference levels, or TPLs, as
described in the NAFTA, permit a limited number of goods that do
not meet the stringent NAFTA "yarn-forward" rules of origin to
nevertheless enter the U.S. at the preferential NAFTA duty rate.
While this is not duty-free entry, at least not yet, it does permit
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products that meet the "normal" rules of origin to be competitive
with NAFTA’s duty-free products and that competitive edge provides
an incentive for further investment in the Caribbean.

Without the availability of TPLs for goods that do not meet
the NAFTA’s very tough, hard-to-meet rules of origin, many of our
members will not have a basis for expanding sourcing from the
Caribbean. To meet the demands of our customers we need to have
the flexibility to use non-NAFTA originating yarns and fabrics.
TPLs preserve that essential flexibility.

The fact that Mexico is not using the TPLs should not be a
factor here. TPLs are much more important for the future of the
CBI than they were to Mexico during the NAFTA debate. Mexico has
the added advantage of lower cost over-land shipping. Sourcing
from the Caribbean means that we must deal with sea and air
shipping, which is generally more expensive, and that additional
cost must be passed on to the consumer. Preferential duties for
CBI goods will help CBI countries address that cost differential
and be competitive with Mexico.

Given the importance of TPLs to USA-ITA, we have given the
issue a great deal of thought and have carefully studied the
language of H.R. 553. For that reason, we have some technical
recommendations that we believe will enhance the goal of promoting
the growth of free enterprise and economic opportunity in the CBI
region.

First, we believe that the bill should instruct the U.S. Trade
Representative to establish TPLs, instead of merely authorizing the
U.S. Trade Representative to do so.

Second, we believe that the legislation should instruct the
U.S. Trade Representative to establish TPLs that correspond
directly to the categories of goods subject to quotas. This
suggestion is based upon our experience with NAFTA. As you know,
each of the NAFTA TPLs covers a broad grouping of products. For
example, there is one TPL for "cotton and man-made fiber apparel”
and another TPL for "wool apparel.® That means that a variety of
products are eligible for each of those TPLs. Each of these
products also may be subject to a particular category quota. As a
result, companies hoping to take advantage of a TPL must keep track
of both the individual quota and the TPL. It is entirely possible
that a guota will fill before a TPL fills, or vice-versa. This
headache and uncertainty that acts as a dis-incentive to even
bother with TPLs could be eliminated if the TPLs and the quotas
were synonymous. In fact, we propose that all CBI textile and
apparel products subject to quotas be provided preferential duty
treatment equivalent to the NAFTA preferential duty rate.

Third, we propose that the TPL provision also instruct the
Administration to establish short-supply procedures, to permit the
levels to be increased when consumer demand outstrips available
domestic production. Again, this proposal is borne out of our
experience with the NAFTA. The NAFTA contains a short supply
provision, but the Administration has yet to establish any
administrative procedures or mechanisms for determining whether a
product is in short supply domestically. With no procedures to
follow, we have been unable to seek any short supply reviews. H.R.
553 presents an opportunity to rectify this situation.

USA~ITA has one other concern. One provision of the bill
instructs the U.S. Trade Representative to "undertake negotiations
for purposes of seeking appropriate reductions" in existing quotas,
to compensate for the quantities of goods that become exempt from
quota by reason of meeting the NAFTA rules of origin or by being
assembled in the Caribbean from U.S.-formed and -cut fabric. UfA-
ITA opposes this provision because it could serve to restrict the
caribbean’s access to the U.S. market, and undercut the benefits
that should accrue to the CBI under the Uruguay Round’s Agreement
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on Textiles and Clothing. At a sourcing conference in El Salvador
earlier this week, many participants also expressed their concern
that quota cuts would put CBI countries at a competitive
disadvantage.

As an initial matter, apparel products that are assembled in
the Caribbean from U.S.-formed and -cut fabric are already subject
to levels separata from the regular quotas. Wwhen these “guaranteed
access levels™ were established, existing quota levels were reduced
to compensate for the trade that was supposedly transferred to the
guaranteed access levels. There should not be further reductions
in the quotas now.

Further, Caribbean nations are already worried about the
impact that liberalization of the guota program under the Uruguay
Round will have on their ability to compete with major low cost
producers. To address this situation, the U.S. has provided the
CBI countries, and other small suppliers, with higher growth rates
than those available to the major suppliers. These higher growth
rates, typically 6 percent, should provide the CBI with an
advantage during the Uruguay Round Agreement’s 10 year phase-out of
the gquota program, thereby encouraging U.S. importers and retailers
to increase their sourcing from the Caribbean. However, that
advantage will be dramatically reduced if the base quotas upon
which the growth rates are applied are cut back. Clearly, this
will not help our Caribbean neighbors position themselves to
compete in a post-quota world.

Instead of reducing CBI quotas, the U.S. should be avoiding
the establishment of quotas on CBI products. Toward that end, USA-
ITA proposes that a provision be included in H.R. 553 precluding
the creation of new quotas limiting textile and products from the
Caribbean throughout the Uruguay Round’s 10 year transition period.

Mr. Chairman, we greatly appreciate the opportunity to present
our views and suggestions to you and look forward to working with
you to quickly enact H.R. 553 into law. Thank you.
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Chairman CRANE. Mr. Rangel.

Mr. RANGEL. No questions. Thank you so much for your testi-
mony.

Chairman CRANE. Mr. Payne.

Mr. PAYNE. Thank you very much, Mr. Chairman.

I just wanted to fol{ow up briefly on the TPL issue that you have
just brought up. As I understand it, in the testimony you just said
that the use of the TPLs would come about because you felt that
the rules of origin within the NAFTA agreement would be more re-
strictive than would be desirable for the Caribbean Basin area; is
that correct?

Ms. HUGHES. Well, we believe that the yarn-forward rule of ori-
gin that has been a part of the NAFTA agreement is a very restric-
tive rule, and because of those restrictions to be an originating
product, we believe that the tariff preference levels are an appro-
priate mechanism in those cases where foreign fabrics that don’t
meet the criteria would be used.

Mr. PAYNE. But to the extent that we are trying to achieve parity
with the NAFTA, and to the extent that the yarn-forward rule is
a part of the NAFTA, then wouldn’t it apply that the yarn-forward
rule ought to apply to the Caribbean as well, or unless you are
seeking something in addition to parity with NAFTA?

Ms. HuGHEs. We are seeking parity, which would include the
tariff preference levels. We believe that that would meet the cri-
teria of enabling our business to have the flexibility we need to
have to continue to improve investment and sourcing opportunities
in the region.

Mr. PAYNE. To some extent, though, that refutes the argument
I think of some of our friends from t%e Caribbean who were saying
that there is a symbiotic relationship here among those who
produce textiles and apparels, in that producing textile goods in
this country and having apparels made in other countries was a
good relationship. Now what we are saying is why not have the
textiles made in China or India, or somewhere else, and have those
made into apparel items in the Caribbean, and then send them into
this country (Yuty free; is that what you are suggesting?

Ms. HUGHES. We are advocating that when products meet the ap-
propriate rule of origin. We do support the use of U.S. fabric, but
it is not always available in the quantities needed for the goods
that we are supplying to U.S. retailers and to U.S. consumers. In
those situations, we would like to have the flexibility, as Mexico
does in NAFTA, to use a foreign fabric, not products that are cut
overseas, but merely a foreign fabric, to make the apparel in the
Caribbean region and then ship it to the United States with the
tariff benefit levels that are available in the NAFTA agreement.

Mr. PAYNE. Mr. Ermatinger, you mentioned—in fact, I heard on
National Public Radio the other day a discussion concerning how
apparel companies are restructuring in this country in order to be
able to be more responsive and more able to comply with just-in-
time inventory situations, and that sort of thing. They mentioned
your company as a leader in this area, the work that you are doing
with the unions, and so forth, in terms of team construction as op-
posed to the linear kind of work that has been typical in the ap-
parel industry.
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Do you think that that change is one that makes the U.S. ap-
parel industry more competitive, and that there are niches then in
the market where the U.S. industry may be competitive, more com-
petitive than they currently are?

Mr. ERMATINGER. Well, team manufacturing, Mr. Payne, is just
the beginning. It is not only team configurations, but it is also the
insertion of the proper amount of automation and mechanization in
the way we conduct our work. We think that the investment that
we have seen thus far, by empowering our employees and enabling
them to participate in the business environment through training
and education, 1s a competitive advantage anywhere in the world.
That, coupled with the fact that they are closest to the American
consumer base, we think there is a significant role for our factories
and our workers here in America, and a role that they can play in
satisfying the ultimate consumer base.

Mr. PAYNE. I see my time is about up.

Mr. Moore, I think you adequately in your testimony talked
about the concern of tﬁe textile manufacturers as it relates to
TPLs, and so I won’t get into that, in view of the time.

But thank you all very much for your testimony, and thanks, Mr.
Chairman.

Chairman CRANE. Well, I want to thank you all too, and espe-
cially Ms. Hughes, for the additional information. If any of you
have additional information, either for the record or for our delib-
erations, please forward it.

Thank you again.

Our next panel is Dr. Herman Starobin, Mitchell J. Cooper,
Thomas Mason, Robert Hall, and William Isaac.

All right.

Dr. Starobin, if you will open up for us.

STATEMENT OF JAY MAZUR, PRESIDENT, INTERNATIONAL
LADIES’ GARMENT WORKERS' UNION, AS PRESENTED BY
HERMAN STAROBIN, PHD., RESEARCH DIRECTOR,
INTERNATIONAL LADIES’ GARMENT WORKERS’ UNION

Mr. STARORBIN. Thank you, Mr. Chairman.

I am presenting this testimony on behalf of Jay Mazur, president
of the International Ladies’ Garment Workers’ Union. I want to
summarize the rather lengthy testimony submitted to you in the
hope that you will have the opportunity to review it with some
care. It tries to cover most every aspect of the problem as we see
it.

Chairman CRANE. Well, Dr. Starobin, let me say to all, that if
you can try and condense to 5 minutes or less, but all of your state-
ments will be a part of the record and any additional material that
any of you want to forward to us on the subcommittee, please feel
welcome.

Thank you.

Mr. STAROBIN. Thank you, Mr. Chairman.

To summarize our thinking on the CBI bill, H.R. 553, to us this
bill is essentially an apparel preference bill that we firmly believe
will result in further job loss of U.S.-based jobs. We represent
workers in a job entry, domestic industry, which currently still em-
ploys about 800,000 production workers.
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Almost half of these workers are minorities: Hispanic, black, and
Asian. In the last 20 years, 500,000 production worker jobs have
been lost, largely as a result of the import policy followed by suc-
cessive administrations.

This bill, H.R. 553, further hastens the loss of U.S. apparel jobs
in a domestic industry that has already been marked for extinction
in 10 years as a result of the GATT-Uruguay round. The workers
in our industry will have enormous difficulty finding new jobs.
Many may, therefore, become public charges.

I don’t say this for any but the most obvious reasons. Reported
imports of assembled apparel from the CBI have doubled in the
last 4 years, and now total over $4 billion. Using the widely accept-
ed formula, to which I shall likely return at a later point in this
brief testimony, this means that 80,000 U.S. apparel jobs have
been lost as a result of the CBI program.

At the same time, no program has been set in process to create
or help to create jobs for those workers who lose their jobs as a re-
sult of the CBI program and trade policy in general. The bill, most
importantly, omits from consideration worker rights and labor
standards and child labor.

Even the weak provisions in the NAFTA side agreements recog-
nize the need to deal with these issues. At the very least, this sub-
committee should seek to interdict at the border products that are
made with child labor in the Caribbean, most notably throughout
Central America.

The issue of worker rights and labor standards and child labor
have obvious social connotations, but they also have economic con-
notations. In economic terms, the experience of our own country
has shown that workers will buy products, including imports from
the United States, only if they have the money to do so.

The bill strangely omits reference to intellectual property, a
make or break question in our government’s trade relations with
China. On TPLs, Korea, many of whose companies play a major
role in the CBI apparel production and practice among the worst
labor and human relations, will be among the primary bene-
ficiaries.

Data used to promote trade policy and trade legislation, through
no fault of this subcommittee or of the Congress, are wrong for the
following reasons: The formulas used focus only on exports and ig-
nore the effect of imports on jobs in this country. Exports are not
fairly counted, as the ILGWU testimony shows in detail. They ig-
nore the turnaround of the parts that were assembled abroad and
shipped back to the United States.

Julius Katz, the principal U.S. NAFTA negotiator in the Bush
administration, has publicly stated that the job creation numbers
used to justify NAFTA are, to use his word, “phoney.” Yet they con-
tinue to be used in trade discussions and in justification of trade
legislation.

A study we have made shows that 65 percent of our alleged $5
billion in apparel exports are, in fact, parts and not exports of ap-
parel; they never enter the market of the countries where they are
assembled but are returned to the United States. The General Ac-
counting Office 18 months ago questioned the methodology used in
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rep(;rting trade figures. They continue to be used and used incor-
rectly.

Toy make trade policy, this subcommittee and the Congress
should require honesty in dealing with data. I could identify other
instances where “phoney” data are used. They are included in the
submitted testimony.

This is not a new issue, Mr. Chairman. We have been presenting
it to the appropriate agencies and to congressional committees for
the last 5 years, all to no avail. We and the majority on this sub-
committee and the Congress may end up disagreeing on policy, but
at least as far as data are concerned, we should all sing out of the
same hymn book. This subcommittee should not be asked to pro-
pose legislation based on false data.

Thank you, Mr. Chairman.

Chairman CRANE. Thank you, Dr. Starobin.

[The prepared statement follows:]
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Before the Subcommittee on Trade
Committee on Ways and Means

U. S. House of Representatives
February 10, 1995

TESTIMONY OF
JAY MAZUR, PRESIDENT
INTERNATIONAL LADIES' GARMENT WORKERS' UNION
ON H. R. 553
THE CARIBBEAN BASIN TRADE SECURITY ACT

I appreciate this opportunity to testify on H. R. 553, the
Caribbean Basin Trade Security Act, on behalf of the 160,000
members of the International Ladies' Garment Workers' Union who are
employed in the production of women's and children's apparel and
accessories. Our members live and work in all parts of our
country. They are a cross section of the U. S. workforce: native
born, minorities and new Americans who have come to our shores from
just about every country in the world.

Apparel plants are located in the central cities and in small towns
throughout the nation. Since its inception around the turn of the
century, the apparel industry has been a job entry industry and it
still is. Minorities make up almost half of the industry's roughly
800,000 production workers who are roughly equally divided between
the women's and the men's clothing industries. Twenty-two percent
of the workforce are of Hispanic origin, 18 percent are Afro-
Americans and 5 percent have their origins in Asia. Eighty-five
percent of the workers in the industry are women, many the sole
supports of their families.

The ILGWU is not new to the Caribbean scene. Many of our members
came to the United States from the Caribbean countries. Many
maintain close contact with the region, have family living there
and visit the lands of their birth. And so we, too, feel a special
obligation to assist the peoples of these countries to improve
their economic circumstances. We do not gainsay the importance of
the region to our nation's well-being.

We do not believe, however, that the provisions of H. R. 553 meet
the needs of the people of the Caribbean. They are poorly designed
to accomplish the task of promoting economic development in the
region. They do not really address the problems besetting the
region -- and our country as well. They do not, to use the latest
trade language, lift all boats.

This is the fourth attempt, I believe, to end apparel tariffs and
quotas for the CBI countries. When our views were solicited on
previous occasions, we proposed that quotas be taken away from
major Asian suppliers and given to the CBI so that U. S. apparel
workers would not suffer job losses. Given the high apparel import
penetration level, we sought to help workers in the caribbean,
while at the same time not jeopardize further U. S.-based jobs. I
testified to this effect before this Committee as far back as March
30, 1989. Our proposal was not accepted.

The bill was introduced almost coincidentally with the financial
collapse in Mexico, although I believe that it would have been
introduced even without regard to the Mexican events. The argument
in its favor is that because of the elimination of tariffs and
quotas for Mexico as a result of the North American Free Trade
Agreement, the CBI will be less competitive and U. S. investment
will flow out of the CBI and into Mexico. Now it will also be
argued that Mexico's devaluation creates an even greater
competitive threat to CBI production.

Such arguments skirt the real issue. The economies of the CBI
countries -- and Mexico -~ can only be bolstered if their people,
including their workers, truly share in economic development and
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tru}y benefit from it. This requires that workers have a voice in
their own and in their nations' destinies.

My comments on H. R. 553 and the issues involved in the CBI and
other dqveloping nations are neither arbitrary nor do they reflect
protec§1onist thinking. I have had the opportunity to visit these
coun?rles, as have some of my colleagues. We have witnessed the
conditions that prevail there at first hand. Our concern is first
and foremost for the workers in the CBI countries -- and for
workers in Mexico and everywhere.

My mogt critical comment, one that I shall deal with first, is the
question of worker rights and labor standards, its importance in
both human and economic terms and the fact that it is ignored in
the proposed legislation and in trade policy decisions in general.
Support for the rights of workers to protect themselves and share
in a nation's prosperity are basic to any help we can give to the
pecple of the Caribbean to improve their lot and to help them to
create stable democratic societies.

I will also suggest to you how false and incomplete data have been
used to promote the CBI and the current legislation, who have been
principal beneficiaries of the CBI and who will benefit from this
bill. The fact is that Caribbean Basin programs put in place by
administrations of both parties have not improved living standards
in the region, but have resulted in the most frightful degradation
of workers.

The CBI, we were told, would benefit the people of the region. But
it has not worked. Nor has trickle down worked. Nor has the U. S.
consumer benefitted from lower labor costs to importers. Aside
from U. S. apparel companies and other importers, the principal
beneficiaries have been a small elite in the Caribbean and some
Asian companies, many from South Korea, who have set up apparel
factories in the CBI which export to the U. S. market.

The bill before you aims "“to encourage the development of strong
democratic governments and healthy economies in the Caribbean
countries through the expansion of trade." Although the CBI was
adopted by the Congress in 1983, such aspirations are far from
having been accomplished. Brutal governments continue to exist in
many Caribbean lands, democracy as wWe see it is still a distant
hope, poverty is universal and the reported expansion of trade
raises more questions than it answers. Unless it is revised to
take care of some serious omissions, H. R. 553 will not help the
people of the Caribbean realize the aspirations cited in the bill.

dkhAhhknhhdok

The abysmal exploitation of workers in almost every CBI country has
been fully documented, in testimony before committees of the
Congress by workers from CBI nations, by government investigators
and in petitions filed with the office of the United States Trade
Representative. The extensive and continued use of child labor in
the CBI, perhaps the most heinous practice of all, has also been
fully documented. Frightful working conditions in Honduras, for
example, and the most vicious forms of sexual harassment have been
testified to in hearings held by congressional committees.
Honduras is not alone. Nor is Guatemala, where a labor leader was
thrown out of a helicopter for attempting to organize workers.

Many CBI countries have elaborate and extensive labor codes, some
even more advanced than those in our own country. They guarantee
workers the right to organize and to bargain collectively with
their employere on working conditions and wages. They establish
standards that protect the health and physical well-being of
workers in their countries. They create labor courts for workers
to appeal injustices directed at them. Some endorse the
conventions of the International Labor Organization on worker
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rights, labor standards and child labor -- something our own
country has not done, although we accept them.

Just about every CBI country honors such codes in the breach.
Child labor is prevalent in the apparel plants of the CBI countries
as even the most casual observer will testify. Workers are
effectively denied the right to form unions. USTR has investigated
cases of abuses of worker rights in the CBI, making use of the
worker rights provisions of the General System of Preferences.
This has resulted in some improvements, especially in the Dominican
Republic and in its free trade zone factories. It remains to be
seen how consistently our government will enforce the GSP labor
provisions, a most potent weapon, but prone to be limited by other
policy considerations.

GSP was renewed for a few months when the Congress passed the
Uruguay Round implementing legislation. It comes up for renewal in
June. Hopefully, this Committee will come help to develop a
renewal bill that will strengthen worker rights and labor standards
as key criteria for countries receiving GSP benefits.

H. R. 553 does not deal with the issues I have raised. Aside from
human concerns that have always won resonance in our country, there
is reason to question whether we are really helping to create
"emerging market economies" in these countries. Reciprocal trade
would have meaning if trade between the U. S. and the CBI countries
led to the creation of good and well-paying jobs in both countries
-- and, in the words of this Committee, "encourage the development
of strong democratic governments and healthy economies" in the CBI.

This desire can only work if the economics work. Otherwise, it
becomes a fiction, one in which the beneficiaries are merely a
small group in each country. The living standard we enjoy,
somewhat tarnished in recent years, did not come about by keeping
wages low and maintaining terrible working conditions. Yes, there
were struggles, but gains for working people were possible. The
extent of the maldistribution of income in the CBI nations -- and,
if I may add a very current observation, in Mexico -- did not
obtain in the U. S.

Leading figures in our industrial and economic development also
recognized that workers who are paid low wages and who work in
misery will not be able to purchase the products they produce.
Henry Ford, certainly no friend of organized labor, saw this
clearly when he set wage rates at a level whose purpose, he said,
was to permit his workers to buy his automobiles.

Reciprocal market opening can only help to improve living standards
and provide jobs for workers in countries that trade with each
other, including the U. S. and the CBI countries, if there is
sufficient demand in both countries and this demand can be realized
by people having enough purchasing power. This is a simple truism.
Trickle down economics has not worked anywhere.

H. R. 553 does not address the economic circumstance in which the
mass of Caribbean people live and work, nor does it show how a
market for U. S. products will develop. There is no magic in the
economics of expanding mass markets: either people have the
wherewithal to purchase or they don't. Either we pursue policies
in the CBI to increase the ability of people to buy our products or
we are saying that we don't really care, that we are engaged in a
facade to benefit an elite in the CBI and U. S. importers.
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Before dealing with how CBI, NAFTA, and trade policy in general
have affected U. S. apparel jobs and how misleading data are used
to justify such policies, I would like to say a few words apout
some of the specific provisions of H. R. 553. As I read the bill,
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it goes beyond NAFTA parity in some areas. This makes me wonder if
the_b111's sponsors are seeking .differing trade programs in the
hemisphere, rather than building on NAFTA and the Enterprise for
the Americas Initiative and, if so, why?

As I understand the bill, its provisions are both identical with
tpe provisions enjoyed by Mexico under NAFTA and ones that are
different. In some areas, it also goes beyond the proposals made
last year by the Clinton Administration, but which were withdrawn
from the GATT implementing legislation because they were considered
to be too controversial and threatened passage of the legislation.

Identical provisions include giving the CBI the same quota~free and
duty-free treatment as imports from Mexico under NAFTA for six
years during which time the U. S. and the CBI nations would
negotiate possible accession to NAFTA or a comparable agreement.
The bill goes further than the Administration proposal by
establishing Tariff Preference Levels (TPLs) for the CBI, similar
to those in NAFTA. The TPL provision would permit the import into
the U. S. of apparel made from specified amounts of non-CBI and
non-U. S. origin fabric as if they were the product of the
agreement countries. The same NAFTA provision is also called non-
originating apparel imports.

The reasoning behind this provision had some basis in the NAFTA
negotiations, but I fail to see how it relates to the CBI, except
as I will indicate below. The NAFTA negotiators agreed that both
Mexico and Canada should have the use of TPLsS because neither
country produced sufficient amounts and varieties of fabric and a
concern that U. S. fabric producers would dominate the NAFTA fabric
market. The U. S. also received a minimum amount of TPLs.

In the case of the CBI countries, however, none are serious fabric
producers. Is this aspect of H. R. 553 aimed at creating fabric-
producing facilities in the CBI or moving U. S. factories there?
Why is this provision included in the bill? For reasons indicated
below, it would assist and encourage increased use of the CBI
countries by South Korea and others as a way of selling into the U.
S. market without gquota or tariff restrictions on exports from
South Korea itself.

H. R. 553 covers all products exported from the CBI, including
apparel. The 1983 CBI legislation exempted apparel from duty-free
and quota-free treatment because the industry and its jobs were
considered to be very import sensitive. For more than thirty years
successive U. S. administrations, regardless of party, have treated
apparel as import sensitive.

The bill differs from last year's Administration bill in that it
does not require the coupling of increased CBI access to U. S.
markets with requirements that the CBI commit on intellectual
property, investment and even the highly limited NAFTA side
agreement on worker rights and the environment.

Omission of a provision to protect the intellectual property rights
of U. S. companies raises yet another question. This omission
comes at a time when our trade negotiators have insisted that other
trading partners, most notably China, commit on such protection and
enforce their commitments. Last week, USTR announced imposition of
trade sanctions on China for violating U. S.-owned intellectual
property rights. Could the sponsors of the legislation explain
why such a provision was not included in the bill?

H. R. 553 also makes no provision for finding revenue offsets to
compensate for expected tariff losses, despite the House budget
resolution. Compensating for revenue loss, it will be recalled,
proved to be a major stumbling block when the Senate voted on the
GATT implementing legislation last December. What has happened to
the budget resolution of the House? Is it no longer a House rule
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or is the loss of tariff revenue no longer germane? Do the
sponsors expect the bill to sail through the Congress if the
Senate's ten-year budget rule is brought up again?

Farlier in this testimony I expressed my concern about the omission
in H. R. 553 of provisions on worker rights and labor standards.
I want to repeat and emphasize that concern once again. Even
though the NAFTA side agreement on labor has no teeth, it at least
reflects a recognition that the issues involved are important to
Americans. Are the bill's sponsors saying that they are being
selective in accepting parts of NAFTA and rejecting other parts?
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I also want to call to the attention of this Committee a concern
about how guestionable government data have been and are being used
to justify trade policy and trade agreements. This has happened
regardless of which party has been in the Executive Branch.

One serious distortion relates to the assertion that every $1
billion in exports creates 20,000 jobs. The other has to do with
a misclassification of export data. In the latter case, exports of
apparel parts for assembly and return of the finished product to
the U. S. under Item 9802 of the Harmonized Tariff Code are treated
as the export of finished product.

Given the tremendous increase in outward processing in recent
years, this methodology has resulted in distorting U. S. export
data. These distorted data, in turn, have been used to justify
various apparel trade agreements and trade policy in general.
Policy is being made on the basis of data that are patently wrong.

Our analysis of the use of incorrect data, presented to the
appropriate agencies over the last five years, has been underlined
in a study by the General Accounting Office, entitled U. S.-Mexico
Trade. The study was released eighteen months ago, in the midst
of the NAFTA debate. While it does not deal specifically with
apparel, its methodological comments relate to reported apparel
exports as well as to other trade between the U. sS. and Mexico.
These comments also pertain to the use of data on U. S.-CBI trade.

The report stated that Mexican trade data differed from U. S. data
because Mexico excluded from its import figures shipments used in

i operations (and presumably free trade zones as well)
because the products assembled there did not enter the Mexican
market. U. S. data, on the other hand, do not distinguish between
parts sent to Mexico (or anywhere abroad, including the CBI) for
assembly and return to the U.S. The GAO recommended that U. s.
export data be revised. Unfortunately, this has not been done by
the appropriate agencies and false data continue to be used,
including U. S.-CBI trade.

Before detailing this argument, I would like to deal briefly with
the assertions about export-led job creation because they also
relate to trade with the CBI.

It is asserted that every billion dollars in exports creates 20,000
jobs -- good and high paying jobs at that. The argument was
developed in support of NAFTA. It was used to promote GATT, to
justify the Mexican bailout and is now being used to promote
expansion of the CBI program.

what may have been meant was that each billion dollara of the
surplus of exports over imports created 20,000 jobs. But that:s
not the way it has been put because if each billion dollars in
exports creates 20,000 jobs, each billion dollars in imports should
result in the loss of 20,000 Jjobs. Given our negative trade
balance, more jobs would have been lost than created.
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The Depattmgnt of Commerce developed the formula during the Bush
Agmipistratxon. It later "perfected" the number to 17,600 jobs per
billion dollars in exports. However, the earlier figure continues
to be used, perhaps because it is a round number and is, therefore,
easier to deal with.

The government official for whom the formula was developed, Julius
Katz, the principal NAFTA negotiator during the Bush presidency,
now says, "The job numbers are totally phony numbers." (The Wall
&;;gg;_ggnxngl, January 4, 1995.) Katz goes on to say, "My great
regret is we got trapped into that argument.” Katz comment has
been ignored; the use of "totally phony numbers" continues.

Using Bureau of the Census data, the ILGWU Research Department has
found that of the reported exports of domestic apparel (net of
reexports of foreign apparel) of $4.8 billion in 1993, $3.1 billion
or 65.2 percent were exports of parts for assembly abroad under the
provisions of Item 9802. Yet, the $4.8 billion figure is used to
show how rapidly apparel exports are growing and that reciprocal
market opening works.

It is also of interest that, of the remaining $1.7 billion in
reported apparel exports, 95.4 percent went to Canada, the European
Union and Japan. This left a total of slightly under $77 million
in apparel exports to the rest of the world, including the CBI --
and Mexico -- far from the massive apparel exports reportedly
exported to these countries.

This is a very different picture than the one used by those who
favored NAFTA and other trade programs and now support an expanded
CBI. Current data on our apparel trade with the CBI present an
even more devastating picture. I would like to give you some
figures that bear this out and would be pleased to expand upon then
if the Committee so desires. The data are somewhat complex, but I
will try to hit the high points and their implications.

In the year ending September 1994, the latest date for which Item
9802 data are available (Office of Textiles and Apparel, U. S.
Department of Commerce), the U. S. imported $4.2 billion worth of
apparel from the CBI. Of this total, $3.4 billion or 80 percent
were imports of apparel assembled under the "regular 807" program,
the former classification for Item 9802, and the CBI program.

Under "Regular 807", imports assembled in the CBI or elsewhere of
U. S. components reenter the U. S. duty free. Duty is paid only on
the added value of (lowcost) labor. Components shipped abroad for
assembly can be made in the U. S. or can consist wholly or in part
of forelgn materials. Imported fabric cut into parts in the U. s.,
is treated as a U. S. component because it is cut in the U. S.

The Special Access program for the CBI, announced by President
Reagan in February 1986, provides that the garment exported from
the CBI to the U. S. must be assembled from fabric that is both
made and cut in the U. S. in order to enjoy special treatment.
This program differs from “regular 807" in that the fabric must not
only be cut in the U. §., but it must be formed here as well.

The special program provides that any CBI member can negotiate an
agreement to create Guaranteed Access Levels for apparel products
subject to quota restraints. Since GAL quotas are essentially
open-ended, GALs are more attractive to CBI assemblers than
"regular 807". Many "regular 807" suppliers, especially those
using foreign fabric for price and other reasons, including South
Korean and U. 8. firms, are major players in the CBI.

To get back to the numbers: of the $3.4 billion in combined
"regular 807" and Special Access U. S. apparel imports from the
CBI, $2.2 billion or almost two-thirds were "regular 807". The



127

$pecia1 Access program accounted for $1.1 billion in apparel
imports, roughly only 26 percent.

One final number should be mentioned, reported U. S. apparel
exports to the CBI, distorted as they are for reasons mentioned
earlier. 1In the year ending September 1994, U. S. apparel exports
were reported to be just under $2 billion. This figure should be
increased by about 20 percent to account for the CBI assembly
labor, bringing the total $2.3 billion, $1 billion less than total
of CBI apparel exports to the U. S. under the two programs.

Given the 1lack of hard government data, it is a reasonable
approximation to say that at least the $1 billion in CBI apparel
exports came from South Korean and other non-hemisphere companies.
South Korean companies play a major role in the Caribbean apparel
industry. They are also major beneficiaries of the program. How
much fraud, which would further increase the Korean share, is
involved in mislabelling and misreporting is difficult to say. We
know from Customs testimony before committees of the Congress that
apparel fraud is among the most prevalent.

Reported U. S. apparel imports from the CBI as a whole in the year
ending November 1994, the latest month for which data are
available, were larger than that from any single apparel exporting
nation, including China.

Assembly operations, as I have stressed throughout this testimony,
take place under the most difficult circumstances for CBI workers.
If the proposed legislation passes the Congress without provision
for worker rights and labor standards, the conditions of CBI
workers will not improve. A small native elite and U. S. and South
Korean companies will be the primary beneficiaries.
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Hundreds and thousands of U. S. apparel production jobs have been
lost as a result of trade policy. Using the Department of Commerce
formula, a $31 billion imbalance in apparel trade in 1994 should
result in a loss of 620,000 U. S. apparel jobs. The figure would
be 60,000 higher if U. S. apparel export data were corrected.

Department of Labor data on apparel production jobs are almost a
half million less than in the 1973 peak year, despite a more than
20 percent increase in population. Workers in the caribbean and
elsewhere have not benefitted from the U. S. job loss. Their wage
levels remain abysmal as do their conditions of work.

We do not seek to compete for jobs with these workers. We seek, as
I have said throughout this testimony and elsewhere, a trade policy
that would truly lift all boats, a trade policy with as much
concern for worker rights and labor standards as for profits.

At issue is not how to benefit elites in the CBI and U. S. -- and
Korean -- companies. It is how working people in the CBI and the
U. S. can improve their conditions of work and enhance their living
standards. This goes to the heart of the Committee's concern, one
I wholeheartedly share, "that it is in the national interest of the
United States to encourage the development of strong democratic
governments and healthy economies in caribbean countries.®
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Chairman CRANE. Next, Mr. Cooper.

STATEMENT OF MITCHELL J. COOPER, COUNSEL, RUBBER &
PLASTIC FOOTWEAR MANUFACTURERS ASSOCIATION

Mr. CooPER. Thank you, sir.

Mr. Chairman, the Rubber & Plastic Footwear Manufacturers
Association is the spokesman for manufacturers of most of the wa-
terproof footwear, rubber sole fabric-upper footwear and slippers
produced in this country. The short answer to the issues set forth
in the subcommittee’s announcement of this hearing is that so far
as the rubber footwear and slipper industry is concerned, NAFTA
has had absolutely no effect on CBI-beneficiary countries, nor is it
likely to have any effect in the foreseeable future.

For the year 1990, the last year when footwear with domestic
components was exempt from CBI duty-free treatment, imports
from the Caribbean of fabric-upper footwear with plastic or rubber
soles totaled 273,000 pairs. In 1991, the first year of duty-free
treatment, the volume more than doubled to 561,000, and in 1992,
imports of such footwear surged to 2,593,000, or by about 421 per-
cent.

For the first 9 months of 1994 alone, imports of this footwear
from the Caribbean amounted to 6,546,000 pairs, of which
6,540,000 came from the Dominican Republic. In short, when we
speak of the CBI and its impact on domestic rubber footwear and
slipper production, we are speaking about one country, the Domini-
can Republic.

When one recognizes that most rubber footwear duties range
from 20 percent to in excess of 60 percent, it is no wonder that the
%:anting of duty-free treatment to the Dominican Republic, where
there are several well-established rubber footwear plants, has had
a devastating effect. It was, incidently, shortly after rubber foot-
wear duties were removed from CBI exports to this country that
Carter Footwear, a reputable and highly successful manufacturer
of low-end casual footwear, closed its factory in Jasper, Ga., fired
its approximately 200 employees, and expanded its operations in
the Dominican Republic.

The average unit value of fabric-upper, rubber sole footwear from
the Dominican Republic for the first 9 months of 1994 was $2.19,
which will give you some idea of the kind of competition faced by
domestic manufacturers of low-end rubber footwear.

In each of the past 3 years, legislation was introduced in both
Houses which would reinstate dutiable treatment on all footwear
from the Caribbean. In each of those years, this subcommittee de-
clined to hold a hearing, but such legislation was nonetheless
passed by both Houses at the end of the 1992 congressional session
and was included as part of that year’s tax bill. President Bush,
however, then vetoed that tax bill.

To put this matter in perspective, you should be aware of the
facts that this labor-intensive, import-sensitive industry did not
have its duties cut in the Kennedy or Tokyo rounds of multilateral
negotiations, had but minimal cuts in the Uruguay round, was one
of the very few industries granted a 15-year phaseout from
NAFTA, and is exempt from GSP duty-free treatment. Despite its
relatively high duties, imports of fabric-upper footwear with rubber
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or plastic soles took 83 percent of our domestic market in 1993, and
imports of waterproof footwear took 36 percent.

We recognize the difficulty of turning the clock back. We do ask
that you give the kind of serious consideration to the import prob-
lems of this industry that has been given for the past 30 years by
both Republican and Democratic administrations in an effort to
help the survival of what is left of domestic rubber footwear and
slipper production.

pr you really want to have NAFTA parity between the Caribbean
and Mexico, you will amend H.R. 553 so as to restore duties on all
rubber footwear from the Caribbean and then commence a 15-year
phaseout of such duties. In the alternative, we would ask that you
permit the continuation of duty-free treatment on the current vol-
ume of rubber footwear imports from the Caribbean, but that you
restore the full duty on all rubber footwear in excess of that vol-
ume.

We prefer to believe that it is not the policy of this subcommittee
to increase employment in the Dominican Republic at the direct ex-
pense of employment in domestic rubber footwear and slipper
plants. I regret to say, however, that if H.R. 553 passes in its
present form, that is likely to be the consequence so fgr as this in-
dustry is concerned.

Chairman CRANE. Thank you, Mr. Cooper.

[The prepared statement and attachments follow:]
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TESTIMONY OF MITCHELL J. COOPER
RUBBER & PLASTIC FOOTWEAR MANUFACTURERS ASSOCIATION

The Rubber and Plastic Footwear Manufacturers Association
(RPFMA) is the spokesman for manufacturers of most of the
waterproof footwear, rubber scole fabric-upper footwear and
slippers produced in this country. The names and addresses of
the Association’s members appear on Appendix I.

The short answer to the issue set forth in the Committee’s
announcement of this hearing is that, so far as the rubber
footwear and slipper industry is concerned, NAFTA has had
absolutely no effect on CBI beneficiary countries, nor is it
likely to have any effect in the foreseeable future.

For the year 1990, the last year when footwear with domestic
components was exempt from CBI dut'-free treatment, imports from
the Caribbean of fabric upper foot.ear with plastic or rubber
soles totalled 273,000 pairs. In 1991 the first year of duty-
free treatment, the volume more than doubled to 561,000 and in
1992, imports of such footwear surged to 2,593,000 or by about
421%. For the first nine months of 1994 alone, imports of this
footwear from the Caribbean amounted to 6,546,000 pairs, of which
6,540,000 came from the Dominican Republic. In short, when we
speak of the CBI and its impact on domestic rubber footwear and
slipper production, we are speaking about one country - the
Dominican Republic.

When one recognizes that most rubber footwear duties range
from 20% to in excess of 60%, it is no wonder that the granting
of duty-free treatment to the Dominican Republic, where there are
several well-established rubber footwear plants, has had such a
devastating effect. It was, incidentally, shortly after rubber
footwear duties were removed from CBI exports to this country
that Carter Footwear, a reputable and highly successful
manufacturer of low-end, casual footwear, closed its factory in
Jasper, Georgia, fired its approximately 200 employees and
expanded its operations in the Dominican Republic.

The average unit value of fabric upper, rubber soled
footwear from the Dominican Republic for the first nine months of
1994 was $2.19, which will give you some idea of the kind of
competition faced by domestic manufacturers of low-end rubber
footwear.

In each of the past three years, legislation was introduced
in both Houses which would reinstate dutiable treatment on all
footwear from the Caribbean. 1In each of those years, this
Comnittee declined to hold a hearing, but such legislation was
nonetheless passed by both Houses at the end of the 1992
Congressional session and was included as part of that year’s tax
bill. President Bush, however, then vetoed that tax bill.

To put this matter in perspective, you should be aware of
the facts that this labor-intensive, import-sensitive industry
did not have its duties cut in the Kennedy or Tokyo Rounds of
multilateral negotiations, had but minimal cuts in the Uruguay
Round, was one of the very few industries granted a fifteen-year
phaseout from NAFTA and is exempt from GSP duty-free treatment.
Despite its relatively high duties, imports of fabric upper
footwear with rubber or plastic soles tock 83% of our domestic
market in 1993 and imports of waterproof footwear took 36%.

We recognize the difficulty of turning the clock back. We
do ask that you give the kind of serious consideration to the
import problems of this industry that has been given for the past
30 years by both Republican and Democratic Administrations in an
effort to help the survival of what is left of domestic rubber
footwear and slipper production.

If you really want to have NAFTA parity between the
Caribbean and Mexico, you will amend HR.553 so as to restore
duties on all rubber footwear from the Caribbean and then
commence a fifteen-year phaseout of such duties. In the
alternative, we would ask that you permit the continuation of
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1mports from the Caribbean but that you restore the full duty on
all rubber footwear and slipper imports from the Caribbean in
excess of that volume.

We prefer to believe that it is not the policy of this
Committee to increase employment in the Dominican Republic at the
direct expense of employment in domestic rubber footwear and
slipper plants. I regret to say, however, that if HR.553 passes
in its present form, that is likely to be the consequence so far
as this industry is concerned.
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APPENDIX I

(February 10,

American Steel Toe Co.
P.O. Box 959
S. Lynnfield, MA 01940-0959

Converse, Inc.

One Fordham Road

North Reading, MA 01864
Draper Knitting Co., Inc.
28 Draper Lane

Canton, MA 02134

Frank C. Meyer Co.
585 South Union Street
Lawrence, MA 01843

Genfoot America, Inc.
The 01d South Building
11th Floor

294 Washington Street
Boston, MA 20108-4675

Gitto Global Corp.

140 Leominster-Shirley Road
Gianna Park

P.O. Box 318

Lunenburg, MA 01462

Hudson Machinery Worldwide
Hudson Industrial Park
P.O. Box 831

Haverhill, MA 01831

Kaufman Footwear Corporation
700 Alicott Street
Batavia, NY 14020

SO ON
1994)

Kaumagraph, Inc.
P.O. Box 632
525 W. South Street

Kennett Square, PA 19348

LaCrosse Footwear,
P.0O. Box 1328
LaCrosse, WI 54602-1328

Inc.

New Balance Athletic Shoe,
38 Everett Street
Allston, MA 02134

Norcross Footwear, Inc.
9300 Shelbyville Road
Suite 300

Louisville, KY 40222

S. Goldberg & Co., Inc.
20 East Broadway
Hackensack, NJ 07601-6892

Spartech Franklin
113 Passaic Avenue
Kearney, NJ 07032

Supreme Slipper Manufacturing

Company, Inc.
P.O. Box 1376

Lewiston, ME 04240

Tingley Rubber Corporation
P.O. Box 100
S. Plainfield, NJ 07080
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APPENDIX II
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APPENDIX III

R W : U, uctio i t i xports

1989-93 and by quarters, 1993-94

Tabie &

Rubber footwear: U.S. production, imports for consumption, exports of domestic merchandise, and app: ent consumption,
1989-93 snd by quarters, 1993-94
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Note.--Becsuse of rounding, figures may not add to totals shown.

Source: Campiled by the U.S. [nternationgl Trede Cammission from officisl statistica of the U.S. Oepirtment of
Comnerce.
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APPENDIX IV

PRODUCTION EMPLOYMENT

{in thousands)

RUBBER AND PLASTIC FOOTWEAR

1973 26.3 1984 14.0
1974 25.3 1985 10.9
1975 22.3 1986 9.2
1976 21.6 1987 9.3
1977 20.9 1988 9.7
1978 21.0 1989 9.2
1979 19.9 1990 8.9
1980 1.8 1991 8.8
1981 19.0 1992 8.9
1982 16.2 1993 8.9
1983 14.1
(in thousands)
SLIPPERS

1973 10.2 1984 6.0
1974 9.7 1985 5.1
1975 7.8 1986 4.4
1976 7.2 1987 4.7
1977 7.2 1988 4.6
1978 7.5 1989 4.2
1979 7.1 1990 3.7
1980 7.5 1991 3.5
1981 8.2 1992 3.2
1982 7.5 1993 2.6
1983 6.5
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Chairman CRANE. Mr. Mason, before you speak, I would like to
defer to our distinguished colleague from your neck of the woods,
Mr. Payne.

Mr. PAYNE. Thank you very much, Mr. Chairman.

I wanted to introduce my constituent, Tom Mason. Tom and his
dad, Sid, have built a business in Rocky Mount, Va., the Virginia
Apparel Corp. It is a well-run business, I have been there several
times. Not only does it make good products for their customers, but
they do a really good job for the people who work there, providing
wages and benefits, including health insurance, to more than 250
people, mostly women and minorities, in their area of my district
and in rural Virginia.

There are few, if any, opportunities for these folks in the event
that Virginia Apparel 1s not successful, and Tom has been fighting
a good fight.

I am pleased that you are here with us today to tell us about
your company.

STATEMENT OF THOMAS W. MASON, PRESIDENT AND CEO,
VIRGINIA APPAREL CORP., ROCKY MOUNT, VA.

Mr. MAsoON. Thank you.

Thank you, Mr. Chairman, thank you, Congressman Payne. I
have been sitting here since 11 o’clock this momin%ltrying to figure
out what makes me different from everybody else that has testified
here today. Aside from the fact that as an opponent, complete oppo-
nent of H.R. 553, I don’t have a whole lot of allies. But in looking
at the list, most everybody here today represents a trade associa-
tion or a union or a government entity. The biggest single dif-
ference between them and me is they have never been personally
responsible and accountable for meeting a payroll, and the failure
to meet a payroll.

Prefacing that, I would like to start and tell you a little bit about
Virginia Apparel. We are an apparel contractor, and we are located
in Franklin County, Va., which is a rural agricultural area of
southwest Virginia. This company was started in 1971 by my fa-
ther, and I have been with him for over 20 years.

Ninety percent of our employees are women, and 50 percent of
these women are the sole source of income for their families. Be-
tween 20 percent of our employees are African-Americans and 3
percent are of other ethnic origins.

Our average hourly pay is over $7.50 an hour, but with the
bonus programs and the additional group incentives that we have,
we have many employees that earn over $9 an hour, considerably
more than the minimum wage with which our industry is most
often associated.

At our company, we also pay for vacations, holidays, health in-
surance, life insurance, and retirement plans. In fact, our wage and
benefit package is equal to or better than anyone else in our area.
We also spend hundreds of thousands of dollars each year to cover
the cost of social security, workmen’s compensation, unemployment
taxes, and many other programs that our competitors in the Carib-
bean Basin and Latin America do not have to worry about.

Yet in the advisory that was sent to me regarding H.R. 553, it
states, if the consequences of NAFTA on the Caribbean are not ad-
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dressed, the resulting economic instability in the region threatens
the future of democratic governments there. What has happened to
the concern for the resulting economic instability put on the dis-
placed American apparel worker when their jobs are gone?

This bill to me appears to be no more than a foreign aid package
that is being funded by American apparel workers. This bill will
cost jobs. It will cost thousands of jobs, and this subcommittee can-
not guarantee that the thousands of dislocated workers will find
comparable employment, if they find employment at all.

American apparel contractors and their employees are already at
a competitive disadvantage to the Caribbean Basin and Latin
American countries due to 807 and 807(a). These programs, plus
guaranteed access levels, which offer unlimited quotas of goods
made of U.S. fabric, contribute to this competitive disadvantage.
Additionally, under H.R. 553, CBI nations will have substantial ex-
ceptions for apparel made with imported fabric.

As I see it, putting the mechanisms in place that would allow
CBI beneficiaries to achieve NAFTA parity and subsequent NAFTA
accession would raise the current competitive disadvantage we face
to an insurmountable level. This bill is essentially a unilateral gift
of American jobs. Even for the countries that could possibly absorb
some of our products, there is not the slightest benefit of reciprocal
considerations for the United States.

I have been in the Dominican Republic and I have had conversa-
tions with retailers in Central America, and there are minimal
markets there at best. In all seriousness, how much product do we
really think we can sell to Haiti, Belize, and the Grenadians as far
as quality apparel is concerned?

But let’s suppose for a moment that some of these countries did
develop a midd?e class capable of purchasing American-made prod-
ucts. This bill, in its present form, gives these countries the right
to control, even cut off, all exports from the United States, while
maintaining full access to U.S. markets. It just does not make
sense to pass legislation that has so little protection for the jobs
and well-being of the workers in America.

The American apparel industry is disappearing and our govern-
ment seems intent on making sure that it does. But please think
on this: The U.S. textile and apparel industry is second only to
steel in importance to national defense. It provides some 10,000
items for military use.

For Operation Desert Storm alone, it produced and provided 5.2
million pairs of pants, 5.2 million coats, 750,000 camouflage helmet
covers, 400,000 field jackets, in addition to thousands of tents and
sandbags, to name only a portion of the items required by the U.S.
military.

Of the 5.2 million pairs of pants provided for Desert Storm, 10
percent or 500,000 were produced by my company. The plant that
produced those pants located in Blac{(stone, Va., employed 200 peo-
ple. Over 70 percent of them were minorities. That plant is now
closed due to defense cuts and increased competition from CBI and
Latin American countries.

I am here representing 260 people of Virginia Apparel Corp.
These people are motivated, productive, and proud. All they want
is the opportunity to keep the opportunities that we have provided
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for them. They want the security of knowing that their job is not
going to be taken away from them.

Even if our employees could be retained to be productive in
southwest Virginia, it would be virtually impossible to relocate 260
people in any industry. I ask you to look at that; I ask you to con-
sider them, and I thank you for the great privilege that I have had
here today.

Chairman CRANE. Thank you, Mr. Mason.

[The prepared statement follows:]
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Thomas W. Mason
Testimony Before The
House Ways & Means Subcommiittee on Trade
Re: HR533 Caribbean Basin Trade Security Act
February 10, 1995

My name is Thomas Mason and | am President & CEO of Virginia Apparel
Corp. in Rocky Mount, Virginia. | sincerely appreciate the opportunity to submit
my testimony to the House of Representatives Ways and Means Subcommittee
on Trade, regarding the Caribbean Basin Trade Security Act or HR553. To
actually be a part of the process of government is a privilege that comes from the
very essence of what makes America the greatest country in the world and a
privilege for which | am truly grateful.

Virginia Apparel Corp. is a family owned apparel contractor employing 260
people in a rural area of southwest, Virginia. In 1971 my father, Sid Mason, left
the security of a high profile, high paying job with a large multinational corporation
to pursue the "American Dream"; the dream of being an entrepreneur, risking it
all because he believed that there was a better way and that he could make a
difference. He did make a difference and when he retired in 1993 he retired a
wealthy man - not in a monetary sense, for when he retired he was drawing the
same salary as he drew in 1971. My father’s wealth was a result of the lives he
touched, the people he helped, the jobs he provided.

| have spent twenty years helping my father. With his retirement it became
my responsibility and my desire to continue the pursuit of that dream. But, this
government, with its current position on trade, is taking that dream away. The
very focus of this hearing demonstrates the attitude this government has on the
American dream and American jobs. According to Advisory No. TR-2 from the
Committee on Ways and Means, Subcommitiee on Trade, H.R. 553 was
introduced to "ensure that the Caribbean Basin is not adversely affected by
implementation of NAFTA..." What about seeing that American jobs are not
adversely affected by the "Caribbean Basin Security Act"? American apparel
contractors are already at a competitive disadvantage to Caribbean Basin and
Central American countries due to 807 and 807(A). These programs aiready give
CBI countries generous access to domestic apparel markets, especially the "gals”
or guaranteed access levels which offer unfimited quota to goods made of U.S.
produced fabric.

Additionally, under HR553, CBI nations have substantial exceptions for
apparel made with imported fabric. In fact, under current law, and especially with
the addition of this bill, it would be more economically advantageous for Virginia
Apparel Corp. and me, as its owner, to have all of its product made in the
Dominican Republic or Honduras or Costa Rica or Barbados. What about the
260 employees, most of whom would lose their job if | followed through with that
logic? Who wili fook after them? Who will provide themn with jobs? Wilt anyone
on this committee come to Virginia, look my people in the eye and guarantee
them a comparable job in the event | move my production operation to Latin
America? Most domestic apparel contractors are not large enough to be able to
take advantage of the Caribbean as a production source, even if they wanted to.
They will be thrown into competition with larger companies and with foreign
companies operating in the Caribbean which will further erode domestic
production, especially at the smaller company level. Putting the mechanisms in
place that would allow CBI beneficiaries to achieve NAFTA parity and
subsequent NAFTA accession would raise the current competitive
disadvantage we face to an insurmountable level. | believe that this
legislation, in combination with NAFTA and GATT, will mean certain death
for the American apparel contractor.

Perhaps, | should explain the difference between apparel manufacturer
and contractor. The manufacturer is someone who sells a finished product to an



140

end user, such as a retailer. They are the brand names, the big labels such as
Polo, Guess, Liz Claiborne and Dockers. The contractor is someone who sells
labor to the manufacturer and does the actual making of the garments.
Manufacturers compete against each other for space in the retailer’s store.
American contractors compete against contractors all over the world for the
chance to make product for the manufacturer. The manufacturer's competitors
force him to sell his product for the lowest price he can, and since labor can
account for up to 40% of his costs, he is compelled to look for the cheapest
source of labor he can find. A careful examination of wage and benefit costs in
most Caribbean and Latin American countries compared to wage and benefit
costs in the U.S. make an obvious case against having apparel made in this
country. Even manufacturers that own their own plants, such as Levi Straus and
Lee Apparel, are moving production south of the border and off shore at the
expense of their own domestic facilities.

Virginia Apparel is located in Franklin County a rural, agricultural area of
southwest Virginia. 90% of our employees are women and 50% of these women
are either the primary or only source of income for their family. 20% of our
employees are black and 3% are of other ethnic origin. Our base rate of pay is
$5.60 per hour. Itis driven by healthy competition for labor between the
industries in our area. However, we add individual incentives and group
incentives on top of base pay which makes our average hourly pay $7.58 per
hour. With our bonus program, we have many employees that earn over $9.00
per hour, considerably more than minimum wage with which we are associated
with most of the time. We also pay for vacations, holidays, health insurance, life
insurance, and retirement plans. This wage and benefit package is equal to or
better than anyone else in the area. We try very hard to make sure that our
employees are given every opportunity to eam a decent living and are taken care
of. We also spend hundreds of thousands of dollars each year to cover the cost
of Social Security, workman's compensation, unemployment taxes and many
other programs for which our competitors in the Caribbean and Latin America
have no concem at all. Yet the advisory states, "If the consequences of NAFTA
on the Caribbean are not addressed, the resulting economic instability in the
region threatens the future of democratic governments there.” Dear God! What
has happened to the concern for the resulting economic instability put on
displaced American apparel worker when their jobs are gone? This bill
appears to be no more than a foreign aid package that is being funded by
American apparel workers. Why not simply send money and save domestic
dislocation costs? This bill will cost jobs - thousands of them! And not one
of you on this subcommittee can guarantee that the thousands of
dislocated workers will find comparable employment, if they find
employment at all.

Advisory No. TR-2 also states that, since its inception in 1990, the CBI
Program has, "served as a textbook example of the job-creating effects of
promoting increased trade. U.S. exports to the Caribbean Basin grew from $5.8
billion in 1983 to $12.3 billion in 1993." If you examine these figures more closely,
| believe that you will find that, at least, two-thirds of apparel exports to the
Caribbean and Latin American countries were cut parts that were then sewn
together and then imported back into the U.S. Additionally, during 1990 and early
1991, a total of 56 textile plants and 45 apparel facilities in the U.S. were closed.
In fact, 560,100 jobs have been lost in the U.S. textile and apparel sectors
since 1979 for a net decrease of 26%. This number also accounts for 20.1%
of all manufacturing jobs were lost during that time. That is an average of
35,000 jobs per year!* Over 800 apparel jobs were lost in 1994 in my own
Congressional District. Of those, over 700 were lost because the company could
no longer compete in the product line produced in those plants. Looking at
these figures, how can anyone possibly believe the CBI program has been,
“a textbook example of the job-creating effects of promoting trade?"
Whose jobs are we talking about?
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This bill is essentially a unilateral gift of American jobs. Even for the
countries that could possibly absorb some of our products there is not the
slightest benefit of reciprocal concessions for the U.S. t have been to the
Dominican Republic and | have had conversations with retailers in Central
America and there are minimal markets there, at best. And in all seriousness,
how much product do we really think we will sell to Haiti, Belize, and the
Grenadines? Let's suppose, for a moment, that some of these countries did
develop a middle class capable of purchasing American made products. This bill,
in its present form, gives these countries the right to control, even cut off, all
exports from the U.S. while maintaining full access to U.S. markets. It just
doesn't make sense to pass any legisiation that has so little protection for the jobs
and well-being of the workers of America.

The American apparel industry is disappearing and our government seems
intent on making sure that it does. But, please, think on this: the U.S. textile and
apparel industry is second only to steel in importance to national defense. 1t
provides some 10,000 items for military use. For "Operation Desert Storm,” it
provided 5.2 million pair of pants, 5.2 million coats, 750,000 camouflage heimet
covers and 400,000 field jackets in addition to thousands of tents and sand bags,
to name only a portion of the items ordered by the U.S. military .* Of those 5.2
million pairs of pants, 500,000, aimost 10%, were produced by my company. The
plant that produced those pants employed 200 people. |tis now closed because
of defense cuts and increased competition from CB! and Latin American
countries.

Part of the logic behind NAFTA was that, because of the size of Mexican
and Canadian markets far more jobs would be created in the U.S. than lost. | do
not agree with that argument but | admit that there is reason to think that it could
be true. But, that is not the case here. Ladies and gentlemen, | implore you to
carefully consider the ramifications of what you are about to do. HR553 is
wrong! Yes, it is about jobs. But, jobs can not be considered in terms of
numbers. Jobs are people! This is about people.

Look at me! | am a simple businessman who, like my father before me,
has worked all of my adult life trying to run a business that produces the finest
quality apparel in the world and provides good employment opportunities for the
people of Franklin County, Virginia. 1 am here representing the 260 employees of
Virginia Apparel Corp. But, | am also here representing the thousands of apparel
workers all over America. They are my people, they are your people. They are
human beings with families and needs. Many of them have never worked in any
other type of job, nor do they wish to. Many have spent their entire working life in
the apparel industry, which in many cases has been with us. Most do not want to
be retrained for some other type of job because it may mean taking a pay cut
while they are ieaming or they may be forced into a job they do not like. Many,
due to age and ability, could not be trained to do something else. These are
motivated, productive and proud people. All they want is to keep the
opportunities they have and the security of knowing that their job is not going to
be taken away from them. Even if all of our employees could be retrained to be
productive, in southwest Virginia it would be impossible to relocate 260 people in
any industry!

Please, stop looking at the effect your decisions will have on the people of
other countries and focus on the effect your decisions will have on the individuals
and families right here in America. If you do, then | am sure that you will see that
this bill, HR553, is wrong!

Thank you again, for the privilege that you have given me today!

*Provided by Crafted With Pride and the U.S.A. Councll
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Chairman CRANE. Mr. Hall.

STATEMENT OF ROBERT P. HALL III, VICE PRESIDENT,
GOVERNMENT AFFAIRS COUNSEL, NATIONAL RETAIL
FEDERATION

Mr. HaLL. Good afternoon, Mr. Chairman and Mr. Payne. I am
Robert Hall, vice president, Government Affairs Counsel of the Na-
tional Retail Federation, and I am pleased to have the opportunity
today to testify in support of H.R. 553, the Caribbean Basin Eco-
nomic Security Act.

The Federation is the Nation’s largest trade group which speaks
for the retail industry. We represent the entire spectrum of retail-
ing from mass merchandisers, to specialty stores, to discount
stores, to department stores, to mom and pop small, independent
retailers. Qur Federation represents over 30 national retail associa-
tions and all 50 State retail associations. Qur membership rep-
resents over 1.5 million retail establishments, employs 20 million
Americans, and registered sales in excess of $2 trillion in 1994.

Mr. Chairman, the Federation supports H.R. 553 because it of-
fers a significant opportunity to correct the deficiencies of both the
Caribbean Basin Initiative (CBI) program and also the NAFTA tex-
tile apparel provisions. We also support your legislation because it
includes TPL preferences.

History has shown us that past efforts to liberalize world trade
have been crippled by restrictive rules of origin, particularly in re-
gard to the NAFTA and to last year's implementation of the GATT
agreement. A rule of origin that is not commercially useful is of no
benefit to American retailers and importers and the consumers we
serve.

With increasing frequency, the United States has set out to liber-
alize world trade and to reduce trade barriers only to see those
benefits evaporate, and the details are drafted, particularly, the
rules of origin that define which products will quaFify for trade lib-
eralization. Restrictive rules of origin have narrowed, complicated,
or even erased the benefits of trasle agreements affecting apparel
trade, including the NAFTA, and most recently, the Uruguay round
agreement.

In the case of the NAFTA, we originally expected that the
NAFTA tariff and quota reductions would provide sufficient incen-
tive for U.S. importers to shift sourcing to the region from coun-
tries outside North America. But negotiators subsequently devised
a very complicated yarn-forward rule of origin to prescribe which
textile and apparel products would receive NAFTA’s tariff and
quota benefits.

This rule of origin generally requires the beneficiary apparel
products to be made both of yarn and fabric that was made in
North America. In many cases, the yarn and fabric required is not
available from U.S. or North American suppliers and importers,
therefore, must continue to source that apparel product from non-
North American suppliers.

Had the rule of origin been less restrictive, importers could have
arranged the requisite fabric to be shipped to Mexico for fabrication
and import to the United States, allowing the apparel product to
qualify as a NAFTA product. Alternately, U.S. importers could
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have brought the foreign fabric into the United States for manufac-
ture and exportation to Canada.

Moreover, we have seen as a rule of origin becomes more com-
plicated, the greater the recordkeeping requirements for retailers,
importers, angrmanufacturers. At some point, the burden becomes
too great, both in terms of expense and risk of error. NAFTA then
is no longer a commercially viable benefit and sourcing from non-
NAFTA suppliers continues.

Most recently, Congress approved legislation to implement the
Uruguay round agreement, which will gradually phase out long-
standing U.S. quotas on textile and apparel products. However, in-
cluded 1n the implementing legislation is a change in the current
rules of origin which becomes effective after the quota phaseout
process has begun. This rule of origin change will disrupt apparel
trade, which was clearly the intent of advocates, and will render
numerous apparel product levels inadequate.

It will complicate apparel sourcing and increase the cost of im-
porting, and erase one clear benefit of the agreement’s textile and
apparel provisions: more flexible sourcing alternatives and, con-
sequently, it will lower prices for consumers.

ith this legislation, Mr. Chairman, you have clearly made an
effort to draft a parity bill that will be genuinely useful to CBI
countries. Your bill offers an important avenue to incorporate a
commercially useful rule of origin and will provide benefits to the
CBI countries and to U.S. consumers and retailers.

We look forward to working with you and the members of this
subcommittee to ensure that this legislation incorporates such a
rule of origin.

Chairman CRANE. Thank you, Mr, Hall.

[The prepared statement follows:]
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NATIONAL RETAIL FEDERATION

STATEMENT OF ROBERT HALL, VICE PRESIDENT
GOVERNMENT AFFAIRS COUNSEL

Good morning, Mr. Chairman, I am Robert Hall, Vice President, Government
Affairs Counsel, at the National Retail Federation (the "Federation"). I am pleased
to have the opportunity to appear before you today in support of H.R. 553, The
Caribbean Basin Economic Security Act.

The Federation is the nation's largest trade group which speaks for the retail
industry. It represents the entire spectrum of retailing, from mass merchandisers
and specialty stores to department stores and "mom and pop" small, independent

retailers. The Federation also represents over 30 national retail associations and

all 50 state retail iations. Qur membership represents an industry that
encompasses over 1.5 million retail establishments, employs more than 20 million
people, and registered sales in excess of $2 trillion in 1994.

Mr. Chairman, the Federation supports H.R. 553 because it offers a
significant opportunity to correct the deficiencies of both the Caribbean Basin
Initiative (CBI) and the North American Free Trade Agreement's (NAFTA) textile
and apparel provisions.

History has shown us that past efforts to liberalize world trade have been
crippled by restrictive rules of origin, particularly in regard to the NAFTA and last
year's implementation of the GATT Agreement. A rule of origin that is not
commercially useful is of no benefit to American retailers and importers and the
consumers we serve.

With increasing frequency, the United States has set out to liberalize world
trade and reduce trade barriers only to see those benefits evaporate as the details of
that liberalization are drafted, particularly the rules of origin that define which
products will qualify for trade liberalization. Restrictive rules of origin have
narrowed, complicated, or even erased the benefits of trade agreements affecting
apparel trade, including the NAFTA and, most recently, the Uruguay Round
Agreement.

In the case of the NAFTA, we originally expected that NAFTA’s tariff and
quota reductions would provide sufficient incentive for U.S. importers to shift
sourcing to the region from countries outside North America. But negotiators

subsequently devised a complicated “yarn forward” rule of origin to prescribe which

The World's Largest Retall Trade Assoctation
.

Uberty Place. 325 Tth Street NW, Suite 1000
Washington, DC 20004
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textile and apparel products would receive NAFTA's tariff and quota benefits. This
rule of origin generally requires the beneficiary apparel products to be made from
both yarn and fabric that was made in North America. In many cases, the yarn or
fabric required to make an apparel product is not available from North American
suppliers, so U.S. importers must continue to source that apparel product from non-
North American suppliers. Had the rule of origin been less restrictive, importers
could have arranged for the requisite fabric to be shipped to Mexico for fabrication
and eventual exportation into the United States, allowing the apparel product to
qualify as a NAFTA product. Alternatively, U.S. importers could have brought the
foreign fabric into the United States for manufacture and exportation to Canada.

Moreover, as the rule of origin becomes more complicated, the greater the
record-keeping requirements for importers and manufacturers. At some point, the
burden becomes too great, both in terms of expense and risk of error. NAFTA then
is no longer a commercially viable bepefit and sourcing from non-NAFTA suppliers
continues.

Most recently, Congress approved legislation to implement the Uruguay
Round Agreement, which will gradually phase out longstanding U.S. quotas on
textile and apparel products. However, included in the implementing legislation is
a change in the current rules of origin which becomes effective after the quota
phase-out process has begun. This rule of origin change will disrupt apparel trade ~
clearly the intent of its advocates -- and render numerous apparel product quota
levels inadequate.! It will complicate apparel sourcing, increase the costs of
importing, and erase the one clear benefit of the Agreement’s textile and apparel
provisions: more flexible sourcing alternatives and, consequently, lower prices for
consumers.

With your legislation Mr. Chairman, you have clearly made an effort to draft
a parity bill that will be genuinely useful to CBI countries. Your bill offers an
important avenue to incorporate a commercially useful rule of origin that will
provide benefits to the CBI countries and to U.S. consumers and retailers. We look
forward to working with you and members of the committee to ensure that this

legislation incorporates such a rule of origin.

1 Current U.S. quota levels are based on trade pattemns that prevailed in 1894, when U.S.
rules of origin generally dictated that the country of origin is the country in which the apparel
product was cut. The new rule of origin for apparel will generally dictate that the country of
origin is that country where the apparel product is bled. Therefore, many quota levels for
panticular countries will be too small after the United States adopts the new rule of origin.
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Chairman CRANE. Mr. Isaac.

STATEMENT OF CHANDRI NAVARRO-BOWMAN, EXECUTIVE
DIRECTOR, UNITED STATES APPAREL INDUSTRY COUNCIL,
AS PRESENTED BY BILL ISAAC, PRESIDENT, TEXAS APPAREL
COMPANY, DIVISION OF SALANT CORPORATION; MEMBER,
UNITED STATES APPAREL INDUSTRY COUNCIL

Mr. Isaac. Mr. Chairman, Mr. Payne, my name is Bill Isaac, I
am the president of Texas Apparel Company, a division of Salant
Corporation, a multinational apparel company with substantial
U.S. and CBI production operations. I am here today as an execu-
tive board member of the United States Apparel Industry Council,
also known as USAIC.

USAIC wholeheartedly supports H.R. 553, the Caribbean Basin
Trade Security Act, and urges you to promptly approve this bill.

USAIC is a national trade association representing the major
U.S. apparel companies importing apparel from Central America,
Mexico, and the Caribbean. USAIC was formed in June of 1986 to
address the concerns of American multinational apparel companies
involved in twin-plant apparel production, which involves the off-
shore assembly of U.S. components. USAIC-member companies in-
clude Haggar, Levi Strauss, Sara Lee, Oxford, Salant, Wrangler,
Bend and Stretch, Colonial, Greenwood Mills, OshKosh B Gosh,
Phillip Van Heusen, 'I‘ropicai Garment, Umbro USA, among others.

USAIC supports H.R. 553's CBI parity provisions. This bill will
restore tariff equalization between CBI and Mexican apparel oper-
ations. Moreover, the provisions of this legislation would act as a
bridge to the conclusion of free trade agreements with the CBI
countries.

The CBI represents a permanent commitment by the United
States to the countries of the region to encourage U.S. investment
and U.S.-CBI trade. As a result of the quota preferences according
CBI countries, U.S. apparel companies have expanded investment
in assembly operations in these countries.

This has lowered average costs and enabled the U.S. apparel in-
dustry to compete more effectively with foreign competition while
providing a source of stability in the CBI region.

I, too,%lave to make a payroll, and I can tell you that were it not
for NAFTA and the CBI, we would be losing jobs today to the Far
East. The CBI and NAFTA have allowed us to do cost averaging,
whereby we were able to save jobs in the United States and keep
these people working.

However, the tariff benefits gained by Mexico under the NAFTA
threaten to derail the progress made by the CBI program. Trade
figures since the implementation of N A for the first 11 months
of 1994 show that NAFTA creates a disincentive to new and ex-
panded investment in the CBI region.

Growth in Mexican apparel imports has far outpaced the growth
in CBI apparel imports in 1994. This provides a marked change
from the trade figures for the last 8 years.

U.S. companies have increased their operations in Mexico to the
detriment of plans to increase production in their long-established
CBI operations. This trend will only speed up as further tariff re-
ductions take place in the near future under NAFTA, placing in
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jeopardy U.S. apparel operations in the CBI, and in turn, the sta-

ility of the region’s economies. USAIC believes that the U.S. com-
mitment to CBI countries and U.S. operations in these countries
should be preserved.

The NAFTA provides preferential access to the North American
market for products that originate in the NAFTA region. Under
NAFTA, tariffs on originating textile and apparel products will be
eliminated over 10 years. Quotas were eliminated for originating
products on January 1, 1994, and will be completely eliminated in
10 years for nonoriginating goods. Also, on January 1, 1994, the
United States eliminated duties and quotas on apparel made from
U.S. formed and cut fabrics.

As the above demonstrates, there are certain benefits that
NAFTA provides to Mexican textile and apparel products which
have encouraged increased sourcing from and investing in Mexico
at the expense of the CBI. Providing equal treatment to CBI textile
and apparel imports made principally from U.S. yarn and fabric
would allow U.g. companies to remain competitive, without dis-
rupting U.S. apparel operations in the CBI, and excessively divert-
ing trade and investment to Mexico.

.R. 553 provides a short-term solution by providing tariff and
quota treatment equal to that given to Mexico, and thereby, pro-
tecting the CBI region from disruptive shifts in trade and foreign
investments, resulting from the implementation of NAFTA. It pro-
vides U.S. and local apparel companies incentives to continue in-
vesting in apparel operations in the region, which provide an im-
portant alternative to drug trafficking and a disincentive to immi-
gration to the United States.

H.R. 553 will encourage countries in the region to accelerate
their internal reforms and move to ready themselves to negotiate
free trade agreements with the United States. USAIC believes it
imperative tirat NAFTA-like benefits be immediately accorded to
textile products assembled in the region. This is necessary to mini-
mize the potential impact of NAFTA on the apparel industries in
the United States and throughout the region.

It will allow U.S. companies to continue to compete effectively in
the U.S. market and to maintain a viable U.S. apparel industry. In
so doing, the countries of the region will benefit from continued in-
vestment, furtherini economic development and political stability.

In addition, in light of the passage of the GATT Uruguay round
agreement, which calls for the elimination of long-standing quotas
on textile imports, U.S. apparel companies face a future with in-
creased competition from low-cost imports, primarily from the Far
East. H.R. 553 would permit U.S. companies to have production
both in the United States and in the CBI, lowering their average
costs and allowing them to better compete with the Far East im-
ports. Further, production in the CBI contributes to U.S. employ-
ment in textile mills, cutting facilities, trim suppliers, transpor-
tation, and other sectors which service these operations. USAIC
urges the Congress to promptly approve H.R. 553 and place U.S.
apparel operations in the CBI on an equal footing, vis-a-vis Mexico.

Thank you, Mr. Chairman.

Chairman CrRANE. Thank you, Mr. Isaac.

[The prepared statement follows:]
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STATEMENT OF CHANDRI NAVARRO-BOWMAN
EXECUTIVE DIRECTOR, UNITED STATES APPAREL INDUSTRY COUNCIL
AS PRESENTED BY WILLIAM ISAAC, PRESIDENT,
TEXAS APPAREL COMPANY, A DIVISION OF SALANT CORPORATION
MEMBER, UNITED STATES APPAREL INDUSTRY COUNCIL

The United States Apparel Industry Council (USAIC) wholeheartedly
supports H.R. 553, the "Caribbean Basin Trade Security Act”, introduced on
January 18, 1995 by Rep. Philip M. Craue (R-IL). USAIC urges prompt passage
of H.R. 553 which provides for the application of NAFTA tariff and quota
treatment to U.S. textile and apparel imports from CBI beneficiary countries.

USAIC is a national trade association representing the major U.S. apparel
companies importing apparel from Central America, Mexico and the Caribbean
under subheading 9802.00.80 of the Harmonized Tariff Schedule of the U.S.-
HTSUS ( formerly known as item 807 TSUS). USAIC was formed in June of
1986 to address the concerns of American multinational apparel companies
involved in twin-plant apparel production, involving the offshore assembly of U.S.
components. USAIC member companies include Haggar Apparel Co., Levi
Strauss & Co., Sara Lee Knit Products, Oxford Industries, Salant Corp.,
Wrangler, Inc., Bend'n Stretch, Inc., Colonial Corp., Greenwood Mills, OshKosh
B’Gosh, Phillips-Van Heusen Corp., Tropical Garment Manufacturing Co.,
Umbro-USA among others.

USAIC supports H.R. 553's enhancement of the Caribbean Basin Initiative (CBI). This
bill will restore tariff equalization between CBI and Mexican apparel operations. Moreover, the
provisions of this legislation would act as a bri-ige to the conclusion of free trade agreements
with these countries.

The CBI represents a permanent commitment by the U.S. to the countries of the region
to encourage U.S. investment and U.S.-CBI trade. In order to provide economic and political
stability to the region, and to expand trade and prosperity throughout the Americas, the United
States provides preferential treatment to imports from Caribbean and Central American
countries. As a result of the quota preferences accorded CBI countries, U.S. apparel companies
have expanded investment in assembly operations in these countries. This has lowered average
costs and enabled the U.S. apparel industry to compete more effectively with foreign
competition, while providing a source of stability in the CBI region.

However, the tariff benefits gained by Mexico under the NAFTA threaten to derail the
progress made by the CBI program. Trade figures since the implementation of NAFTA, for the
first eleven months of 1994, show that the NAFTA creates a disincentive to new and expanded
investment in the CBI region. Growth in Mexican apparel imports has far outpaced the growth
in CBI apparel imports in 1994. This provides a marked change from the trade figures for the
last eight years which show growth in CBI apparel imports at a par or above Mexican apparel
import growth levels.

U.S. apparel companies with operations in the CBI have had to reconsider their
production plans. These companies have increased their operations in Mexico to the detriment
of plans to increase production in their long-established CBI operations. This trend will only
speed up, as further tariff reductions take place in the near future under the NAFTA, placing
in jeopardy U.S. apparel operations in the CBI, and in turn the stability of the region's
economies. USAIC believes that the U.S. commitment to CBI countries and U.S. operations
in those countries should be preserved.

The NAFTA provides preferential access to the North American market for products that
originate in the NAFTA region. Under NAFTA, tariffs on originating textile and apparel
products will be eliminated over a maximum transition period of ten (10) years. Quotas were
eliminated for originating products on January 1, 1994, and will be completely eliminated in ten
(10) years for non-originating goods.

NAFTA benefits apply to textile products that, under the rules ‘of origin set forth in
Annex 401 to the Agreement, “originate™ in one of the three countries. For a garment to be
considered originating, it must satisfy the rule of origin for that specific product. For textile and
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apparel products, a "yam forward" rule of origin generally applies. This means that finished
textile and appare! products must be made from the yam stage forward in North America. The
fibers from which the yarn is made may be imported; however, the yarn must be produced, the
fabric made and the garment cut and sewn in North America.

Textile and apparel products traded among the NAFTA countries that do not conform to
the rule of origin (i.e., non-originating apparel) can receive NAFTA tariff preferences, up to
a certain limit known as a Tariff Preference Level (TPL). Once imports have reached the TPL
limit, regular tariffs will apply to any additional imports. For Mexican exports to the U.S. there
are two types of TPL. The first is for apparel which is cut and sewn in North America but is
manufactured of non-originating fabrics. The second TPL is limited to 9802 (807) merchandise

" manufactured from fourth-country yarn or fabric, cut in the U.S. and assembled in Mexico.
Certain non-originating apparel cannot qualify for entry under the TPL and must always pay full
duty, including apparel made from blue denim and oxford cloth, men's and boys’ and women’s
and girl’s cotton and man-made fiber under pants and briefs made from circular knit fabrics, and
others. All import duties on textile products traded between the U.S. and Mexico are to be
reduced to zero in three phases: January 1994; staged reductions for 6 years; or, staged
reductions for 10 years depending on the type of garment.

Upon implementation of the NAFTA, the U.S. eliminated duties and quotas on textile
and apparel products that qualified for an amended Special Regime status, i.e., goods assembled
in Mexico from fabrics wholly formed and cut in the U.S., even if they do not meet the yarn-
forward or fiber-forward rule of origin. These products enter the U.S. free of duty under U.S.
tariff item 9802.00.9000. This duty preference will be maintained even if such products have
been subject to certain finishing operations in Mexico, including stc hing, acidwashing
bleaching, garment dyeing, or permapressing before being reimported into the U.S.  All quota
and visa restrictions for eligible textile products were similarly eliminated. To qualify for this
benefit, the fabric must be woven, knit or otherwise formed in the U.S. The U.S. formed fabric
must be cut in the U.S. before exportation to Mexico for assembly.

As the above demonstrates, there are certain benefits that NAFTA provides to Mexican
textile and apparel products which have encouraged increased sourcing from and investing in
Mexico, at the expense of the CBl. Providing equal treatment to CBI textile and apparel imports
made principally from U.S. yarn and fabric would allow U.S. companies to remain competitive
without disrupting U.S. apparel operations in the CBI and excessively diverting trade and
investment to Mexico.

H.R. 553 provides a short-term solution by providing tariff and quota treatment equal to
that given to Mexico, and thereby protecting the CBI region from disruptive shifts in trade and
foreign investment, resulting from the implementation of the NAFTA. It provides U.S. and
local apparel companies incentives to continue investing in apparel operations in the region,
which provide an important alternative to drug trafficking and a disincentive to immigration to
the U.S.

H.R. 553 will encourage countries in the region to accelerate their internal reforms and
move to ready themselves to negotiate free trade agreements with the U.S. USAIC believes it
imperative that NAFTA-like benefits be immediately accorded to textile products assembled in
the region. This is necessary to minimize the potential impact of NAFTA on the apparel
industries in the United States and throughout the region. It will allow U.S. companies to
continue to compete effectively in the U.S. market and to maintain a viable U.S. apparel
industry. In so doing, the countries of the region will benefit from continued investment,
furthering economic development and political stability.

In addition, in light of the passage of the GATT Uruguay Round Agreement which calls
for the elimination of long-standing quotas on textile imports, U.S. apparel companies face a
future with increased competition from low-cost imports, primarily from the Far East. H.R. 553
would permit U.S. panies to have production both in the U.S. and in the CBI, lowering their
average costs and allowing them to better compete with Far East imports. Further, production
in the CBI contributes to U.S. employment in textile mills, cutting facilities, trim suppliers,
transportation and other sectors which service these operations. USAIC urges the Congress to
promptly approve H.R. 553 and place U.S. apparel operations in the CBI on an equal footing
vis-a-vis Mexico.
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Chairman CRANE. Mr. Payne.

Mr. PAYNE. Thank you very much, Mr. Chairman.

I don’t have any questions.

I would like to ask unanimous consent to have a letter entered
into the record, which is a letter that Congressman Spratt—and
had sent to you, Mr. Chairman, earlier this week.

Chairman CRANE. Without objection.

{The information follows:]
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Congress of the United Htates
SWashington, BC 20518

February 9, 1995

The Honorable Philip M. Crane
Chairman

Subcommittee on Trade

House Ways and Means Committee
Washington, D.C. 2051S

Dear Mr. Chairman:

We are writing to express our strong opposition to H.R. 553,
the Caribbean Basin Initiative (CBI) Parity measure, which you
recently introduced.

Like you, we support the goal of promoting economic
stability and the development of strong democracies in the
Caribbean. However, we believe that H.R. 553 is the wrong way to
accomplish this goal. The goals of the bill are more appropriate
for a foreign aid bill than for a one-way trade bill that will
cost many American textile and apparel workers their jobs.

We voted for the North American Free Trade Agreement (NAFTA)
because we believed it would lead to more American textile and
apparel jobs. By contrast, we believe H.R. 553 will cost
American jobs by encouraging apparel companies to relocate from
the United States to the Caribbean.

We find the Tariff Preference Level (TPL) provision in H.R.
553 particularly objectionable because we believe it would
eviscerate NAFTA'8 yarn-forward rule of origin. It should be
noted that the Administration wisely decided not to include TPL
in its CBI bill last year. H.R. 553 grants USTR the authority to
permit Caribbean apparel imports into our country at low NAFTA
tariff rates even if the apparel fails to meet the NAFTA yarn
forward rule of origin. This means that Caribbean manufacturers
can sell their products in the United States at low tariff rates
even when the products are made with Chinese or Korean fabric.
The bill merely requires USTR to "consult" with domestic industry
before it grants the TPL. But the measure neither establishes
any conditions before USTR grants TPL nor specifies which
products are eligible. As a result, the Caribbean countries can
flood our market with our most import sensitive products and put
thousands of Americans out of work.

Even without the TPL, we strongly oppose this bill for
several reasons.

First, it will lead to a sharp increase in Caribbean textile
imports entering the United States. The first eleven months of
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1994 saw apparel imports from CBI nations grow by 27% over the
same period in 1993, without NAFTA parity or a TPL. Over the
last five years, CBI importe of textile and apparel products have
more than doubled. 1In view of the growth of CBI imports, there
is simply no reason for the U.S. to grant unconditioned, non-
reciprocated access for CBI textile and apparel products. To
cite an example of its impact on just one product line, CBI
parity will result in the loss of those Americans who produce the
fabric used for brassiere since Caribbean brassiere will not need
to meet the yarn forward rule. CBI parity will not only cause
the loss of American jobs, it will also encourage manufacturers
to shut Mexican apparel plants and move them to those Caribbean
countries where wages are generally lower. At a time when our
nation is guaranteeing billions of dollars in Mexican debt and
the Mexican economy has experienced a free-fall, it makes no
sense to approve a measure which will hurt not just our economy,
but Mexico’s as well.

Second, this bill is really closer to "CBI disparity" than
CBI parity. While the United States would entirely eliminate
U.S. tariffs on qualified CBI apparel, CBI nations will still
have the right to impose tariffs on U.S.-made fabric. By
contrast, NAFTA required Mexico, Canada and the U.S. to eliminate
all tariffs on NAFTA-origin products. Similarly, NAFTA
required Canada and Mexico to eliminate all non-tariff barriers
on U.S. textile products. CBI parity lacks similar requirements.
Why are we now accepting an agreement lacking the reciprocity
which was so important for NAFTA?

Third, we believe that this initiative will make our current
transhipment problem significantly worse. Each year, foreign
companies and countries smuggle as much as $4 billion in
transshipped textile and apparel products across our border. By
extending duty-€free treatment for textiles to 24 additional
countries, we are creating 24 new platforms for transshippers to
smuggle goods into our country. How will Customs be able to
police this new agreement when ite manpower and resources are
insufficient to enforce existing trade agreements? While H.R.
553 states that the same "customs procedures" will apply to CBI
and NAFTA countries, does that mean the same transshipment
provisions will be required before we grant CBI nations parity
status? )

Fourth, CBI parity will cost U.S. taxpayers approximately
$772 million over five years in a loss of tariff revenue. That
figure does not include the loss of tax revenue because of
textile/apparel jobs which will flow to the Caribbean. At a time
when the Congress must find over $1 trillion in budget cuts to
balance the budget by 2002, it makes no sense for the House to
pass a trade bill which will force us to find an extra $1 billion
in spending.
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Finally, CBI, unlike NAFTA, does not open a large new
consumer market for American products. The per capita income in
most CBI nations is even lower than Mexico’s which is a fraction
of our own. This low per capita income suggests that few
Caribbean consumers earn the disposable income necessary to
purchase American products. Moreover, as we mentioned before,
CBI parity, unlike NAFTA, does not require CBI nations to open
their markets to U.S. products.

In conclusion, we believe CBI parity is a serious mistake
for our country and we urge your committee to reject it. We
would be happy to discuss with you different approaches to
promote economic development and democratic reform in the
Caribbean so long as they do not come at the expense of American

i

ayne Jr.
Member of Congres

Sincerely yours,

B,

Member of Congress
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Mr. PAYNE. I would like just for the record to say concerning the
rule of origin on the GATT, and I was one of the proponents of
that, I think what we did there was bring the rule of origin that
the United States uses into conformance with the European Com-
munity and Canada, and I felt at that time, and still do, that that
was an important thing for us to do.

Mr. Mason, I want to thank you again very much for coming and
testifying. I think that it was a very important part of the record
and I appreciate very much your being here with us today.

Mr. MasoN. I appreciate the opportunity.

Mr. PAYNE. I look forward to working with you in the future.

Chairman CRANE. I want to thank all of the panelists for their
participation. If you have further communication above and beyond
submissions for the record at this time, please forward them.

Thank you.

Our next panel is Peter Johnson, Forrest Hoglund, Dr. Anthony
Bryan, and Gilbert Sandler.

f {ou gentlemen will please come to the table.

Folks, they just sounded the bells here, so before your panel
starts, if you will excuse us for about 5 to 10 minutes, we will run
over and make this vote, and I think this is it for the day, and then
we can start without interruption.

Thank you.

[Recess.]

Chairman CRANE. I apologize, gentlemen, for this interruption.

I would like to welcome you all to the subcommittee. I want to
pay tribute to Peter Johnson, who is the executive director of Car-
ibbean/Latin American Action (CLAA). I am on the board of CLAA,
along with some other colleagues, and have worked very closely
with Peter through the years in trying to advance the Caribbean
Basin Initiative and expand it.

So I am happy to see you here, Peter. We are sorry you guys are
so late on the dais, or on the program, but we welcome your testi-
mony.

Fire away, Peter.

STATEMENT OF PETER B. JOHNSON, EXECUTIVE DIRECTOR,
CARIBBEAN/LATIN AMERICAN ACTION

Mr. JOHNSON. Thanks, Mr. Chairman, and thank you for the
compliment.

My name is Peter Johnson, executive director of this nonprofit
organization called Caribbean/Latin American Action, which is
comprised of some 120 American companies involved in the Carib-
bean and Central America and in Latin America. In fact, the man
on my right—an Enron executive—is one of them.

Beyond submitting my testimony for the record, I would like to
make maybe three very informal points, that will probably only
take 3 minutes. One is that it is very exciting for us to see the
quality of your bill, H.R. 553, which embraces all of the concepts
that we all believe in with respect to the relationship between the
United States and the Caribbean Basin.

Frankly, I would say that I am not sure that our colleagues in
the administration have really correctly assessed the depth and
breadth of the interest in the Congress as we move into 1995 for
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this kind of legislation and the qualitative relationships with these
countries.

The second point, Mr. Chairman, that I would like to make has
to do with the section of the 6-year period for working out the reci-
procity with these countries. I don’t think there are any of us in
those countries or those associations or groups that relate to them,
that would not wish to see reciprocity, both in our interests and in
theirs, as quickly as we can do it.

However, as a matter of approach, I would like to see this reci-
procity process as more of a graduation than a matriculation. I say
this because we are really speaking of countries which are very,
very different, ranging from populations of 100,000 people, up to
sophisticated societies and economies of 6 or 7 million. All of those
differences, and that unevenness, really requires a much more
careful approach, rather than insisting up front that the full meas-
ure of reciprocity across the board, IPR, market access, and so on,
be required before any further steps are taken. I think that is an
important consideration to get on the record.

The penultimate point I would make is one that has been made
so many times during the past several hours. The numbers are just
overwhelmingly persuasive, that the time has come for this kind of
legislation. Whether it is $12 billion in exports, a $2 billion trade
surplus, or 60 or 70 or 75 cents returning to the United States, or
250,000 jobs created in the United States, and on, and on, the
{mmbers are simply there. We have to respond to that sooner or
ater.

Finally, in reference to some comments made earlier—and I will
stop here—from the organized labor sector. There have indeed been
some problems in the Caribbean Basin with the labor abuse issue.
I think we ought to face that head-on.

One of the reasons, among others, I believe, that the 1994 in-
terim parity bill went down, was the fact that there were some ob-
vious labor abuses, very few, but there nonetheless were some in
the region. There are some in Los Angeles, there are some in New
York. This happens. I think the exciting thing is, however, that not
withstanding the quality of emerging governmental measures, in
the area of labor law, more important is that the companies them-
selves are following the lead from what the American firms are
doing here and have done here in the United States. They are in-
formally tying themselves together in such a way that they are ex-
amining themselves, picking out those bad apples, exposing them,
and asking for sanctions against them.

There is a clear move afoot in the region to deal with these few
labor abuse situations, and when those cases are brought to the
Congress to view, I hope that the countries will be in a condition
to bring and show to this Congress, and to this subcommittee, that
the workers’ conditions in the Central American and Caribbean re-
gion are as good as anyplace in the world, if not better.

I wish you the best of luck, and we pledge all of our support to
passing this bill with you.

Thank you.

Chairman CRANE. Thank you very much, Peter.

[The prepared statement follows:]
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Testimony of
Peter B. Johnson
Executive Director, Caribbean/Latin American Action

Subcommittee on Trade
Committee op Ways and Means
U.S. House of Representatives
February 10, 1995

Mr. Chairman, Members of the Cc

My name is Peter Johnson. I am Executive Director of Caribbean/Latin American
Action, a private, non-profit group dedicated to promoting economic development in the
Caribbean and Latin America. C/LAA is familiar to many of you, since we have worked
together frequently over the years on issues pertaining to the Caribbean Basin, but I would
like to state for the record that Caribbean/Latin American Action was founded to help
people in Caribbean Basin countries become more prosperous through the growth of trade,
investment and other business activities reflecting vigorous and progressive private sectors
and supportive public policies.

I am here on behalf of the board of trustees of C/LAA to testify in support of H.R.
553, the Caribbean Basin Trade Security Act. This is a soundly conceived and appropriately
crafted measure urgently needed to insure that countries of the Caribbean Basin do not
suffer diversion of trade and investment as a result of the implementation of NAFTA.

My testimony will make three basic points about the Crane Bill. First, doing what
the bill aims to do is good U.S. policy. Second, its provisions are exactly what is needed to
accomplish its purpose. And third, implementing it will not only be good for the Caribbean
and Central America but will be very good for the U.S. economy.

Caribbean Basin Must Not be Harmed by NAFTA
First, the soundness of the bill's purpose.

As many of you may recall, C/LAA strongly supported NAFTA, and we continue to
welcome it as a first step toward the goal of Hemispheric free trade recently endorsed by
all the nations of the Americas except Cuba. At the same time, we pointed out at the time
of the NAFTA debate, and have continued to press with growing urgency, the need to epact
simultaneous provisions extending NAFTA-equivalent trade access to the beneficiary
countries of the Caribbean Basin Initiative. To do so would not break new policy ground
but merely conform U.S. trade practice in the NAFTA era to the policy expressed in the
Caribbean Basin Initiative--a commif that Congress chose to extend indefinitely and
which therefore remains United States policy toward these pations. That commitment is to
boost their economic opportunity by giving them preferential access to the U.S. market--that
is, access on better terms than their competitors.

The effect of NAFTA is to leapfrog Mexico ahead of the Caribbean and Central
America in terms of access for a number of the region’s key export products either not
included, or not treated as advantageously, in the CBI as they are in NAFTA. The most
critical of these are apparel products; other key areas include footwear, leather goods, and
petroleum.

The CBI countries lack preferential access under the CBI for footwear, certain
leather goods, petroleum, and a few other products. They do have important special access
arrangements for some apparel products, but only those made from U.S. fabric already cut
in the U.S.. Even on these, Mexico’s terns are more advantageous. Under the 807A
program, garments assembled in the Caribbean Basin from U.S. inputs can re-enter the U.S.
free of duties on the value of the U.S. components, and free of quotas. But the counterpart
Mexican products have those quota advantages and are free of duties on the Mexican value-
added portion as well. Unlike the CBI, NAFTA also provides reduced or eliminated duties
for apparel cut in Mexico, or made from fabric that can be of Mexican, Canadian or U.S.-
origin.
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Finally, Mexico has an important concession for appare! products that do not qualify
for NAFTA origin: It provides Tariff Preference Levels (TPL's), a form of tariff-rate quota,
for products containing fabric from outside NAFTA. The TPL's would allow a certain
amount of imports to enter the U.S. at NAFTA duty rates annually, before applying the
MFN tariff to any amounts above quota. CBI countries face these higher MFN tariff levels
on all apparel products made of non-U.S. materials. This can be an important consideration
since many popular fabrics are unavailable or in short supply in the United States, and many

.S. ers and ilers procure at least some fabric from Asian sources.

The relative advantage enjoyed by Mexico threatens to divert trade and investment
from what has become one of the Caribbean Basin’s more important and most promising
sectors. Since 1988, textiles and apparel have been the leading category of CBI ineligible
U.S. imports from the CBI countries. Imports of textiles and appare! doubled from $1.5
billion in 1988 to $3 billion in 1992. By 1993 they reached $4 billion--eight times their value
in 1984 when the CBI began.

During this time Mexico has been subject to relatively high import duties on textiles
and apparel, as well to the indirect costs arising from the quantitative limits of U.S. quotas.
But now under NAFTA, import duties were removed immediately on a very high
proportion--probably more than 80 percent--of Mexican appare] exports to the U.S. The
remaining 20 percent will benefit from an accelerated implementation of free trade, with
annual duty cuts and quota liberalization which began on January 1, 1994 and will end by
the year 2000.

The adverse impact on Caribbean and Central American exporters is more than a
concern for the future; it is happening already. Trade figures for the first nine months of
1994 show that U.S. apparel imports from the CBI countries grew by only ten percent over
the first nive months of 1993, while apparel imports from Mexico during that period jumped
by 45 percent.

The Caribbean Basin faces not only loss of trade but loss of investment. Mexico's
duty-free access for 807 goods gives it a critical advantage over the CBI countries in the
intense competition for plant sites in the assembly industry. At the same time, the U.S.
manufacturer’s option to include foreign fabric in goods produced in Mexico places the
Caribbean and Central America at a disadvantage in their efforts to develop their apparel
sectors beyond assembly into more integrated production creating higher-paying and more
secure jobs. But whether a prospective investor contemplates an 807 assembly plant in a
free zone, a yarn or fabric plant using indigenous cotton, or an fully-integrated garment
manufacturing facility, attracting that investor to the Caribbean Basin has become a much
barder task in the NAFTA era. Mexico’s ability to offer a higher rate of return, or a lower
more competitive cost 1o the consumer, has become a powerful incentive to divert
investment from the CBI country to Mexico, especially in combination with the free access
to Mexico’s large domestic market that apparel firms operating there also enjoy under
NAFTA.

Other ineligible CBI products have also become important export earpers for the
region, and are now threatened. Despite the absence of preferential access, CBI countries
have been able to compete effectively for the U.S. market in leather products and footwear,
subject to the same high tariff paid by all their competitors. Footwear exports from the
Caribbean Basin to the United States grew from $10 million in 1984 to almost $46 million
in 1992. In the same period, exports of certain leather apparel goods increased from $2
million to over $17 million in 1992. Now the Caribbean exporters who have built up their
industry despite intense global competition must survive in a competitive environment in
which Mexico has been given a major advantage.

The exclusion of products like apparel and footwear from the original CBl was
intended by Congress to protect U.S. workers and businesses from possible competition in
the region. It was aever intended to put the Caribbean at a disadvantage vis a vis other
developing nations. The passage of NAFTA indicates that Congress has since concluded--
correctly, we believe--that the U.S. apparel sector will not be adversely affected by
encouraging this type of production in Mexico. The same is true of the Caribbean. Helping
Mexico or the Caribbean attract production that is otherwise going to be done not in North
America but in Asia cannot hurt but only help U.S. manufacturers, exporters and
consumers. At the same time, no U.S. interest stands to gain by limiting those nearby sites
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to Mexico. NAFTA without CBI parity has tilted the playing field so drastically as to risk
driving Caribbean and Central American nations out of the game. This would seriously
undermine the U.S. policy goals underlying the CBL

The CBI reflected the conviction that having politically healthy and economically
prosperous nations in the immediate vicinity of the United States is important to this
nation’s long-term security, for a wide variety of reasons eloquently expressed in the
preamble to that legislation. None of those reasons have changed. The end of the Cold
War has removed some of the immediacy about military security concerns both near and
far, but has not made peace and prosperity on our borders less important. Economic

Hap i heaval, political chaos in any country of the Caribbean Basin would
represent a serions problem for the United States—in terms of loss of trade, security of
American citizens and property in the country, refugee problems, possible disruption of
shipping, and pressure for political or military intervention. We need look no farther than
Haiti to be reminded that trouble in the Western Hemisphere--trouble in the Caribbean
Basin--does not require Soviet sponsorship.

But U.S. policy is, and must be, based on more than just heading off trouble. The
Summit of the Americas reflected the spirit of confidence and positive engagement of
today’s challenges that make for effective U.S. leadership in a changing world. We
recognize that freer trade and closer economic cooperation with our neighbors is the road
to maintaining and building the vitality of the U.S. economy as well as U.S. political
leadership in the region. The economic health of the Caribbean Basin is an important part
of that equation. It is therefore both appropriate and urgently important for this
Subcommittee to be secking ways of redressing the harm to this region inadvertently caused
by the implementation of NAFTA.

Positive Features of the Bill

That brings me to my second point The Crane Bill meets this need in every
important respect, and should be passed.

1 would like to point out the ways in which this bill closes the important gaps in trade
access between Mexico and the CBI countries, and also the ways in which it serves as an
appropriate transition mechanism to the future of reciprocal trade and economic
cooperation we all seek.

In the short term, the important question is whether a bill intended to give CBI
countries relief from disadvantages caused by NAFTA in fact closes all or almost all of the
gaps. This one does. Unlike some of the measures considered in the last session, the Crane
bill equalizes the playing field not just in the first but in all of the three most important
areas of disadvantage:

* first, equivalent duty-free treatment of value added to 807 apparel;

* second, TPL's giving quotas of reduced-duty access for apparel made of
foreign fabric; and

* third, equivalent duty-free access for other non-CBI products, including
leather goods and footwear.

The legislation before this Subcommittee covers all those bases. We urge you to
keep that comprehensive character intact, and to resist any recommendations to recast it
in a narrower vein. This relief is needed in all affected sectors, and needed immediately.

Looking at the longer term, the bill also contains important provisions relating not
just to the content of the relief given but to the process it establishes. This legislation is
intended strictly as a temporary transition measure. The bill as drafted recognizes that fact
and deals with it in an appropriate manner.

It recognizes that the new benefits being granted unilaterally (like the CBI itself) are
part of a passing world. The spirit of the Summit committed all the nations of the
Hemisphere to fully reciprocal free trade by the year 2005. The type of free trade
agreements of which NAFTA is a prototype, which are currently being negotiated between
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and among many nations of the Americas, and which is contemplated for the entire
Hemisphere in just ten years, go far beyond the traditional pattern of mutually reduced
import barriers. They include close cooperation and reciprocal commitments on a wide
range of issues relating to business and economic life--investment codes, intellectual
property rights, labor standards, environmental standards, economic and monetary reform.

Many of these areas require major changes in laws, regulations, and administrative
capabilities that canoot be achieved overnight. Throughout the Hemisphere, progress varies
greatly from issue to issue and country to country. But these are processes to which the
Caribbean and Central American countries are committed in principle, in some cases are
quite advanced in practice, and in more difficult cases are making significant progress.
These are directions they themselves bave chosen, realizing that economic reform and trade
liberalization will not only ease their way politically into the North American market, but
will serve their own economic interest in dynamic economies and healthy private sectors.

The Crane Bill recognizes the commitment and progress of the CBI countries toward
economic reform and trade liberalization, and cc pl their readi within six years
to assume full reciprocal obligations, either by acceding to NAFTA or by entering
equivalent Free Trade Agreements with the United States. At that point the provisions of
this bill would be unnecessary, and would in fact cease to exist.

This bill, unlike some other versions of temporary "NAFTA Parity" legislation you
have considered in the past, makes several important concessions to the realities of the
transition process:

* Recognizing the relief it grants as an emergency and temporary measure, it looks
at reciprocal conditions on the part of beneficiary countries not as admission
requirements at the front end but as graduation expectations out the back end. If
these countries were ready to assume NAFTA-style reciprocal obligations now, then
emergency transition measures like these would not be needed. The sooner this
temporary relief is set in place, allowing them to hold on to precarious markets and
skittish investors, the sooner they will have the strength and confidence to move
forward to the next stage.

* The bill, however, does not merely grant the grace period during which progress
toward being able to meet reciprocal conditions and obligations might occur on its
own. It provides a framework to move the process along.

- It creates the expectation of NAFTA accession or NAFTA-equivalent
FTA’s in the near term--itself an important incentive.

- It mandates a process in which the U.S. will be meeting with CBI
country trade ministers to plan the transition, and for the President to
assess progress on the part of the CBI countries toward readiness to
assume NAFTA-style obligations.

- It places the process in the context of global trade developments by
making the country’s participation in the World Trade Organization
the first criterion in evaluating its NAFTA readiness.

- By specifying a comprehensive range of standards and areas for
reciprocal agreement, it will recognize and support the process already
underway in the U.S. Trade Representative’s Office to encourage the
countries of the region to move forward with liberalized access to their
markets and with economic, labor, envirc tal and other ded
reforms.

- By helping the countries meet the standards all of us recognize as
appropriate and just, and ascertaining their progress toward
compliance in advance, this approach will pre-empt the need to build
express conditions into later legislation.

x® Finally, the bill takes a realistic approach to the transition process by allowing six



160

years, as compared, for instance, with the 3-year period proposed by one of the bills
last year. The security of the longer period gives companies time to plan, gives the
countries the confidence they need to move forward on liberalization and reform
measures, and gives the U.S. Government the flexibility it needs. We know, after all,
that the readiness of the CBI countries is not the only factor driving this timetable.
Congress may not be ready to provide the necessary negotiating authority. The U.S.
Government may want to resolve other pending issues with specific countries before
tackling NAFTA readiness with the Caribbean Basin across the board. USTR has
its own priorities and manpower limitations, other countries in and out of the
Hemisphere have trade matters under discussion with the United States, and it may
not be possible to begin and conclude discussions on free trade agreements or
NAFTA accession, with time for the countries to be advised of and to meet any
reciprocal conditions, all in a 3-year period. The econcmies of these countries
should not be put at risk for timing factors beyond their control. This bill provides
a comfortable six-year period while allowing its temporarily provisions to be
overtaken at any time for those countries reaching the next stage sooner.

All these factors—the comprehensive coverage including all apparel categories and
all the other sectors, the adequate transition period, and the dynamic transition process--
make this legislation a sound and desirable vehicle for remedying the problem before us--
the threat to Caribbean Basin economies from the implementation of NAFTA.

It’s Good for the U.S. Economy

The final point I would like to leave with you is this: Granting these trade
concessions to the countries of the Caribbean Basin is not only good for U.S. policy
objectives and good for the economies of the countries—it is good for the U.S. economy as
well. It would be a mistake to see trade and investment growth as a zero-sum game, where
greater exports from the CBI countries necessarily translates into fewer for Mexico, or into
less production or fewer jobs in the United States. In fact, experience shows that prosperity
in the Caribbean and Central America translates directly into more business, income and
jobs for the United States.

The Caribbean Basin is one of the few regions of the world with which the United
States enjoys a trade surplus--amounting to $2.1 billion in 1993. Since the CBI began in
1983, U.S. exports to the region have doubled, making the Caribbean Basin the 11th-largest
export market for U.S. goods. In 1993, that translated into $11.9 billion of U.S. exports,
supporting some 200,000 American jobs. During that decade, U.S. exports increased in all
major product categories as Caribbean diversification and modernization generated greater
foreign exchange earnings and additional demand for U.S. products, particularly
manufactured goods.

The ties between the U.S. and Caribbean economies are strong and complex. It is
estimated that for every dollar earned in the Caribbean Basin, 60 cents are used to buy
American products, compared to Asia which spends only 10 cents of every dollar in the U.S.
CBI industries have a strong propensity to purchase American raw materials, machinery and
equipment. On average, over 45 percent of all CBI imports are sourced from the U.S., the
highest percentage in Latin America. Most of the construction and procurement for 936
loan sourcing is from the United States. Most of every tourism dollar earned in the
Caribbean finds its way into the United States.

As personal incomes in the region rise, demand for U.S. consumer goods--from food
products to comp and softy also rises and is expected to do so even more as these
economies take off. Major U.S. apparel manufacturers have noted that the growth market
for U.S. producers, given population and income trends, is in the developing world. The
Caribbean Basin, with its proximity to U.S. suppliers, its relatively high levels of education
and income, is a particularly promising part of that new growth market.

Manufacturing in the Caribbean Basin is an important market for U.S. industrial
equipment. At the same time, Caribbean inputs to U.S. production help keep our own
manufacturing competitive in the global arena, especially in i Jy competitive sectors.
This is clearly the case in the apparel assembly industry, where coproduction in the
Caribbean Basin has given U.S. firms an alternative to sourcing the entire product overseas.
The U.S. footwear industry has also turned increasingly to Caribbean Basin countries—




161

primarily the Dominican Republi ly joined by Honduras and Costa Rica--as a low-
cost source of inputs. U.S. nnports of footwear uppers from the Caribbean Basin reached
$200 million in 1993, a 32% increase over the previous year. By contrast, U.S. imports of
the uppers from all other countries rose by 16 percent to $127 million.

The U.S. agribusiness sector has been a major beneficiary of the growing Caribbean
and Central American economies. The U.S. is the primary source of inputs, machinery,
feeds, etc. used in the region’s own agricujtural industry, as well as a major source of
consumer food products, especially those used in the tourism sector. Even subsectors that
are large-scale export industries for the Caribbean Basin have stimulated new growth for
U.S. busi An ple is in horticultural trade, where CBI exports of $880 million
to the U.S. in 1993 represented a 2% growth over the previous year, while U.S. exports of
horticultural products to the CBI countries—while lower at $260 miltion--had grown by 21
percent during the same year.

The U.S. economic benefit from Caribbean prosperity goes far beyond those
industries directly involved in imports, exports or coproduction. U.S. financial institutions
have benefited as demand has increased for trade and investment financing, the countries’
financing requirements have gotten more sophisticated, their dependency on aid has
decreased, and their ability to access international capital markets has grown stronger.

Development of telecommunications in the Caribbean Basin offers major
opportunities for U.S. business growth. U.S. suppliers of telecc ications equip
and services are benefiting as the sector in the region has opened to greater competition.
As the region connects to the global superhighway, it will also translate into more business
for U.S. computer, data and software firms. Better communication will give U.S. sellers
access to a whole new spectrum of end-users, from small to large in size, while giving U.S.
buyers deeper and broader access to competitive sources of the products they need.

As the region’s economies grow, demand in the transportation sector will also benefit
US. firms. Firms which pow provide surface and air shipping, to those that supply
equipment, packaging, and port services.

The direct benefits to U.S. workers, businesses and investors that will result from the
stimulation to Caribbean trade and investment this bill provides will be enormous, and will
more than offset the number of workers displaced or tariff revenues foregone.

Matters of Timing

There is no question that this legislation is beneficial to all parties, is needed
urgently, and is needed now. I would like to close on a note regarding timing.

We at C/LAA urge you to report this bill as written. That does not mean that we
are asking you to send it to the floor mext week or next month if, in the view of the
chairman and members, the timing would not be propitious. We realize there is much on
Congress’s agenda now, and that an offsetting revenue source must be found. We are
saying, however, that we need this bill enacted into law this year, and with its major
provisions intact.

This is not something that can wait indefinitely. Delay only makes the problem
worse. This year, Mexican exports do not yet reflect the advantage NAFTA gives, for
instance, to apparel products of non-NAFTA-originating fabric. That does not mean the
disadvantage to the CBI countries is negligible. We have been told by one of the top three
U.S. apparel firms that the critical point for taking advantage of this provision would not
come until the second year or later. Now is the time that the Caribbean and Central
American producers must position themselves to be competitive. This bill must pass this
year.

For those of you on the Committee who share our conviction about the desirability
and urgency of this legislation, the challenge is not just going on record in its favor in
committee, but helping to build the constituency among your colleagues that will move it
through floor debate and iuto law, and planning a strategy and timing that will maximize
the chance of that happeuing.
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On our part, we pledge to use the time between now and the time final action is
likely to be taken to do our part, too, to maximize the chance of a favorable outcome. We
will work to build understanding and support among your colleagues in the public sector,
and also among the American public and business community. At the same time, we will
work with public and private-sector leaders in the region to encourage their own efforts to
meet in advance, to the extent possible, the kind of standards and conditions they would be
working to meet as they move toward NAFTA readiness. One way, for example, that CBI
countries could improve their reciprocity and at the same time become more attractive to
new investment would be to eliminate restrictions on the amount of product that U.S.
manufacturers in their free zones can sell into their domestic markets.

I cannot emphasize enough that the reform process is already underway. Among the
modernizing reforms for which the Caribbean private sector should be given special
recognition is in their imaginative and progressive new approaches to workers’ protections.
Local exporting firms are learning from their American connections how to apply practical
management tools for assuring the health, safety, and economic rights of the workforce.
This is enabling them to five up not only to the letter of national labor laws--all of which
have been, or are undergoing modernization and are fully consistent with international
standards--but to bind together as a network of socially responsible businesses.

C/LAA is working now with its related companies in the region to expand and
formalize this network, and is looking at an ongoing experiment involving the creation of
a three-sided monitoring body, which is empowered to discipline exporting firms through
the denial of certain trade privileges. Under this system, those few obvious and habitual
violators of internationally recognized workers' rights would no longer be able to depend
on the cumbersome and drawn-out reviews embodied in formal labor or trade law to shield
them from sanctions. Through a self-policing approach, social justice would be realized by
those most immediately affected, who understand best the global challenges being
confronted by small, developing economies.

This is the type of experiment that U.S. policy should be encouraging. This means
that Washington should resist the temptation to reach beyond our borders to punish a
Limited ber of cc ial "bad apples” whose actions offend our national sense of fair
play.

As the countries of the region continue to make substantial and visible progress
across a whole array of trade-sensitive issues, we expect that support and appreciation for
the value of this legislation now before you to grow as well. There are no objections to it
that cannot readily be answered today. There is much to be lost--by the countries, and by
U.S. business, U.S. workers, and the future of U.S. policy goals in this Hemisphere--in
allowing the economies of the Caribbean and Central American nations to continue to be
jeopardized, when the remedy is so readily at hand.

1 urge you to give this bill your most favorable consideration.

Thank you.
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Chairman CRANE. Mr. Hoglund.

STATEMENT OF FORREST E. HOGLUND, CHAIRMAN AND CEO,
ENRON OIL & GAS COMPANY, HOUSTON, TEX.

Mr. HoGLUND. My name is Forrest Hoglund, Mr. Chairman. I am
chairman and CEO of Enron Oil & Gas Company, one of the larg-
est independent oil and gas companies in the United States. I am
testig'in today in favor of extending the NAFTA-like benefits to
the Caribbean Basin countries as provided in this bill. Specifically,
by using our experience in Trinidad and Tobago as an example, I
hope to demonstrate the importance of extending NAFTA parity to
these countries, and I think it will definitely further U.S. economic,
political, and national security interests.

If you look at Trinidad and Tobago, their gross domestic product
is over $5 billion, and the United States is its largest investment
partner. According to the U.S. Department of Commerce, U.S. di-
rect investments since 1990 have been about $500 million a year
and were probably $700 million last year.

Now, the economic policies and performance of the country place
it in a strong position to attract additional investment an]g trade
dollars. Under their policies, Trinidad has obtained a balance of
payment surplus of about $150 million for 1994. They had real
GNP growth of about 4 percent, and inflation next year is expected
to be under 5 percent. So it is a very, very strong kind of economic
situation.

I think it shows their commitment to sound economic policies
that have been very effective in creating this attractive investment
climate. The two States, Florida and Texas, where I am
headquartered, are the two largest exporter States to Trinidad, and
these include a lot of things such as machinery parts, steel pipe,
computers, software, oil products, lube oil, rice, corn, wheat, and
soybeans. Texas and Florida export goods valued at about $200
million, and $80 million a year respectively, to customers in Trini-
dad, and there are a wide number of U.S. companies that are oper-
ating there.

If you look at the energy sector, that represents the greatest
amount of foreign investment in Trinidad. Enron, Amoco, Texaco
have been engaged in oil and gas development there since about
1971. Trinidad has large gas reserves, and also in 1994, the United
States imported about 80,000 barrels a day of crude oil and prod-
ucts, about 1 percent of our Nation’s imports, and a value of about
$500 million.

They are also the second largest exporter of ammonia fertilizer,
and about one-third of our imports in the United States come from
Trinidad. Again, a value of about $240 million per year.

They are seeking to expand the role of foreign investment in the
domestic energy sector. They are looking at an LNG, a liquid natu-
ral gas project, a new one, and encouraging other types of invest-
ments.

But I really wanted to talk about our experience in the country.
We are investing $250 million over 5 years to develop gas ﬁellgl
and produce natural gas and condensate offshore Trinidad. We cur-
rently are producing 150 million cubic feet per day, or about 23
percent of t,ge demand in Trinidad.
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What got us there was a favorable investment climate, good gas
reserve potential, and a very favorable operating and regulatory cli-
mate. Our people in Trinidad report that the political, the business,
and the social environment are all especially suitable to what we
are trying to accomplish. A low-cost, fast track operation in the oil
and gas business.

As the above evidence shows, Trinidad is continuing its develop-
ment of a competitive and efficient private sector that relies heav-
ily on the United States as a market for its exports. A lot of
progress has been made in that country. They have already made
unilateral and bilateral commitments to liberalize trade policies
and enhance the environment for foreign investment.

For instance, they have taken action beyond GATT in eliminat-
ing domestic subsidies and will under NAFTA maintain U.S. envi-
ronmental health, safety, and workplace standards. Its government
procurement provisions guarantee U.S. firms the ability to compete
for government contracts to supply goods and services to Federal
Government agencies. Tariffs on over two-thirds of the U.S. exports
have been eliminated in the following sectors: computers, oil refin-
ing equipment, special industrial machinery, pharmaceuticals, tele-
communications equipment, and photographic equipment.

They have already signed both a bilateral investment treaty and
an agreement on intellectual property rights with the United
States. In 1995, the Government of Trinidad and Tobago reduced
the corporate tax rate from 45 percent to 38 percent.

We support the extension of NAFTA benefits to the Caribbean
region, as well as early accession to NAFTA for Trinidad and To-
bago. We believe that accomplishing these goals represents a firm
step in the direction of Western Hemisphere economic integration.
Because countries such as Trinidad have made substantial commit-
ments on their own and with such positive results, we feel it is
very important, and in the U.S. interest, to extend NAFTA-type
parity to these countries.

Thank you.

Chairman CRANE. Thank you, Mr. Hoglund.

[The prepared statement follows:]
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REMARKS OF FORREST E. HOGLUND
CHAIRMAN AND CEO OF ENRON OIL & GAS COMPANY
HOUSTON, TEXAS
BEFORE THR SUBCOMMITTEE ON TRADE
OF THE BHOUSE COMMITTEE ON WAYS AND MEANS
FEBRUARY 10, 1995

My name is Forrest E. Hoglund and I am Chairman and CEO of Enron

0il & Gas Company. Enron 0il & Gas is one of the largest
independent (non-integrated) oil and gas companies in the United
States in terms of domestic proved reserves. The company's

reserves base is B6 percent North American and 90 percent natural
gas.

0il and gas development and extraction has been underway in
Trinidad by U.S. companies, including Enron, Amoco and Texaco,
since about 1971. EOG is investing $250 million dollars over 5
years to develop gas fields and produce natural gas and
condensates offshore Trinidad.

These wells are currently producing 150 MMCFD or 23 percent of
Trinidad's natural gas demand. A favorable investment climate,
good gas reserve potential, low finding costs and low operating
costs are among the favorable conditions EOG finds in operating
in Trinidad. Trinidad represents almost 20 percent of EOG's 1995
estimated gas production volumes.

Enron completed the development of the Kiskadee Gas Field within
budget and ahead of a very aggressive schedule. Agreements were
signed in November 1992 and first gas production was achieved
less than one year later, a remarkable achievement.

Trinidad is in a strong position to attract additional investment
and trade dollars. Trinidad will show for 1994, for the second
consecutive year, a balance of payments surplus of about $150

million, which shows their economic policies are working. 1994
real GNP growth was at 4 percent, double their earlier
expectations. In 1995, inflation is expected to be under S
percent.

Their exchange rate, consequently, has held firm. Their natural
gas reserves, at 10.6 trillion cubic feet, represents a 45 years
reserves life index.

The U.S. currently imports 80 MBD of crude oil and petroleum
products from Trinidad and Tobago valued at over $500 million
dollars a year in 1994, or 1 percent of our nation's oil imports.

Trinidad is the world's second largest exporter of nitrogenous
ammonia fertilizer, a natural gas by-product, (i.e. the Former
Soviet Union is the largest). One-third of the United States 3
million tons of ammonia imports annually come from Trinidad,
valued at $240 million dollars in 1994, according to the U.S.
Department of Commerce. This equates to about S5 percent of U.S.
ammonia fertilizer usage annually.
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An LNG (or liquefied natural gas) export project is being planned
for siting in Trinidad by the Government together with its
partners, which include Amoco, at La Brea, on a new industrial
site .in southwest Trinidad. The end-use markets being considered
for this LNG include Cabot LNG of Massachusetts and, Puerto Rico,
where Enron Development Corporation is developing plans for an
electric power plant project.

Among new U.S. companies to enter into business in Trinidad is
Unocal, which has signed an agreement to explore for oil off the
east coast, as part of a $411 million o0il recovery program.
Texaco (with U.K.'s British Gas) also aims to develop gas
reserves to help supply the LNG export project. Other new
entrants into Trinidad, in addition to EOG, are NUCOR, Chevron,
Mobil, Exxon, Arcadian, Southern Electric and Farmland.

Enron Gas and 0Oil Trinidad, Limited reports that the political,
business and social environment of Trinidad and Tobago is
especially suitable for the low cost, fast track approach which
is the hallmark of Enron's success.

ECONOMY, INVESTMENT AND TRADE

The gross domestic product (GDP) of Trinidad and Tobago is over
$5 billion dollars annually. A top local government agenda item
ig to reduce the high 18.8 percent unemployment rate in the
country, which has just over 1.2 million citizens. The U.S. is
its largest investment partner, and through investment, free
trade status can benefit the two countries--on both sides of
business transactions--by creating valuable jobs in the energy

and trade sectors, and in related support service industries,
like ports, shipping and trade finance. U.S. direct investments
in the economy of Trinidad and Tobago have been averaging a half
billion dollars a year since 1990, reports the U.S. Department of
Commerce. The 1994 investment is estimated at $700 million
dollars. With an expanded NAFTA trade agreement with Trinidad as
a member, these investments can be expected to increase.

The State of Texas, where EOG is headquartered, and Florida are
the two largest exporter states of goods to Trinidad and Tobago,
which include machinery parts, steel pipes, computers and
goftware, o0il products and lube o0iles, rice, corn, wheat and
soybeans. Texas and Florida export goods valued at $200 million
and $80 million dollars a year, respectively, to customers in
Trinidad and Tobago. Other U.S. businesses which have been
active in Trinidad and Tobagc include: Citibank, 3M Company of
Minnesota, IBM, Johnson and Johnson and Hilton International.

BENEFITS OF FREE TRADE

Opportunities for growth and investment for companies here in the
U.8. and in Trinidad and Tobago are increasing. The turnaround
in the Trinidad oil and gas industry is underway. Trinidad
presents very good expansion opportunities for U.S. firms
interested in doing business in the Caribbean and in working with
Trinidad as a nexus for trade with South America and the Pacific
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Rim through the Panama Canal. Trinidad has gone beyond GATT in
eliminating domestic subsidies.

Trinidad and Tobago will, under  NAFTA, maintain U.S.
environmental, health and safety and workplace standards. Its
government procurement provisions guarantee U.S. firms the
ability to compete for government contracts to supply goods and
services to federal government agencies. Tariffs on over two
thirds of U.S. exports are eliminated in these sectors:
computers, oil refining equipment, special industrial machinery,
pharmaceuticals, telecommunications equipment and photographic
equipment . Trinidad has already signed both a Bilateral
Investment Treaty and an Agreement on Intellectual Property
Rights with the U.S. In 1995, the Government of Trinidad and
Tobago reduced the corporate tax rate from 45 percent to 38
percent to improve the financial environment for foreign
investors.

At Enron, we support the early accession to NAFTA for Trinidad
and Tobago and see its accomplishment as a firm step in the
direction of Western Hemisphere economic integration. We feel it
ig very important to let countries such as Trinidad and Tobago
join in NAFTA, since they have met their requirements on their
own and with such positive results.

Thank you.
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Chairman CRANE. Dr. Bryan.

STATEMENT OF ANTHONY T. BRYAN, PH.D., DIRECTOR OF
CARIBBEAN STUDIES PROGRAM, NORTH-SOUTH CENTER,
THE UNIVERSITY OF MIAMI, CORAL GABLES, FLA.

Mr. BryaN. Thank you very much, Mr. Chairman.

I am pleased and honored at the invitation to appear before this
subcommittee. I am a member of an academic research institution,
namely, the North-South Center of the University of Miami, which
has emphasized trade and the economic integration of the Americas
in its research agenda since the announcement of the Enterprise
for the Americas Initiative and the beginning of NAFTA negotia-
tions in 1990.

The center’s study, “Miami Report III,” conducted during 1990
and 1991, and published early in 1992, indicated then the concern
of CBI beneficiary countries as to the possibility of harm to them
by NAFTA through investment diversion. Qur study done at the
center promotes the idea that the logical path toward hemispheric
integration for the CBl-beneficiary countries is accession into
NAFTA. The ideal legislation would offer trade benefits to protect
these countries from a deterioration in their economic cir-
cumstances and offer a strong incentive to take the necessary
measures for NAFTA integration as soon as is feasible.

I would like to avoid repetition of many of the points made today,
but I want to place emphasis on several. First of all, the global
emerging economic trends seem to have adverse implications for
much of the Caribbean. Four of the Caribbean’s largest countries
have seen a tremendous increase in their poverty index. So in this
very new economic environment, I think that U.S. exports to the
Caribbean Basin and the merchandise trade that goes on between
the two regions is extremely important.

Realistically, a lot of these jobs are attributable to joint produc-
tion in the textile and apparel industry; but there are indications
that the electronics assembly industry is also growing in the Carib-
bean reFion. The Caribbean Basin is still one of the few regions of
the world in which the United States runs a trade surplus.

Second, NAFTA is only 1 year old, and there is as yet no massive
quantitative evidence of the effect of NAFTA on the Caribbean
Basin countries. But I think research coming out of the North-
South Center and other agencies indicates that in a short time,
without parity legislation, NAFTA will have a detrimental effect on
the Caribbean Basin economies and that the statistical implica-
tions of that effect will soon be very obvious.

Third, I would like to stress that while absolute reciprocity ma
be the ultimate goal of hemispheric trade legislation, some small
Caribbean countries simply cannot compete with other countries
having more development structures and a range of available tech-
nologies. They cannot offer absolute reciprocity to industrialized
countries, at least in the short run, and some compromise on the
part of the developed trade partners may be appropriate.

Fourth, the recent decision to establish a free trade area of the
Americas by 2005, strengthens the case for the provisions con-
tained in H.R. 553. If tariff barriers continue to fall in the Western
Hemisphere, the relative advantage of the Caribbean Basin Initia-
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tive diminishes. But provided that the necessary transition mecha-
nisms are in place, the accession of the CBI beneficiary countries
to NAFTA at the earliest possible date would be accomplished
smoothly.

There is a very strong rationale for Caribbean countries to enter
NAFTA, either individually or through the Caribbean community,
or other groupings. But interim arrangements are necessary for
t}_lolge countries unable to undertake even the present NAFTA dis-
cipline.

I think it is clear that as the estimates of the impact of NAFTA
on Caribbean countries indicate, without parity, the agreement will
have a strong impact on some of the countries with export con-
centrations on North America.

In summary, Mr. Chairman, there are reasons which I have list-
ed in my statement as to why H.R. 553 is important, and the one
I would simply like to stress in conclusion is that the legislation
will encourage beneficiary countries to assume full obfi]gations
under the N A discipline and prepare themselves for eventual
accession into NAFTA.

In this re%ard, it is expected that there will be clear criteria for
negotiating for NAFTA accession. I would reemphasize that some
countries of the region are ready now for NAFTA accession, so that
this diversity must be respected.

I congratulate the bill's sponsor, the chairman and the cospon-
sors, Representatives Clay Shaw, Sam Gibbons, and Charles Ran-
gel for introducing this bill, and we look forward to its passage.

Thank you very much, Mr. Chairman.

Chairman CRANE. Thank you, Dr. Bryan.

[The prepared statement follows:]
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TESTIMONY OF ANTHONY T. BRYAN
DIRECTOR OF THE CARIBBEAN STUDIES PROGRAM
NORTH SOUTH CENTER
UNIVERSITY OF MIAMI
CORAL GABLES, FLORIDA
FOR THE SUBCOMMITTEE ON TRADE
OF THE COMMITTEE ON WAYS AND MEANS

Mr. Chairman: :

I am pleased and honored at the invitation to appear before
the Subcommittee on Trade of the Committee on Ways and Means at the
Hearing on H.R. 553, the "Caribbean Basin Trade Security Act." I
come in my personal capacity to offer my support for this important
plece of legislation.

I am currently the Director of the Caribbean Studies Program
at the North South Center of the University of Miami. The North-
South Center has emphasized trade and the economic integration of
the Americas in its research agenda since the announcement of the
Enterprise for the Americas Initiative and the beginning of NAPTA
negotiations in 1990. The potential impact of NAFTA on tha CBI
countries was an item of early priority. The Center s study, Mlami
Report III, conducted during 1991 and published early in 1992,
stated, as a key recommendation,

Trade preferences gained by Mexico in NAFTA not currently available
in CBI wshould be extended unilaterally to CBI-beneficiary
countries, but on a temporary basis for a defined period of time,
to preserve CBI s benafits for the region but also to provide an
incentive for CBI-beneficlary countries to collaborate in
negotiating entry into NAFTA before or when these new benefits
expire.

In subsequent years and particularly looking forward to the
Summit of the Americas, the Center has participated in a number of
trade-related studies and has published numerous policy-ralated
books and reports on the subject. The concern of CBI-beneficlary
countries as to the possibility of harm by NAFTA through investmepnt
diversion and trade diversion is consistent with the Center s
studies. Similarly consistent is the view that the logical path
toward Hemispheric integration for the CBI-benaeficiary countries is
accession into NAFTA. The ideal legislation would offer trade
benefite to protect these countries from a deterioration in their
economic circumstances and offer a strong incentive to take the
necessary measures for NAFTA integration as soon as ia feasible.

Background

The rapidly changing international environment presents
uncertain territory for Caribbean countries. They are vulnerable
economically, they no longer command geopolitical attention, and
they must respond to increased competition in trade and investment
as well as the demand for higher regional levels of human
development. The implementation of the North American Pree Trade
Agreement (NAFTA) on January 1, 1994 is the nucleus of a free trade
system that may eventually incorporate every nation in the
Americas. Caribbean countries have to respond to the more dynamic
hemispheric trade and business environment encouraged by the NAFTA
and by the onset of a more competitivae, bargaining-based approach
to international economic relations. This prospect raises questions
about the longevity and even relevence of non-raciprooal

relationships of the type to which many Caribbean countries have
become accustomed.

H S, e .

Since the global emerging economic trends may seem to have
adverse implications for much of the Caribbean, the region’s
relationship with the U.S. in this new economic environment is
important. US exports to the Caribbean Basin were $12.6 billion in
1993, an increase of 35% in the past five years. Using US
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Department of Commerce estimates, these exports support over one
guarter of a million jobs in the USA (252,000). Realistically,
however, Us jobs that depend on the Caribbean Basin are even higher
because so many are attributable to the joint-production apparel
assembly industry whereby garments cut in the U8 are exported to
certain countries for sewing, and subsequent reimportation into the
US. There are also indications that the electronics assembly
industry is also growing in the Basin. The Caribbean Basin is still
one of the few regions of the world in which the United States runs
a trade surplus.

NAFTA‘’s Impact on the caribbean

In the short term it is the potential impact of NAFTA on all
Caribbean economies which will be critical. Under the CBI,
Caribbean Basin countries enjoy one-way preferential treatment for
import access to the U.S. market. With the NAFTA, competition based
upon market factors will weigh strongly in Mexico’s favor. The
major economic effects of the NAFTA on the Caribbean region are:
trade and investment diversion, relocation of production capacity,
and contraction of domestic economic activity.

Since NAFTA is only one year old, there is very 1little
quantitative evidence of the effect of NAFTA on the Caribbean Basin
countries. As a group, Caribbean economies appear to have performed
no better or no worse than Latin America in the past year.

There are as yet no statistics of significance to indicate general
trade or investment diversion to Mexico. But I believe that in
time, without parity legislation, NAFTA will have a detrimental
effect on the Caribbean Basin economies, and that the statistical
implications of that effect will be displayed in a few more years.
The one area in which the trade figures already suggest a trend is
in apparel. US apparel imports from the CBI in the first nine
months of 1994 were only 10 percent greater that imports in the
rirst nine months of 1592, whereas US apparel imports from Mexico
over that period jumped by 45 percent.

All together, these, NAFTA benefits will dramatically tilt the
playing tield in Mexico s favor. 1In other words, the Caribbean
Basin find themselves with an overriding and immediate threat of
trade and investment diversion due to NAFTA. NAPTA provides a
reduced rate and generous quota for Mexican apparel made from Asian
fabric, for which CBI countries have no preferential access.
Purthermore, in critical competition in the assembly industry for
807A goods-garments assembled from US cut pleces of US origin
fabric-Mexican exports will be entering duty free while CBI exports
will still pay duty on their value added portion.

In sum, while absolute reciprocity may be the ultimate goal of
hemispheric trade liberalization, some smaller Caribbean economies
simply cannot compete with countries having more developed
productive structures and a range of avallable technologies. They
cannot offer absolute reciprocity to industrialized countries, at
least in the short run, and some compromise on the part of the
developed trade partners is essential.

The Caribbean Basin Trade Security Act

Oon January 19, 1995, Trade Subcommittee Chairman Philip Crane
introduced the “Caribbean Basin Trade Security® Act extending NAFTA
like treatment to all CBI products for six years. The Crane bill
has the support of Rep. Sam Gibbons (D-FL), Rep. Charles Rangel (D-
NY) and Rep. Clay Shaw (R-FL).

H.R. 553 declares that it is the policy of the United States
to offer to the products of the Caribbean Basin beneficiary
countries tariff and quota treatment equivalent to that accorded to
products of NAFTA countries, and to seek the accession of these
beneficiary countries to NAFTA at the earliest possible date, and
in any case, no later than January 1, 200S.
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Furthersore:

1. It covers the full apectrum of CBI products rather than
just apparel.

2. It doesn't require reciprocity by the CBI in the areas of
market access, intellectual property, and investment
codes.

3. It allows for full parity in the textile and apparel
sector.

4. It grants CBI countries NAFTA parity temporarily for six
years instead of three years as stipulated in the
*Interim Trade Program for the Caribbean Basin" (ITP)
proposed in May 1994.

The recent decision to establish a Free Trade Area of the
Americas (PTAA) by 2005 strengthens the case for the provisions
contained in HR 553, As tariff barriers continue to fall in the
Western Hemisphere, the relative advantage of the Caribbean Basin
Initiative (CBI) diminishes. But provided that the necessary
transition mechanisms are in place, the accession of the CBI
beneficiary countries to NAFTA at the earliest possible date would
be accomplished smoothly.

While there is a strong rationala for Caribbean countries to
enter NAFTA, either individually or through the Caribbean Community
(CARICOM) or other groupings, interim arrangements are necessary
for those countries unable to undertake even the present NAFTA
discipline. The static estimates of the impact of NAFTA on
caribbean countries indicates that without interim parity the
agreement will have a strong impact on some of tha countries with
export concentration on North America.

¥hy HR 553 1= important:

1. Most products from these countries already enter the US
duty~free under the CBI and have very little adverse effact on US
jobs and industry.

2. HR 553 covers the entire product spectrum of the CBI.

3. The legislation will encourage beneficiary countries to
agsume full obligations under the NAFTA discipline and prepare
themselves for eventual accession to NAFPTA.

4. Part of the preparation for entry into NAFTA is to offer
reciprocity. Although HR 553 does not contaln a reciprocity clause,
the governments and private sectors in the Caribbean Basin would be
strongly urged to prepare for reciprocity, and to solicit technical
assistance in this regard during the six- year transition.

Mr, Chajrman:

The arguments which I have tried to summarize are designed to
urge this distinguished subcommittee to act favorably on HR 553.
Through this legislation we can Kkeep the C¢BI safe while the
countries of the region move toward NAPTA acceselon and the FTAA.
Without HR 553 the US might be turning its back on the aspirations
of its closest friends and partners in its own neighborhood.
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Chairman CRANE. Mr. Sandler.

STATEMENT OF GILBERT LEE SANDLER, MEMBER, EXECUTIVE
COMMITTEE, GREATER MIAMI CHAMBER OF COMMERCE

Mr. SANDLER. Thank you, Mr. Chairman.

My name is Lee Sandler, I am an attorney from Miami, Fla. I
serve on the executive committee of the Greater Miami Chamber
of Commerce. The chamber is extremely grateful for the oppor-
tunity to express its strong support for H.R. 553. We are also grate-
ful for the strong and continued support of the members of this
subcommittee, and particularly of Chairman Crane, for the Miami
Congressional Workshop on Hemispheric Affairs.

As the chairman knows, we will be holding our next workshop
in April, and we look forward to having you and other Members of
Congress present to look at issues such as this and the broader
scope of issues which affect us in this hemisphere.

The day began with testimony from Florida’s Senator Graham,
and from south Florida’s Congressman Deutsch. It is appropriate
that the hearing end with the testimony of the Greater Miami
Chamber of Commerce, an organization with 3,500 corporate con-
stituents of those two elected representatives. We wish to empha-
size four particular points to the subcommittee as it deliberates
over this bill.

The first is that the Caribbean Basin Initiative may be a one-way
program on paper, but it has proved to be a two-way program in
practice.

We know for certain, in south Florida, that we are direct bene-
ficiaries of the Caribbean Basin Initiative and we would like to see
those benefits continue,

The second is that those benefits are very tangible and they are
very desirable. We have seen CBI strengthen and stabilize the
economies in our region. Make no mistake about it, the Caribbean
Basin is our region. We are a part of it.

We know that our exports to the Caribbean Basin have grown as
a result of the CBl. We know that there has been a lowering or
deterrence of illegal traffic in narcotics as a result of CBI, and we
kfr‘lgv]\g Ithere has been a deterrence to illegal immigration as a result
o .

These are dramatic realities for us in south Florida. The Nation
thinks of us as a community of Cuban exiles, but in point of fact,
the largest number of foreign-born students in our public school
system today are from Nicaragua, and that is because of a previous
economic and political failure in our hemisphere. It is the purpose
of CBI to give us the opportunity to make certain that we have the
stability in our region so that we do not have those continuing
problems. It is a daily reality for us. As I say, we are the bene-
ficiaries of CBI.

Our third point is that NAFTA clearly has remodeled the archi-
tecture upon which the CBI benefits are built.

Fourth, last, and unfortunately, H.R. 553 is a necessary measure
to rebuild the structure that will allow us to continue to move for-
ward positively with our CBI partners.
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We thank you very much for this opportunity to testify. We
thank ﬁ'ou for the good work that went into crafting this bill, and
we look forward to moving it forward and to it being signed into
law,

[The prepared statement follows:]
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STATEMENT OF GILBERT LEE SANDLER, MEMBER
EXECUTIVE COMMITTEE, GREATER MIAMI CHAMBER OF COMMERCE

The Greater Miami Chamber of Commerce ("GMCC") strongly supports H.R. 553, the
*Caribbean Basin Trade Security Act," introduced on January 18, 1995 by Rep. Philip M. Crane
(R-IL). H.R. 553 calls for Caribbean Basin Initiative-participating countries to receive NAFTA-
like benefits, or "parity,” for as long as six years on a range of products that are currently
ineligible for CBI benefits. These products include textiles and wearing apparel, footwear,
handbags, luggage, flat goods, work gloves, leather wearing apparel, canned tuna, petroleum
and petroleum products, and certain watches. The GMCC urges the passage of H.R. 553 in
order to ensure the continued flow of trade and investment between South Florida and Caribbean
Basin nations, and to preserve the orderly flow of immigration from those nations to the United
States.

Since 1907, the Greater Miami Chamber of Commerce has represented civic and business
leaders on issues of import to the South Florida area. As a non-profit organization funded
exclusively by its membership, the GMCC provides leadership to, and fosters the betterment of,
the entire Greater Miami community. Today, the GMCC counts more than 3,500 businesses
as members, reflecting at its core the ethnic diversity of Greater Miami and the preponderance
of small and mid-sized companies that make up South Florida.

L FAILURE TO PASS H.R. 553 WOULD CAUSE SUBSTANTIAL HARM TO THE
ECONOMY OF SOUTH FLORIDA

The GMCC strongly supports the passage of H.R. 553. Greater Miami’s reputation as
the center of trade for the Americas is due in no small part to the strong financial and
commercial ties it has developed with Caribbean and Central American nations. Although the
advent of the Caribbean Basin Economic Recovery Act of 1983 ("CBI") and the Special Access
Program were instrumental in solidifying these ties, Greater Miami's relationship with these
countries began long before either of these programs were ever contemplated. Trade in goods,
trade in services, and foreign investment are the pillars of Miami’s international business, and
they are nowhere more evident than in Miami's relationships with the countries of Central
America and the Caribbean. The GMCC and its members have played a strong role in
developing these ties through trade missions, specific Chamber functions and activities, and
individual committees, primarily organized around the idea that forging links between South
Florida businesses and Caribbean and Central American nations is in the best interest of our
economy.

Recent statistics bear out the success of these endeavors. Based on 1992 figures, total
U.S. trade with the Caribbean equaled $11.6 billion, $5.5 billion of which were imports and
$6.1 billion of which were exports. Of this trade, approximately $1.3 billion in imports and
$2.9 billion in exports flowed through Miami’s ports. In other words, over 36% of U.S.-
Caribbean trade was conducted through the Greater Miami area. The Caribbean accounted for
16% of Miami's total trade in 1992, and represented Miami's third largest trading partner.

The numbers are even higher when the United States’s trade with Central American
nations is analyzed. Of total U.S. trade of $9.5 billion (comprised of $4 billion in imports and
$5.5 billion in exports), approximately $2.8 billion in exports and $2.0 billion in imports was
shipped through the airport and seaport in Miami. That translates into almost 51% of the trade
that the United States conducted with Central American nations in 1992. In total, Central
America was Miami's second largest trading partner in 1992, representing 17% of the trade that
flowed through Miami during that year.

Those numbers continued to grow in 1993. Based on available figures, Miami’s share
of two-way trade with the Caribbean in calendar year 1993 represented 50% of trade by air and
41% of trade by vessel. Its share of two-way trade with Central America for that same time
period was even higher, consisting of 68% of the trade by air and 43% of the trade by vessel.
These are not static numbers, either, as the overall volume of trade with these regions increased
by almost 13% with Central America, and over 5% with the Caribbean.
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As should be apparent, whether with the Caribbean or with Central America, Greater
Miami serves as a vital link for trade with Caribbean Basin nations. And, that trade is growing
at a phenomenal rate. As trade has continued to blossom, more and more businesses have
established operations in Greater Miami, leading to the creation (and preservation) of more and
more jobs for South Florida’s economy.

The passage of the North American Free Trade Agreement (NAFTA), however, threatens
to have a negative impact on Miami-CBI trade. Already, and as discussed below in Part {II to
this submission, the impact of NAFTA is being seen in the changing pattern of U.S. trade.
Businesses that once would have considered the Caribbean or Central America for their
operations are now looking to Mexico because of the cost savings inherent in NAFTA. The
advances that have been attained by Caribbean and Central American nations through more than
ten years of U.S. trade and investment are under very real threat. The negative ramifications
of these developments for Greater Miami should be apparent. A drop in trade and investment
in the Caribbean and Central America would undoubtedly lead to a drop in the flow of trade
through Greater Miami. That, in turn, would cause a concomitant loss in jobs for the South
Florida economy, and the nation at large. Clearly, such an outcome is not the result intended
by the Administration and by the Congress when they approved NAFTA.

Besides the positive impact CBI-directed trade and investment incentives have had on the
South Florida economy, those incentives have also played a positive role in tempering the flow
of immigration into the Greater Miami area. Miami's status as a haven for immigrants has long
been symbolized by the Cuban refugee. It is not the Cubans, however, who represent the largest
minority group in Greater Miami's public elementary and secondary schools. Rather, of the
24% of K-12 students in greater Miami’s public schools bomn outside of the United States, the
greatest percentage of those students are Nicaraguans, whose citizens arrived in Greater Miami
by the thousands during the early and mid-80's in an attempt to flee the turmoil in their own
country. The Nicaraguans have been followed (or preceded) by immigrants from a wide range
of countries, including Haiti, Cuba, the Dominican Republic, Honduras, and Panama, The Dade
County school board estimates that, over the past three years, an average of 1,190 new foreign-
bomn students enter the school system monthly. For each of these students, the school district
incurs additional expenses of approximately $1,368.00. And, those numbers reflect simply the
“normal® flow of immigration into Greater Miami -- any exacerbation of the present situation
would only have a larger adverse impact on the South Florida area.

An excellent illustration of the negative effect that a failure to rectify the inequities
created by the North American Free Trade Agreement is likely have on the South Florida
economy is provided by the recent Haitian crisis. As the situation continued to deteriorate in
Haiti, more and more Haitians took to boats or employed other means in an attempt to reach the
shores of South Florida. Many thousands made it to Greater Miami where they remained. The
absorption of these individuals placed an inordinate strain on Greater Miami’s infrastructure.
Already overcrowded and understaffed schools became even more overwhelmed, limited
affordable housing became even more sparse, hospitals and clinics found themselves confronted
with ever greater numbers of sick and uninsured patients, and the police and other enforcement
agencies were faced with an increasing incidence of crime.

History shows us that, as opportunity grows more and more scarce in their own
countries, the citizens of Caribbean and Central American countries have become increasingly
likely to migrate to the United States. Greater Miami’s geographical location, coupled with its
many established minority communities, make it unique among all of the possible U.S.
destinations of these immigrants. If parity is defeated, it is Greater Miami which is likely to
bear the disproportionate economic and social burden of absorbing and caring for these
individuals.



As noted above, although the North American Free Trade Agreement is only a little more
than one year old, its effect on U.S. trading patterns has already begun to take shape. NAFTA’s
impact on U.S. trade is exemplified by the most recent trade statistics on trade in wearing
apparel. Based on trade statistics through November of 1994, imports from Mexico increased
at a phenomenal 49% rate, while imports increased by only 15% from the CBI region. These
data show a drastic change from the trend over the past six years of CBI and Mexican apparel
import growth. Since In 1988, apparel imports from the CBI have increased at a rate greater
than Mexico. Thus, it is clear that the elimination of import quotas and the phase-out of import
tariffs under the NAFTA have caused a reduction in the growth of investment in and trade with
CBI countries. If apparel imports from the CBI are not placed on an equal footing with those
of Mexico, there will be a continued shift of production out of the region and accompanying
disinvestment. This will have negative economic repercussions on Miami-CBI trade and on
Greater Miami's economy as a whole.

V. CONCLUSION

H.R. 553 will allow apparel producers in the CBI region to compete with Mexico which
has a significant cost advantage because of NAFTA. It ensures that the trading relationship
between Greater Miami and the CBI is not further eroded by the tariff reductions and quota
elimination of the NAFTA. H.R. 553 fosters production in the CBI region, which contributes
to employment in Greater Miami in cutting, marketing, transportation, shipping, handling and
other tasks.

H.R. 553 will serve as a strong economic catalyst for the CBI region, fostering foreign
investment and economic development. It will enhance Miami-CBI trade which will have a great
positive impact on the economy of South Florida. It will create political stability in the CBI and
discourage excessive migration to Greater Miami. The Greater Miami Chamber of Commerce
strongly supports H.R. 553 and urges you to approve the legislation as quickly as possible.
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Chairman CRANE. Thank you very much, Mr. Sandler, and I
want to thank all of you folks and express my appreciation for your
endurance, because it has been a long day with the protracted ex-
tension of our hearing owing to activities on the floor. But I very
much relish your testimony and I look forward to seeing all but Mr.
Hoglund, I guess, down in Miami for your April conference. That
is contingent upon the activities of our committee, though, because
our chairman says we may be back working during the recess.

So, with that, I salute you all, I thank you all, and this hearing
is adjourned.

ereupon, at 3:30 p.m., the subcommittee was adjourned.]
[Submissions for the record follow:]
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BTATEMENT OF
THE AMALGAMATED CLOTHING AND TEXTILE WORKERS UNION, AFL-CIO
JACK SHEINKMAM, PRESIDENT
IN OPPOSITION TO
H.R. 553, THE CARIBBEAN BASIN TRADE S8ECURITY ACT
TO CHAIRMAN CRANE AND MEMBERS OF
THE BUBCOMMITTEE ON TRADE
COMMITTEE ON WAYS AND MEANS

FEBRUARY 24, 1995

Chairman Crane and Members of the Subcommittee:

Our union has always been an advocate of development, and

not a spokesman for "protectionism.™ We have a long tradition of
supporting workers in third world countries to better their
living standards and encouraging policies that assist in that
effort. The problem with the current proposal for CBI parity is
that it fails on all the tests of economic improvement: it
contributes to undermining the US economy, it does not promote
economic development in the CBI countries, and it drags down
living standards in the entire Hemisphere.

ACTWU believes this legislation is bad policy for a host of

reasons which will be summarized in the following points:

1.

The Case That CBI Countries Will suffer Serious
Disinvestment Due to NAFTA Has Not Been Made. This
conclusion is largely supported by a study prepared by the
US International Trade Commission (USITC) in July, 1992 on
the potential effects of a North American Free Trade
Agreement on apparel investment in CBERA countries (USITC
Publication 2541, July 1992). Among other things, the
report found that low wages were a critical element in
investment decisions and the Caribbean would continue to be
competitive in this area even after NAFTA.

“Labor costs ranging between 58 cents and $1.10 per
hour for an apparel assembly worker in CBERA countries,
are sufficiently low (particularly in relation to US
wages) to encourage further growth {emphasis added} in
the region’s apparel industry."

Many CBI countries have wages and labor standards that
are substantially below Mexico’s even after the recent
devaluation of the peso. 1In fact, the labor laws on the
books in Mexico are relatively strong and there is an
established trade union movement in Mexico. Thus there is
an institutional mechanism to give workers a voice in
distribution of the added wealth produced by enhanced trade.
With rare exception, the same can not be said of the
majority of CBI countries that would receive these trade
concessions. Almost all production takes place in Free
Trade Zones where domestic laws on worker rights and
standards are either inapplicable or unenforceable.

The Dominican Republic alone produces 50% more
apparel for export to the US than Mexico right now.
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The entire CBI apparel exports are 4 times greater than
Mexico’s. Why? Labor costs, as the ITC clearly
identified. Duty levels are almost irrelevant, except
for the big retailers and multinationals who hunger to
pocket this extra money.

TABLE 1

ADJUBTED HOURLY WAGE OF CBI APPAREL OPERATORS,
AS A PERCENTAGE OF US WAGE

Hourly Wage

Countr: As Perxcentage of UB

us 100%

Dominican Republic 8% to 10%

Guatemala 10% to 12%

Honduras 12% to 14%

Jamaica 8% to 10%

El Salvador 8% to 10%

Source: Based on Bobbin, November 1993. Wages include fringe benefits and

social charges.

Expansion of CBI apparel production is still skyrocketing
despite NAFTA, and our economy doesn’t need further encouragement
of American companies to close here and open there.

2. It Will Increase Job Losses and Reduce Living standards in
the U8S. There still are 1.7 million people making apparel
and textile products in the US -- more than in the auto,
steel, and rubber industries combined. And it is the 600
thousand Hispanic Americans and Black Americans who will be
the primary losers of these jobs as companies relocate in
response to the perverse incentives of this NAFTA parity
proposal. It will certainly undermine the apparel industry
in Puerto Rico, where apparel accounts for 20 percent of all
manufacturing jobs. The only true winners will be the big
retailers like the Wal-Marts and K-Marts, not US consumers
or workers. It contributes to a race to the lowest common
denominator of living standards, not a lifting of standards

everywhere. Just as increasing supply reduces consumer
prices in classical theory, increasing the supply of labor
by making CBI and American workers compete directly with
each other has to reduce the "price"” of workers -- their
wages and conditjons of work. Consumer prices may decline,

but US workers wages will decline even more!

The bill’s premise is "to avoid the potential diversion of
investment from beneficiary countries under the program to Mexico
as a result of the North American Free Trade Agreement." The
irony of this legislation is not lost on thousands of textile,
apparel, footwear and leather products workers who have lost
their jobs to Caribbean and Mexican imports of these products.
They are wondering why the Subcommittee is not more concerned
about the diversion of investment from the United States to the
Caribbean and Mexico that has occurred and is continuing to occur
as a result of the current CBI program, "807," and the potential
of NAFTA. They want to know why it is that the Subcommittee is
not considering legislation that minimizes, not maximizes, the
transference of jobs of thousands of American workers to the
Caribbean and Mexico and why they have been all but forgotten in
this debate.
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3. It Will Perpetuate the Underdevelopment of CBI Countries
since CBI is already a bad development policy for the
region’s economies. Jobs in export-oriented manufacturing
have been created in the area due to CBI, but job losses
have also occurred in the agricultural, mining and domestic-
oriented manufacturing sectors of Caribbean and Central
American countries under CBI. Job losses in these
traditional sectors have far outwelghed job gains. CBI
displaced workers have not been re-hired in CBI-related
jobs. And CBI-related jobs pay below poverty level wages,
thus exacerbating income inequality, social instability and
migration from the Caribbean Basin region.

4. It Will Purther Weaken Workers and Human Rights and
Undermines Labor sStandards as repressive and inhuman
conditions characteristic of free trade zones in countries
like Guatemala, El Salvador, Honduras and Dominican Republic
are not addressed. The best national laws are deliberately
violated or ignored in the Foreign Trade Zones (FTZs).

For example, the Government of El Salvador recently drafted
a new labor code to maintain its GSP privileges. But when the
900 workers at Mandarin International informed management last
month that a legal union representing the workers had been
formed, including legal recognition by the Ministry of Labor, the
company locked out all the workers saying it would never accept a
union. The workers still don’t have their jobs as of today,
despite their compliance with Salvadoran labor law.

In Honduras, the story is essentially the same at the King
Star Garment Co. There in January, the union officers and active
union members were all fired, despite their union being
completely legal under recognition by the Honduras Ministry of
Labor and a written agreement by the company signed last year
that it would abide by workers desire to be represented by a
union.

We also know that laws against child labor are never
enforced in many CBI countries. In Honduras, El Salvador and
Guatemala children 15 years old and younger make up 13 to 15
percent of the work force in the apparel industries. We have the
testimony of hundreds of women reporting they are forced to work
long hours of overtime above the normal 44 hour week, that they
are literally physically abused (slapped, punched, kicked, etc.)
or constantly sexually propositioned to keep their jobs. Health
care, even legally mandated benefits, are frequently ignored.

Consequently, the countries in the Caribbean that have
relatively high wages, strong effective unions, and political
democracy will lose out to those countries which are weakest on
these measures of social and political development.

5. It will increase migration from the Caribbean Basin
countries to the US as working conditions in those countries
deteriorate to the lowest common denominator. For instance,
between 1983 and 1991 as Dominican Republic exports from
FTZs increased by 470 percent, real minimum wages declined
by 26 percent and immigration to the United States increased
by 88 percent.

The evidence of failed benefits of an export-only oriented
trade program to developing countries is most clear in the
following comparison of wages and maquiladora exports in Honduras
over the last decade:
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As Honduran Maquiladora Exports Skyrocket
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the Dollar Wages Paid by U.S. Companies Decline by 53%
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Year Imports from Honduras ~ Wage (Lempiras)  (LempiravUSS$) Wage (USS)
1983 $ 20,400,000 1.62 281 $0.81
1984 $ 22,200,000 1.62 481 30.81
1985 $ 25,800,000 1.62 A8t - $0.8t
1986 $ 31,900,000 1.62 sl $0.81
1987 $ 41,900,000 1.62 2.48/81 $0.65
1988 $ 62,000,000 1.62 3.10/%) $0.52
1989 $ 86,700,000 1.62 37381 $0.43
1990 $112,600,000 2.15 5.10/$1 $0.42
1991 $196,600,000 2.66 5.63/81 3047
1992 $367,131,000 3.02 5.75/81 $0.53
1993 $506,000,000 3.29 7.26/81 $0.45
YTD 1994 $507,830,000* 3.29 8.69/51 $0.38

* Sowrces: Limport figores from U.S. Commerce Department. Yess-1o-date 1994 imports are January-May figures annualized,
but not seasonslly adjusted. Minimum wage snd foreign exchange rates were obtained Irom various business sources.

YTD 1994 foceign exchange rates are a2 of 7/12/94.

US $ Hourly Wages of Honduran Workers
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ACTWU Statement
February 24, 1995

Certainly the decade of CBI benefits in non-apparel
industries has not demonstrated any takeoff in CBI economic
developnent nor lessened migration flow to our shores. In fact
this legislation creates the same hyperinflated investment
incentives that in good measure led to the Mexican currency
collapse.

6. It Will Red Tax Rev for the US treasury, which will
further increase the federal budget deficit. We calculate
the amount of tax revenue loss will be nearly $1.5 billion
for the next 5 years, not the $800 million previously
predicted. And this does not count the huge federal revenue
loss from import-displaced Americans, who will far outnumber
the few additional workers employed by increased exports.

The supposed $13 billion of US exports to CBI countries is a
statistical fraud. Probably two thirds of our "exports" are not
designed for sale in these countries, but are simply component
parts being processed for return to our country. This is not
trade.

This legislation is a perversion of free trade, not an
enhancement of it. It is a one-way free trade road, where
everything can come here, but all road blocks on products going
there remain intact.

Just because NAFTA parity benefits are extended for "only"
six years -- at which time the CBI countries would either accede
to NAFTA, or sign their own free-trade accord with the US, or
lose benefits ~- no one should believe for a minute that the
benefits would be revoked under any circumstances. Once
extended, the congressional sponsors of this legislation would
never permit the benefits to be withdrawn. The legislation is
just a not-so-clever ruse to provide trade preferences or
"foreign aid" to the Caribbean at the expense of American workers
and American standards of living.

The approach taken by HR 553 is capitulation before
negotiation. Benefits and obligations go together. Granting the
former first creates no incentive for acceptance of the latter.
What HR 553 will produce is a managed trade agreement benefiting
only corporate managers and shareholders. What should really be
done by Congress is to mandate the President to renegotiate
NAFTA, fix its neglect of currency policy, labor rights standards
and environmental consequences.

At least in the 70s there was a tacit social contract
between Government and our citizenry. As trade was to be made
more open, the people who would be displaced would be given
income support and educational opportunities to allow them to
move to new occupations or opportunities. Today this Congress is
tearing up that contract and throwing the dispossessed unto the
scrap heap of permanent joblessness, poverty and long term
misery.

We therefore urge this Subcommittee and Congress to reject
this legislation.
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[BY PERMISSION OF THE CHAIRMAN]

7th February, 1995

Hon, William Coyne
2455 Rayburn House Office Building
Washington, D.C. 20515

Dear Mr. Congressman,

The Ambassadors of the Caribbean and Central American
countries wish to express our strong support for the Caribbean
Basin Trade Security Act (HR553) -introduced by Congressmen Crane,
Shaw, Rangel and Gibbons.

The Act will grant CBI countries parity with NAFTA for those
products which are excluded from the CBI duty-free preferences. It
also allows CBI countries to either accede to the NAFTA or to
negotiate bilateral Free Trade Agreements at the end of the six-~
year transition period.

We believe this Act will address the problems of diversion of
trade and investment faced by CBI countries since the
implementation of the NAFTA. We sincerely hope that the Congress
will support this initiative. We believe that it is in keeping
with the US commitment to provide NAFTA Parity for CBI countries.
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We take this opportunity to renew to you the assurances of our
highest consideration.

Yours sincerely,

b ) ANE Y
- % L !
Patrick A. Lewis Timothy ponaldson
Ambassador of Antigua & Barbuda Ambassador of The

Commonwealth of the

Courtney Blatkman

Ambagssador of Barbados

Sonla Jose del Carmen Ariza

,//Ambassa or of Costa Rica Ambassador of Dominican Republic
Ana Cristina Sol Denneth Modeste
Ambassador of El Salvador Ambassador of Grenada

Mohammed Ali-Odeen Ishmael
Ambassador of Guyana
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Robarto Floreé Bermudez
Ambassador of Haiti Ambassador of Honduras

Richard L. Bernal Roberto Mayorga-Cortes

Ambassador of Nicaragua

Ambassador of Jamai

Ricardo Alberto Arias
Ambassador-of Panama

<
argé d’affaires ad interim
Embassy of St. Kitts and Nevis

\‘(~/é¢‘ /
({Lﬂqse h Edmunds Kingsls#”C. A. Layne
Ambassador of St. Lucia Ambassador of St. Vincent and

the Grenadines

ig
Ambassador of Trinidad and Tobago
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Statement of the
American Chamber of Commerce of the Dominican
Republic
Favoring Passage of the Caribbean Basin Trade Security
Act
{H.R. 553)

Introduction

The American Chamber of Commerce of the Dominican Republic wishes to express its
full support for the proposed "Caribbean Basin Trade Security Act of 1995" (H.R. 553),
introduced by Representative Phil Crane (R-IL), Chairman of the Trade Subcommittee
of the House Ways and Means Committee, and cosponsored by Representative Sam
Gibbons (D-FL) and Representative Charles Rangel (D-NY).

This American Chamber, representing over 3,400 business firms, large and small, is
committed to the promotion of trade and investment between the Dominican Republic and the
United States of America in order to improve the standard of living of their peoples.

As a member of the Association of American Chambers of Commerce in Latin America
(AACCLA), we fully endorse the statement by Mr. David E. Ivy, President of AACCLA,
before this subcommittee on February 9, 1995. The position stated by AACCLA on this
legislation very clearly reflects the importance which the Caribbean Basin Countries give to
sustained economic development and political stability in the region.

The Impact of the Industrial Free Zones on the Economic Development of
the Dominican Republic

The adoption of H.R. 553 is essential for the continued economic development of the
Dominican Republic consistent with the pro-free trade declarations made at the Summit of
the Americas. The United States is the principal trading partner of the Dominican Republic,
with bilateral trade of more than $5 billion in 1994. This volume of commerce makes the
Dominican Republic the seventh largest importer of U.S. goods within Latin America, and
35th largest consumer of American products in the world.

The close trading relationship between the U.S. and the Dominican Republic was
strengthened with the enactment of the Caribbean Basin Initiative in 1983, and given
permanent status in 1990. This program, which facilitates trade between the two countries,
has created a significant number of jobs in both nations over the past 11 years. However,
passage of the North American Free Trade Agreement has, unintentionally, made taken away
some of the benefits of CBI program granted firms in the region.

Now, it is crucial that this Congress approve H.R. 553 in a timely manner. By doing so, the
United States can stem the loss of jobs in the Dominican Republic that has resulted from
firms either moving to Mexico or cancelling contracts with Dominican factories.

It is calculated that for every five jobs created in the Dominican Republic’s free trade zones,
1 job is created in the United States. Should companies continue to divest from the zones
and grant contracts to competitors in Mexico, this figure will be reduced in both countries.

The government of the Dominican Republic is working to adopt new and more liberal
foreign investment legislation in order to attract and facilitate foreign direct investment. The
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American Chamber of Commerce is confident that such measures, if constructed correctly,
will create a more favorable investment environment for American firms. Without speedy
passage of H.R. 553, market-oriented economic liberalization policies now under review by
the government will do little to increase the strong ties between the U.S. and the Dominican
Republic A burgeoning export market for U.S. firms will be lost, as will investment
opportunities and the job creation effect trade has on all nations opening their economies.

Finally, it is important to note the social and political stability that job creation in the free
trade zones has fostered. Thousands of young and eager workers owe their jobs to the
Caribbean Basin Initiative. Without those employment opportunities, the Dominican
Republic runs the risk of suffering social unrest which would, in turn, pose a serious
challenge to the country’s nascent democratic institutions.

The American Chamber of Commerce in the Dominican Republic urges the U.S. Congress to
approve H.R. 553, the Caribbean Basin Trade Security Act. '
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AMERICAN CHAMBER OF COMMERCE OF TRINIDAD AND TOBAGO
Hilton International - Upper Arcade, Lady Young Road, Port-of-Spain,

Trinidad & Tobago, W.I. Fax: 627-7405
Telephone: 627-8570, 624-3211 (Ext. 6081).

STATEMENT OF
CLYDE ALLEYNE
PRESIDENT
AMERICAN CHAMBER OF COMMERCE OF TRINIDAD AND TOBAGO
FAVORING PASSAGE OF
THE CARIBBEAN BASIN TRADE SECURITY ACT
FEBRUARY 22ND, 1995

The American Chamber of Commerce of Trinidad and Tobago (AmCham T & T)strongly
supports the Caribbean Basin Trade Security Act (HR 553) as proposed by Trade
Subcommittee Chairman Phil Crane and cosponsored by ranking Ways and Means
Committee member Sam Gibbons and Congressman Clay Shaw and Charles Rangel.

AmCham T & T represents virtually 100% of the American investment in Trinidad and
Tobago as well as a large percentage of the Trinidadian business community. AmCham T
& T is therefore in the unique position of being able to reflect the interests of both US
and Trinidadian business operating here.

The chief beneficiary in the US-Caribbean Basin trading relationship is the US which
exports over USS$S billion annually to the region. Trinidad and Tobago alone imports over
half a billion dollars worth of goods and services from the US which is by far its largest
trading partner. The states of Florida and Texas each export US$100million in goods and
services to Trinidad and Tobago per year.

AmCham Trinidad and Tobago is particularly pleased to note that petroleum exports have
been specifically identified by this bill for special treatment. This will be of great benefit to
Trinidad and Tobago whose major export is petroleum and petroleum-reiated products
The major U.S. investments in Trinidad and Tobago are in the petroleum and
petrochemical sectors.

The Government of Trinidad and Tobago has adopted an agressive program to liberalise
the economy and has taken some political risk in doing so. It is this new liberalised
environment which makes Trinidad and Tobago such an attractive market for US
companies to invest. New investment in Trinidad and Tobago has come from Enron Oil
and Gas, NUCOR, Unocal, Southem Electric, Exxon, Arcadian, Mobil, Farmland and
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Chevron. Some other US companies operating in Trinidad and Tobago are Citibank,
Amoco, Texaco, 3M of Minnesota, [BM and Johnson and Johnson.

US investment has grown from US$101 million in 1992 to US$643 million in 1994 and is
estimated, according to U.S. company committments, to reach US$1 billion in 1995.
(Figures from U.S. Embassy, Port of Spain). This expansion in cross-border investment
has been facilitated by the policies of economic liberalisation and open economy practices
which the T & T government has rigorously implemented over the last three years.
AmCham T & T strongly supports the Crane bill which will reduce investment diversion to
Mexico & Canada where exports enjoy superior access to the US over products from the
Caribbean.

In summary, AmCham T & T, being in the unique position of reflecting the views of both
American and Trinidadian interests, strongly supports HR 553 since it will:

1. - expand the export and investment opportunities for the United States.

2. - be of great benefit to Caribbean basin countries in that it will support the continued
programs of economic liberalisation taking place across the region as well as the political
stability and democratic rule.

3. - provide the framew/ork to strengthen and expand trade and job opportunites in both
countries.

4. - reduce the possibility of investment diversion away from Caribbean countries such as
Trinidad and Tobago.
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COMMENTS OF AMERICAN TOURISBTER, INC.
TO THE SUBCOMMITTEE ON TRADE
ON H.R. 553

These comments are submitted on behalf of American Tourister,
Inc., of Warren, Rhode Island and Jacksonville, Florida, in support
of H.R. 553, the "Caribbean Basin Trade Security Act."

Currently NAFTA provides duty-free treatment for textile
luggage assembled in Mexico which incorporates wholly U.S.-formed
fabric, however, the same product is subject to a substantial
tariff on importation from CBI countries, even if U.S. fabric is
utilized.

American Tourister is a leading U.S. manufacturer and importer
of luggage, with headquarters at 91 Main Street, Warren, Rhode
Island. American Tourister has captive suppliers in the Dominican
Republic, where it manufactures luggage from raw materials sourced
from both the United States and the Far East. Accordingly, the
company has an interest in H.R. 553 and is supportive of the bill.

In late 1989 American Tourister started shifting from buying
soft luggage in the Far East, and started sourcing soft luggage in
the Dominican Republic, using raw materials sourced both in the
United States and the Far East. For this the company set up a
165,550 square foot facility in Jacksonville, Florida to cut the
fabric used in the Caribbean assembly operations and then to
distribute the finished luggage.

Over 80 percent of textile soft-side luggage sold in the
United States is imported predominantly from Pacific Rim countries,
principally from Taiwan, Korea, Thailand, and China. Therefore, to
the extent textile luggage is produced in Caribbean countries
utilizing U.S. origin materials, only Far Eastern suppliers are
affected. The only domestic U.S. production of textile luggage is
high-end, low volume product which is not competitive with imported

soft-sided luggage. American Tourister's production in the
Dominican Republic has shifted some of the U.S. supply from the Far
East to North America -- a specific goal of the Caribbean Basin

Economic Recovery Act.

The CBI-NAFTA parity bill is intended to provide duty-free
treatment (in the same manner as NAFTA) for products assembled in
CBI-eligible countries utilizing U.S.-origin fabric and qualifying
for tariff treatment under Heading 9802 of the HTSUS. Since
American Tourister is the sole purchaser from the captive suppliers
in the caribbean, it is in a position to stipulate that these
producers use only U.S. fabric in order to take advantage of any
duty benefits offered by the CBI-NAFTA parity bill. Therefore, not
only would the bill allow continued benefits to Caribbean
development, but it would also expand greatly the market for U.S.-
origin textile material.

The 1location of American Tourister's softside luggage
operations in the Dominican Republic and Florida has created wide-
ranging benefits in both areas. 1In the Dominican Republic, the
company is responsible for about 2,000 jobs. These jobs had
previously been in the Far East. This obviously contributes in a
very substantial way towards the goal of the Caribbean Basin
Initiative of promoting economic growth and stability in the
Caribbean region. The Jacksonville, Florida facility, which opened
in late 1991 to support the Dominican operations, directly provides
over 200 jobs, and also supports independent service operations,
such as transportation companies.
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Providing duty-free treatment for textile luggage assembled in
CBI beneficiary countries from fabrics wholly formed and cut in the
United States would benefit rather than harm U.S. interests for
several reasons. It would support the expansion of the American
Tourister facility in Florida and potential job increases. It
would not affect U.S. manufacturers since there is no domestic
production of textile luggage in the same market category as that
imported from CBI countries. It would discourage the diversion of
this activity from this hemisphere to the Far East; and it would
expand the market for U.S.-origin textile material.
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STATEMENT OF THE
AMERICAN YARN SPINNERS ASSOCIATION
TO THE
COMMITTEE ON WAYS AND MEANS
U.S. HOUSE OF REPRESENTATIVES
ON H.R. 553
"THE CARIBBEAN BASIN TRADE SECURITY ACT"

This statement is being submitted on behalf of the American Yarn Spinners Association,
(AYSA), which is the national trade association of the sales yarn sector of the textile industry.
The association's member firms employ more than 80,000 Americans in 350 manufacturing
facilities in 12 states, producing yarns of natural and manmade fibers for the apparel,
homefurnishings, industrial, and craft markets. Bureau of Census reports show that 42.5
percent of total U.S. yarn production in 1993 was produced by the sales yarn sector for
conversion by other sectors of the textile and apparel industry into finished products.

AYSA was the first textile organization to officially announce support for the North American
Free Trade Agreement (NAFTA). That support was given on the basis that it was the first trade
agreement involving textiles and apparel that truly provided reciprocal market access on a basis
that permits U.S. yarn producers to share equitably in the greater NAFTA market. It was our
hope that the Caribbean Basin Trade Security Act would provide this same reciprocity and that
we would be in a position to support H.R. 553. Unfortunately, this is not the case for the
reasons outlined in the following paragraphs.

Findi 1 Poli

H.R. 553 appears to be based on the premise that unless CBI countries receive NAFTA
equivalent benefits, there will be a diversion of investment to Mexico. Before addressing this
issue, one should first consider why investment in textiles and apparel located in the CBI in the
first place. We submit that the primary motivation was directly related to the quota system
under the Mulfi-Fiber Arrangement. The proliferation of Free Trade Zones and low wages in
CBI countries simply provided manufacturers and opportunity to take advantage of the move
liberal quota treatment accorded this area.

In our view, H.R. 553 will cause some dislocation in the CBI, but Mexico is unlikely to be the
beneficiary. The fact is that some CBI countries offer advantages over others, including size
of the labor force, infrastructure, energy costs etc. It is reasonable, therefore, to assume that
with the elimination of textile and apparel quotas from all sources, investment will no longer
be motivated by quota, but by real economic and structural considerations. This, rather than
parity, will likely determine investment decisions in the future.

We are in agreement that the goal of H.R. 553 should be to achieve accession of the CBI
countries in NAFTA at the earliest possible date, but not without reciprocity. For U.S. firms
to have to wait for up to six years to achieve the same market access to the CBI, already in
effect with Mexico and Canada is simply unjustified.

While giving NAFTA tariff treatment to goods entering the United States from CBI countries,
H.R. 553 does not require reciprocity for U.S. goods going to CBI countries. We believe this
to be unfair to firms in the CBI, as well as potential U.S. suppliers to those firms. For
instance, a knitter in Jamaica could be disadvantaged compared with a knitter in Mexico who
may receive a lower tariff on yarn imported from the United States under NAFTA.
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As a condition for receiving NAFTA parity, CBI governments should be required to accept the
same tariff reduction obligations and other market access provisions that apply to current
NAFTA partners. Otherwise, U.S. producers would gain no benefit over non-NAFTA
countries during the six-year transition and perhaps even longer, since lowering of CBI tariffs
would be the subject of negotiation at the time of full accession to NAFTA. One must assume
from the language in Title I, Sec. 202 (b)(1) that additional tariff phase-out periods are
anticipated.

A final argument for immediate access benefits for U.S. yamn producers is the potential for yarn
sales in the CBI countries. AYSA has been able to identify millions of pounds of yarn
transshiped from the Far East through U.S. ports to Costa Rica, Dominican Republic,
Guatemala, and Honduras. All of these yarns are produced in the United States but are brought
in from the Far East by Far Eastern firms who have located in CBI countries to presumably
obtain quota access to the U.S. market. Attached as Exhibit A is a listing of the CBI importers,
the type of yarn and country of origin of the yam. This information clearly illustrates a
potential yarn market in the CBI that is being supplied by low cost subsidized producers in the
Far East. With the exception of a few small mills in Guatemala and El Salvador, yarn
production in the CBI is non-existent. Providing reciprocal tariff reductions would enhance
competitiveness of U.S. producers and at the same time benefit CBI purchasers of yarn.

Tariff Preference Levels

We are opposed to providing Tariff Preference Levels for two reasons. First, they are not
justified and, second, they undermine the NAFTA rules of origin. While NAFTA provides for
TPL's, it is our view that the alleged need for TPL's, with some exception, was a smokescreen
to circumvent the rules of origin. This is born out by Mexico's ack of use of their allowable
TPL's. It should also be noted that NAFTA provides full trade reciprocity, which is not the
case with the CBI parity proposal embodied in H.R. 553.

NAFTA contains a provision known as 807-A which is carried over into H.R. 553. Under this
provision, apparel may enter the United States duty free provided the fabric components were
formed and cut in the United States. The fabric is not subject to the yam-forward rule. While
AYSA acknowledges the difficulty of changing this provision since it is already incorporated
in NAFTA, we nonetheless view it as a potential means by which the rule of origin could be
circumvented.

Perhaps more important for yarn producers is that some textile and apparel products are
produced directly from yarn in a single process with little or not sewing. Hosiery, including
socks, is an example since the body of the hosiery is knit to shape with sewing required only
to close the toe. Unlike fabric components, U.S. produced yarn does not qualify for 807 or
807-A tariff treatment, although the conversion of the yarn into a product requires little or not
sewing in Mexico.

Numerous comments have been received from potential yarn purchases in Mexico and CBI
countries questioning why yarn does not receive 807 type benefits. AYSA believes that the
time has come to include U.S. produced yamn for special tariff treatment similar to that now in
effect for fabrics. This would be beneficial to Mexico and the CBI as well as enhance market
potential for U.S. yarn producers.

Conclusion

In conclusion, AYSA would like to be in a position to support H.R. 553 but cannot do so as
currently written. All we are requesting is that fairness and reciprocity be incorporated in the
legislation as outlined in this statement. It is hoped that the Committee will give our
suggestions serious consideration.
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COTTON

THREAD COTTON
COTTON

COTTON

COTTON SUPER CARDED
COTTON KNITTING
THREAD COTTON
COTTON

COTTON

COTTON COMBED
COTTOM

COTTON

COTTON COMBED
COTTON

COTTON COMBED

POUNDS

26093

66950
187391
0

0

2636
31911
95900
6142
41647
11962
16754
0
140256
216844
29598
24250
94489

IMPORTER

HILOS

FORTEX IND
RILOS

NEW CAR!
STRONG PROGRE
INTL SEWING S
CASA BARAHONA
TEJIODOS INTL
MEW CARL
UNION D MFG
UNION DE MFG
RILOS

NEW CARI

C&F 1XD

NEW CAR!

NEW CARI

TRAP RAIN
TRAP RAIN
NEW CAkl
GOTEX

BALDWIN & EBE
BALDWIN & EBE
MULTISERVICIO
BALDWIN & EBE
BALDWIN & EBE
OCHENTA & OCH
NYF GARMENTS
CORTEX INTL
TEJIDOS INTL
CORTEX INTL
C&F IND.
CHARMING GRMN
NAVECON
TEJIDOS INTL
TEJIDOS INTL

TEXTILE CENTR
DISTR MARTE

TEXTIL CENTRO
TEXTILE CENTR
TEXTIL CENTRO
TEXTIL CENTRO
DISTR MARTE

TEXTIL CENTRO
TEXTILE CENTR
KUNJA KNITTIN
KUNJA KNITTIN
KUNJA KNITTIN
KUNJA KNITTIN
KUNJA KNETTIN
KUNJA KNITTIN

DESTINATN DATE

cost 05/26/93
HOND 05/26/93
cosT 03/31/93
bR 09/15/93
HOND 04/21/93
HOND 04/21/93
HOND 03/10/93
oR 03/10/93
DR 10727/93
DR 05/19/93
DR 02/03/93
cosT 02/24/93
bR 02/24/93
bR 02/24/93
oR 02/24/93
DR 02/26/93
DR 02/24/93
R 02/24/93
DR 06/09/93
DR 06/09/93
oR 02/16/94
R 03/30/94
GUAT 05/18/94
DR 05/11/94
R 05/04/94
GUAT 06/01/94
HOND 11/02/94
GUAT 11/02/94
oR 11/02/96
GUAT 10/12/94
R 09/28/94
HOND 09/28/94
GUAT 09/07/94
DR 11/23/9
DR 08/10/94
cosT 06/23/93
GUAT 03/17/93
cosT 03/17/93
cosT 03/17/93
cost 05/12/93
cosT 04/21/93
GUAT 06/09/93
cosT 06/09/93
cost 06/09/93
oR 03/09/94
DR 03/16/94
DR 03/30/9%
DR 03/30/94
BR 03/30/9%

DR 04/20/94



02/22/95

PORT

LONG BEACH
LOS ANGELES
LOS ANGELES
LONG BEACH
LOS ANGELES
LOS ANGELES
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH

LOKG BEACH

MIAME
MIAMI

MIAMI
MIAMI
MIAMI

MIAML
MIAML
MIAM]
MIAM]
MIAML
MIAM]

NEW YORK
LOS ANGELES
LOS ANGELES
LOS ANGELES
LOS ANGELES
LOS ANGELES
LOS ANGELES
NEW YORK
NEW YORK
MIAMI

LOS ANGELES
LOS ANGELES
LOS ANGELES
LOS ANGELES

ORIGIN

INDIA
INDIA
INDIA
INDIA
INDIA
INDIA
INDIA
INDIA
INDIA
INDIA
INDIA
INDIA

INDONESIA

ISRAEL
ISRAEL

JAPAN
JAPAR
JAPAN

MACAU
MACAU
MACAU
MACAU
MACAU
MACAU

PAKISTAN
PAKISTAN
PAKISTAN
PAKISTAK
PAKISTAN
PAKISTAN
PAKISTAN
PAKISTAN
PAKISTAN
PAKISTAN
PAKISTAN
PAKISTAN
PAKISTAN
PAKISTAN

197

TYPE POUNDS
COTTON 117393
COTTON 365%
COTTON 36594
COTTON COMBED 117393
COTTON 3659
COTTON 33397

COTTON COMBED KNITT 39181
COTTON/POLY CP KNIT 3931

COTTON CQMBED N3
COTTON 39131
COTTON COMBED 3913

COTTON COMBED KNITT I3

1,301,869

POLY/COTTON KNITTIN 37974

37,974

THREAD 3631
THREAD 13102
16,733

MISC 35639
THREAD 0
THREAD POLYESTER 0
35,639

THREAD 0
THREAD 0
THREAD 0
THREAD 0
THREAD 9
THREAD 0
0

COTTON CARDED 36375
COTTON 71000
COTTON 73000
COTTON 36221
COTTON 36375
COTTON 71296
COTTON 160945
COTTON CARDED WAXED 36375
COTTON EARDED WAXED 36375
COTTON WAXED 36230
COTTON 35203
COTTON . 35648
COTTON 36375
COTTON 109127

[MPORTER

KUNJA KNITTIN
KUNJA KNITTIN
KUNSA KNITTIN
KUNJA XNITTIN
KUNJA KNITTIN
KUNJA KRITTIN
KUNJA KNITTIN
KUNJA KNITTIN
KUNJA KNITTIN
KUNJA KNITTIN
KUNJA KNITTIN
KUNJA XNITTIN

KUNJA KRITTIN

GRUPO FOLLAZE
RIEGOS MODERN

KUNJA KRITTIN
P
PRIMA [ND

STRONG PROGRE
STRONG PROGRE
STRONG PROGRE
STRONG PROGRE
STRONG PROGRE
STRONG PROGRE

KURJA KNITTIN
MFRS TEXTILES
KUNJA KNITTIN
M GONZALEZ

KUNJA KRITTIN
KUNJA KNITTIN
KUNJA KNITTIN
KUNJA KNITTIN
KUNJA KNITTIN
AGENCTAS ROMA
MFRS TEXTILES
KUNJA KHITTIN
KUNJA KNITTIN
KUNJA KNITTNG

DESTINATN DATE

DR
DR
DR
oR
DR
DR
DR
DR
DR
DR
DR
DR

OR

cosT
cosT

DR
HOND
HOKD

DR
HOND
HOND
HOND
HOND
OR

OR
OR
DR
OR
OR
DR
DR
DR
OR
OR
OR
DR
DR
DR

05/18/94
05/18/94
05/04/94
05/25/94
05/25/94
06/01/94
10/05/94
09/28/9%
09/21/94
09/07/94
08/24/94
08/10/94

10/26/9

02/17/93
02/17/93

03/24/93
04/21/93
04/21/93

03/17/93
06/30/93
09722793
04/28/93
04/21/93
06/09/93

11/17/93
04/07/93
04/07/93
04/07/93
02/17/93
10/13/93
03/24/93
09/15/93
09/15/93
09/15/93
06/02/93
10/27/93
07/28/93
02/03/93



02/22/95
PORT

NEW YORK
NEW YORK
LOS ANGELES
LONG BEACH
MIAMI

NEW YORK
MIAM]

H1AM]

MIAM]

LONG BEACH
LOS ANGELES
LOS ANGELES
LOS ANGELES
NEW YORK
NEM YORK
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
NEW YORK
NEW YORK
HIAM)

PT EVERGLADES

LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
TACOMA
MIAMI
MNIAMT

LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
CHARLESTON

PAKISTAN
PAKISTAN
PAKISTAN
PAKISTAN
PAKISTAN
PAKISTAN
PAKISTAN
PAKISTAN
PAKISTAN
PAKISTAN
PAKISTAN
PAKISTAN
PAKISTAN
PAKISTAN
PAKISTAN
PAKISTAR
PAKISTAN
PAKISTAN
PAKISTAN
PAKISTAN
PAKISTAN
PAKISTAN

PORTUGAL

PRC

PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC
PRC

ROK
ROK
ROK
ROK
ROK

198

TYPE

COTTON CARDED
coTToN

COTTON

COTTON

COTTON WAXED KNITTI
COTTON CARDED
COTTON

COTTON CARDED
COTTON CARDED
COTTON

COTTON

COTTON

COTTON
COTTON/POLY COMBED
COTTON

COTTOR

COTTON

COTTON

COTTON
POLY/COTTON COMBED
COTTON CARDED KNITT
COTTOM CARDED

COTTON

THREAD

THREAD OM COMES
THREAD

THREAD

THREAD COTTON/POLY
COTTON

THREAD

COTTON DYED
COTTON DYED
THREAD

COTTON DYED
COTTON

COTTON
POLYESTER SPUN
THREAD POLY SPUN
POLY SPUN

THREAD

COTTON

COTTON

COTTON COMBED
ACRYLIC SPUN

25207
17289

IMPORTER

ALMACEN & FAR
KUNJA KNITTIN
SEKWANG IND
GON2ALEZ
KUNJA KNITTIN
KUNJA KRITTIN
KUNJA KNITTIN
KUNJA KNITTIN
KUNJA KNITTIN
KUNJA KNITTIN
KUNJA KNITTIN
KUNJA KNITTIN
KUNJA XNITTIN
KUNJA KNITTIN
KURJA KNITTIN
TXT CENTRO AM
TX. CENTRO AM
TX. CENTRO AM
TX. CENTRO AM
KUNJA KNITTIN
KUNJA KNITTIN
KUNJA KNITTIN

ARDMORE

TAN WAY

YA ME] ENTERP
YA ME] ENTERP
TAN WAY
MEDPLY
EXCELLMODES €
YA MEI ENTERP
CAMOSA
CAMOSA

YA ME] ENTERP
1EP CARIBBEAN
LEP CARIBSEAN
SASTEX

LLOYDS BANK
EAST ONE

EAST ONE

IND TEXSEDA
TAE YOUNG
TAE YOUNG
WONCHANG HOND
KOCOMERICA

DESTINATH DATE

CosT
DR
GUAT
OR
DR
L}
OR
DR
DR
OR
DR
DR
DR
OR
R
cosT
cost
CosT
COosT
DR
DR
DR

DR

DR
DR
DR
DR
cosT
GUAT

HOND

HOMOD

CosT
GUAT
GUAT
HOND
cosT

02/26/93
09/29/93
12/29/93
01/12/94
02/09/94
03/09/9
03/09/94
03/09/94
03/16/96
04/06/94
04/20/94
05/18/94
06/01/94
11/09/94
11/09/94
11/702/94
09/21/94
09/21/94
09/21/94
11/16/9
11/16/9
08/24/94

10/20/93

06/23/93
06/23/93
03/17/93
06/30/93
09/01/93
03/31/93
09/15/93
03/10/93
03710793
06/09/93
03/09/94
03730794
04/20/94
11/09/94
11730/94
08/31/94

06/16/93
06/16/93
06/16/93
06/16/93
06/23/93



02/22/95

PORT

LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
MIAM]

MIAM]

MIAM]

MIAMI

LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
MiAM]

BALTIMORE
BALTIMORE
BALTIMORE
LONG BEACH
MIAM]

LONG BEACH
LONG BEACH
MIAMI

LONG BEACH
LONG BEACH
LONG. BEACH
LONG BEACH
MIAM]

H1AMT

CHARLESTON
MIAMI

LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
MIAMY

LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH

ORIGIN

ROK
ROX
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROX
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
fOK
ROK
ROK
ROK
ROK

199

TYPE

COTTON COMBED DYED
ACRYLIC DYED
COTTON

coTTON

Hisc

Hisc
NYLON/ACETATE
COTTON WAXED

FIL POLYURETHANE
ACRYLIC SPUN DYED
uisc

MiSC

COTTON CARDED
MISe

ACRYLIC DYED

MISC ’

NISC

MISC

COTTON CARDED
ACRYLIC/NYLON SPUN
COTTON CARDED SPUN
M1SC

COTTON CARDED
COTTON COMBED
COTTON CARDED
MISC

COTTON COMBED
POLY/COTTON SPUN
NYLON ANTROR
COTTON COMBED SPUN
THREAD

NiSC

coTTON

ACRYLIC SPUN DYED
ACRYLIC DYED

HISC
ACRYLIC/COTTON
COTTON COMBED
THREAD POLYESTER
Misc

uisc

Mise

COTTON CARDED
COTTON

COTTON

COTTON CARDED
e

COTYON COMBED
ACRYLIC NYLON
MISC

COTTON CARDED DYED
COTTON CARDED DYED
MISC

POUNDS

33069
5628
23902
30864
444000
115000
29000
26100
15057
24967
135000
35000
12083
76000
26400
57318
831
72518
14259
26455
48501
150000
20068
13227
11463
95000
28179
41887
9446
12123
392
35639
33540
26455
21874
35639
16609
3117
722
128963
3306
28902
18236
23725
24283
17195
78000
23900
50704
50705
35273
76
60000

IMPORTER

TAE YOUNG
WOO CHANG
WOMCHANG HOND
HYUP SUNG
KUNJA KNITTIN
GALAXY IND
MODESTO LOPEZ
WONCHANG HOND
KOCOMERICA
KOCOMER1CA
KUNJA KNITTIN
GALAXY IND
TAE YOUNG
KUNJA KNITTIN
WOO CHANG DOM
KUNJA KNITTIN
GALAXY IND
KUNJA KNITTIN
YOUNG COLLECT
YOUNG COLLECT
TAE YOUNG
KUNJA KNITTIN
KOCOMERICA
KOCOMER [CA
KOCOMERICA
KUNJA KNITTIN
WONCHANG HOND
TAE YOUNG
BIBONG APPARE
WONCHANG HOND
EUNSUNG

KUNJA KNITTIN
MOOAS J §
KOCOMERICA
WOO CHANG DOM
KUNJA XNITTIN
KOCOMERICA
WONCHANG HOND
IND TEXSEDA
KUNJA KNITTIN
GALAXY IND
GALAXY IND
KIMl

WONCHANG HOND
WONCHANG HOND
ZONAS IND
KUNJA KNITTIN
WONCHANG HOND
YOUNG COLLECT
TAE YOUNG
TAE YOUNG
TAE YOUNG
GALAXY IND

OESTINATN DATE

GUAT 06/23/93
DR 06/23/93
HOND 04/14/93
HOND 04/14/93
OR 04/14/93
HOND 04/14/93
DR 04/16/93
HOND 04/14/93
cosT 03/17/93
cost 03/17/93
DR 03717/93
HOND 05/12/93
GUAT 05/12/93
DR 05/12/93
DR 05/12/93
OR 05/12/93
HOND 05/12/93
DR 05/12/93
DR 05/12/93
or 11717793
GUAT 11/17/93
OR 04/07/93
cosT 02/17/93
cosT 02/17/93
cost 02/17/93
DR 02/17/93
HOND 09/22/93
GUAT 10/13/93
DR 10/13/93
HOND 10713793
GUAT 03/24/93
DR 03/24/93
GUAT 03/26/93
cosT 03/264/93
DR 03/24/93
DR 03/24/93
cosT 07/21/93
HOND 09/01/93
cosT 02/10/93
DR 02/10/93
HOND 04/28/93
HOND 04/28/93
HOND 04/28/93
HOND 05/26/93
HOND 05/26/93
HOND 05/26/93
DR 05/26/93
HOND - 05/26/93
OR 10/20/93
GUAT 10/20/93
GUAT 07/07/93
GUAT 07/07/93

HOND 03/31/93



02/22/95

PORT

MIAN]
LONG BEACH
MIARI
MIAMI
MIAM]
LONG BEACH
LONG BEACH
MIAMT
LONG BEACH
LONG BEACH
LONG BEACH
MIAMI
MIAMI
LONG BEACH
LONG BEACH
LONG BEACH
MIAMI
MIAM]
MIAML
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
MIaMI
MIAMI
MIAMI
MIAMI
LONG BEACH
LOKG BEACH
MIAM]
HIAM]
MIAMI
LONG BEACH
MIAMI
LONG BEACH
M1AM1
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
MIAM]
MIAMI
MIAMI
LONG BEACH
MIaMl
MIANI
MIAM(
LONG BEACH
LONG BEACH
LONG BEACH
MIAMI
LONG BEACH

ORIGIN

ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROX
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK

TYPE

COTTON COMBED
COTTON DYED

COTTON COMBED
COTTON

MISC SPUN

Misc

MIsC

COTTON COMBED
THREAD POLYESTER
COTTOK CARDED
MISC

ACRYLIC DYED

MISC

COTTON CARDED DYED
COTTON

COTTOR

COTTON CARDED SPUN
COTTON COMBED SPUN
MISC

MIsC

ACRYLIC DYED
COTTON

COTTON

COTTON

FIL POLYURETHANE
ACRYLIC SPUN DYED
MISC

COTTON COMBED
ACRYLIC/NYLON
COTTON

COTTON COMBED SPUN
MISC BLENDED SPUN
COTTON CARDED SPUN
COTTON CARDED GREY
COTTON

COTTON COMBED
COTTON COMBED RS
COTTOM

COTTON CARDED
MISC

COTTON COMBED
COTTON COMBED RS
COTTON COMBED
COTTON CARDED
NisC

COTTON COMBED SPUN
COTTON CARDED SPUN
COTTON CARDED SPUN
POLYESTER SPUN
COTTON COMBED
L%

COTTON CARDED
Misc

POUNDS  [MPORTER

33519 UONCHANG HOMD
44092 TAE YOUNG

9552 WONCHANG HOND
26693 WONCHANG HOND
37420 WONCHANG HOND

170000 KURJA KNITTIN

34000 GALAXY IND
12571 WONCHANG HOND
9537 IND TEXSEDA
35273 S MODAS
56085 GALAXY IMD
24984 WO CHANG DOM
85000 KUNJA KNITTIN
79364 T A YOUNG
79364 TAE YOUNG
36375 GOLDEMTEX
9978  WONCHANG HOND
12008 WONCHANG HOND
35693 KUNJA KNITTIN
81221 KUNJA KNITTIN

. 23099 WOO CHANG ENT
“us9s ~KOCOMERICA

6957 KOCOMERICA
21000 XOCOMERICA
15057 KOCOMERICA
24967 KXOCOMERICA

135000 KUNJA KNITTIN

26949 WONCHANG HOND
22266 YOUNG COLLECT
38121 IND RCA
24063 WONCHANG HOND
13873  WONCHANG HONO
12742 WONCHANG HOND
45877 MULTISERVICIO
53805 WONCHANG HOND
16093 KINMI

30017 WONCHANG HOND
17195 KMl

68342 MULTISERVICES
54011 MULTISERVICIO
6724 KIMI

119861 WONCHANG HOND

58547 WONCHANG HOND
80689 WONCHANG HOND
23148 XURJA KNITTIN
93502 WONCHANG HOND
42024 VONCHANG HOND
39391 UONCHANG HOND
6060 SAE HAN TEXT
29762 xImt

27667 GALAXY IND.
41422 WONCHANG ROND
23999 GALAXY IND.

DESTINATN DATE

HOND 03/31/93
GUAT 09/15/93
HOND 09/15/93
HOND 06/02/93
HOND 06/02/93
DR 04/21/93
HOND 04721/93
HOND 04/21/93
cosT 03/10/93
GUAT 03/10/93
HOND 03/10/93
OR 03710/93
bR 03/10/93
GUAT 10/06/93
GUAT 10/06/93
HOND 10/06/93
HOND 10/06/93
HOND 10/06/93
OR 07/28/93
DR 05/19/93
DR 05/19/93
cosT 02/24/93
cost 02/24/93
cosT 02/24/93
cosT 06/09/93
cosT 06/09/93
oR 06/09/93
HOKO 09/29/93
OR 12/29/93
GUAT 12/29/93
HOND 01/12/94
HOND 01/12/94
HOND 01/12/%
GUAT 02/09/94
HOND 02/09/94
HOND 02/16/%94
HOND 02/16/94
HOND 03/02/94
GUAT 03/09/96
GUAT 03/16/94
HOND 03/16/94
HOND 03/16/9
HORD 03/30/%
HOND 04/06/94
DR 04/20/%%
HOND 05/04/96
HOND 05/04/94
HOND 06/01/9%
GUAT 11/09/%
HOND 1170979
HOND 11/09/94
HOMD 11/09/94
HOND 11/02/94



02/22/95

PORT

LONG BEACH
MIAN]

LONG BEACH
LONG BEACH
MIAMI

LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
MIAMI

HIAMI

LONG BEACH
MI1AM]I

LONG BEACH
MIANT

LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH

(ONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
MIAMI

LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH
LONG BEACH

PONCE, PR
MIAMI

ORIGIN

ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK
ROK

TALWAN
TAIWAN
TAINAN
TAIWAN
TAIWAN
TATWAN
TAIWAN
TATMAN
TAIWAN
TATHAN
TAIWAN
TAIVAN
TAIWAN
TAIWAN
TAIWAN
TAIMAN
TAINAN
TATMAN
TAINAN
TAIWAN
TAIVAN
TAINAN
TAIMAN

THAILAND
THAILAND

201

TYPE POUNDS

COTTON COMBED KNITT 29982

COTTON CARDED 24140
Mise 29122
MISC 64266
COTTON COMBED 38862
COTYON CARDED 63928
MISC 12125
COTTON COMBED 22597
COTTON CARDED 26455
COTTON COMBED 26471
COTTON 8659
COTTON CARDED 50273
COTTON COMBED 23736
MISC KNITTING 41000
COTTON COMBED 63000
MISC KNITTING 8796

COTTON COMBED 96000
COTTON CARDED 30864
COTTON COMBED 13227
MISC 10119
COTTON 24250
MIsc 16272

5,332,435

ACRYLIC LOOP HANG T 40167

ACRYLIC 41997
ACRYLIC SPUN 35187
COTTON/POLY 22857
MISC 36640
ACRYLIC 36508
ACRYLIC SPUN 31556
ACRYLIC 39241
ACRYLIC NYLON SPUN 30643
MISC 20061
MISC 21880
POLYESTER 43077
ACRYLIC 31675
MISC 24678
ACRYLIC 41997
ACRYLIC/NYLON 26896
ACRYLIC/NYLON 26896
POLYESTER TEXTURED 47255
POLYESTER TEXTURED 46027
COTTON 26455
MISC KNITTING 10416
COTTON COMBED 26896
MESC 18459

727,464
THREAD POLY SPUN 16508
POLY/COTTON COMBED 1512

{MPORTER

Kinl
WOKCHANG HOND
KUNJA KNITTIN
GALAXY I1ND
WONCHANG HOND
TAE YOUNG
KUNJA KNITTIN
KINI

TAE YOUNG
K1Mt

GALAXY IND
WONCHANG HOND
WONCHANG HOND
KUNJA KNITTIN
WONCHANG HOND
KUNJA KNITTIN
WONCHANG HOND
TAE YOUNG
EUNSUNG
GALAXY IND
EUNSUNG
GALAXY IND

UNION D MFG T
UNION D MFG T
YOUNG COLLECT
HAN CHANG TEX
UNION DE MFG
UNION D MFG
YOUNG COLLECT
UNION D MFG T
YOUNG COLLECT
GALAXY [ND
TRAP RAIN
TEXTILES RIO
UNION D MFG
TRAP RAIN
UNION D MFG T
YOUNG COLLECT
YOUNG COLLECT
TEXTILES RIO
TEXTILES RIO
TAE YOUNG
KUNJA KNITTIN
KiMt

KON WAH TEXT.

HILOS
INTERMODA

DESTINATN DATE

HOND 11/02/94
HOND 10/26/94
OR 10/19/94
HOND 1071979
HOND 10/12/%
GUAT 09/21/9
O0R 09/07/9
HOND 11/23/94
GUAT 11716796
HOND 11/16/9
HOND 11/16/94
HOND 11/16/94
HOND 11716794
DR 08/31/94
HOND 08/31/9%
DR 08/17/94
HOND 08/10/94
GUAT 01725795
GUAT 01/725/95
HOND 01/25/95
GUAT 01/18/95
HOND 01/11/95
OR 06723793
DR 03/17/93
OR 05/12/93
OR 1/17/93
OR 10/13/93
DR 04/28/93
] 05/26/93
bR 05/26/93
DR 11/03/93
HOND 07/07/93
OR 03/31/93
HOND 06/02/93
DR 04721793
DR 02/24/93
DR 06/09/93
DR 12/15/93
DR 12/15/93
HOND 01/12/94
HOND 04/20/94
GUAT 09/28/94
DR 09/28/94
HOND 09/28/94
cast 01/25/95
DR 10/26/94

HOND 08/31/96



02/22/95

EVERGLADLES

PT EVERGLADES
PT EVERGLADES
PT EVERGLADES
PT EVERGLADES
PT EVERGLADES
PT EVERGLADES

ORIGIN

URGUGUAY

GERMANY
GERMANY
GERMANY
GERMANY
GERMANY
GERMANY

TYPE

COTTON/WOOL

CoTTON
MisC
muisC
L8
MISC
M1sC

GRAND TOTAL

202

IMPORTER

IND GODBERG

EDIFICIO QUEE
CROPA
SCHENKERS INT
CROPA
SCHENKERS INT
SCHENKERS INT

OESTIMATK OATE

cosT

09/22/93

10/13/93
12/08/93
12/08/93
01/26/%
03/09/9%
05/04/94
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Testimony of David Wight
Presid