The Environment ‘
and the |
Third World

A Resource Guide

“I sympathize with those who would minimize, rather than those who would maximize,
economic entanglemenfs among nations. Ideas, knowledge, science, hospitality, travel -
these are things which should of their nature be international. But let goods be home-
spun whenever it is reasonable and conveniently possible and, above all, let finance be
primarily national.” '
‘ John Maynard Keynes

Environmental News Network
1442-A Walnut Street, Suite 81
Berkeley California 94709

Tel (510) 524 0795
A Project of the Tides Foundation






—

Part 1: GATT Background

fter World War Il many of the industrial-
A ized economies lay in shambles. The
General Agreementon Tariffsand Trade
(GATT) was created in 1948 as the first step to-
ward an International Trade Organization. The
initiative came from the U.S,, as part of its effort to
extend the U.S. economic model of high volume,
standardized production and aggressive expan-
sion of markets to the rest of the world. The U.S.
envisaged the establishment of an international
trade organization within the United Nations sys-
temas thelogical complement to the International
Monetary Fund, which lends money to sovereign
states, and the World Bank, which finances inter-
national projects. However, oppositioninthe U.S.
Senate prevented ratification of the International
Trade Organization’s charter in 1950. GATT was
left to set the code of conduct regulating the
activities of importing and exporting around the
world.
Since 1948 the countries that participate in

the GATT have met seven times in meetings that-

are called Rounds. The objective of each of these
Rounds has been to reduce tariffs and other trade
barriers. The rules of trade established in the

* original GATT granted nations the right to estab-

lish health and safety standards; developing coun-
tries were allowed to impose tariffs or direct
controls on imports in order to defend and nur-

- ture their domestic industries. In the current,

eighth Round, which began in Uruguay in 1986,
these rulesare to beradically changed. The Round
is scheduled to conclude in April, 1992.

In the years following GATT’s creation,
world trade soared, bringing prosperity to the
industrialized world. However, the developing
countries of the Third World did not share in that
prosperity, even though industrialization and
economic expansion has been fueled by Third
World raw materials. Prices for its products have
remained low. Julius Nyerere, former president
of Tanzania, summed up the problem: “To an
ever-increasing extent, Third World countries sell
cheap and buy dear, which causes tens of billions

of dollars to flow every year from the Economic
South to the Economic North.”

Third World countries have supplied raw
materials to industrialized countries forhundreds
of years, first as European colonies and more
recently as economically disadvantaged stepchil-
dren in the family of nations. Since World War II
they have been encouraged to develop their own
resources and industry, following the path of the
industrialized nations, where bigger and more
are synonymous with better. They have been
encouraged to assume heavy debts in order to
finance huge development projects, suchas dams,
that have done little to improve, and often de-
stroyed, theliving conditions of their people. This
increasing indebtedness has limited their ability
to chart their own development future along lines
more appropriate to the needs of their peopleand
culture. Countrieslike Brazil and India have been
forced to swallow increasingly harsh austerity
measures —euphemistically known as “structural
adjustments” — imposed by international banks
as conditions for renewed loans. Their domestic
economy has been, in effect, taken over by
transnational corporationsand internationalagen-
cies that have also pressed them to reduce all
government controls on trade and investment.

Dealingsbetween the developed world and
thedeveloping countries of the Third World have
never been characterized by equity. The situation
will get worse if the U.S. and others succeed in
getting the GATT rules changed in the current
Uruguay Round without including social and
environmental concerns. The U.S. negotiating
position reflects the concerns of “big business,”
which has increasingly come to mean the big
international business of transnational corpora-
tions.

Global Corporate Hegemony: The Bush
Administration wants to completely deregulate
international trade and eliminate the rights that
participating countries currently have to protect
their environment and their domestic industries.
It also wants to extend GATT rules to cover ser-
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vices, such as banking, and to intellectual prop- -

erty rights (patents and copyrights), giving big
business carte blanche to dominate economies all
over the world. These changes spell trouble for
environmental, labor, and consumer interests.
Small businesses, family farms and the econo-
mies of the poorer nations of the Third World will
be particularly vulnerable if the drive for profit of
the transnational corporations is not moderated.

The pressure to change GATT rules has
been building since the 1980s when conservative
governments in the U.S., West Germany, France,
and Great Britain rose to power, leading to closer
relationships between government and big busi-
ness. Corporations pushed for deregulation and
privatization, not only of the domestic economies
in which they operated but also in the world
economy.

In 1983, Harry Gray, CEO of United Tech-
nologies Corporation, said, “Suchbarriersas quo-
tas, package and labeling requirements, local-
contentlaws, inspection procedures, and discrimi-
natory government procurement policies all in-
hibit world trade. We need conditions that are
conducive toexpanded trade. Thismeansa world-
wide business environment that’s unfettered by
government interference.” That same year, the
Reagan Administration proposed a new agenda
for the next round of GATT talks, relying on
executives of global corporations in the develop-
ment of specific proposals. Daniel Amstutz of
Cargill Corporation, one of the world’s largest
grain corporations, became Reagan’s special ne-
gotiator for agriculture at the GATT.

The main point of contention in the Uru-
guay Round concerns the right of governments to
try to protect and manage their countries’ domes-
tic industries through the use of subsidies. Talks
stalled in December, 1990 over this issue. Any
form of subsidy, such as those that stabilize farm
prices to protect the livelihood of farmers, orones
that provide incentives to protect the environ-
ment or encouragerecycling, arenow being inter-
preted as “non-tariff barriers to trade.” Non-tariff
barriers are deemed to be discriminatory against
the products of foreign companies that have not
received equivalent subsidies but must comply
with similar standards.

“Free trade” advocates ardently believe that

_ economic efficiency results from the free flow of

all resources and that the best managers of this
free-wheeling economy are large corporations.
The opening up of the world to the transnational
corporations is viewed as an essential step in
maintaining and expanding U.S. dominance in
the global economy. But this raises serious ques-
tions: To whom do these giant corporations owe
their allegiance? To the U.S. or to profits for their
shareholders? And even if “free trade” doesmain-
tain and expand U.S. dominance, how long can,
and should, such a one-way flow of wealth be
sustained?

Indeed, connections between transnational

corporations and the nations which have fostered

their growth, with tax breaks and other incen-
tives, have become increasingly tenuous. Com-
munications and transportation advances have
allowed international enterprises to have, for the
first time, the management capacity to oversee
thousands of productiveassets in dozens of coun-
tries. National economies have become intercon-
nected via the webs of hundreds of corporate
branches. The international corporations are now
more masters of national economies than their
servants. Cyrill Siewaert of Colgate-Palmolive
admits, “The United States does not have an
automatic call on our resources. There is no
mindset that puts this country first.”

Fast-Track: Domestically, the Bush admin-
istration pushed to extend the “fast-track” proce-
dure that allows Congress only to vote up or
down on trade agreements the administration
negotiates. No amendments are permitted. This
fast-track process was started by then-president
Richard Nixon in 1974, during the Tokyo GATT
Round. Ralph Nader said that, “Fast-track limits
the deliberative function of Congressand concen-
trates more power in the executive branch, erod-
ing the U.S. democratic system of checks and
balances.” Underintense pressure from the White
House and corporate lobbies, the House and Sen-
ate narrowly approved a two year extension of
fast-track in May 1991. This was accomplished
despite bipartisan opposition based on reserva-
tions about the impact on labor and the environ-
ment. The Bush victory is slightly weakened by a

re-definition of fast-track to include a limited

Congressional right to amend.
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Proponents of fast-track said it was needed
to keep “special interests” from blocking passage
of trade agreements. In fact, multinational corpo-
rate special interests lobbied intensely for fast-
track, lining up politicians and the press to work
on their behalf. Almost all major U.S. newspapers
published editorials urging Congress to accept
the fast-track using highly rhetorical language to
discredit those opposing fast-track, regardless of
their affiliations, by labeling them “protection-
ists.” A Los Angeles Times editorial (May 19, 1991)
stated, “...infact, as most economists could calmly
explain if the naysayers would listen, a free trade
pact in North America will bring a semblance of
order to an emerging world financial system that
is going to evolve — indeed, is already evolving -
whether our modern-day Luddites like it or not.”

New Issues: After breaking down in De-
cember, 1990, the talks resumed in January, 1991.
On November 21, a U.S. trade official told the
press that progress had been made “on textile,
arbitration, patent and trademark issues, but dif-

ferences persist in agriculture, telephone service

and wine labeling...” and negotiators are hoping
“the outstanding disputes can be substantially
resolved by December 20” (NYT 11/25/91). The
Bush administration hoped to get the Agreement
signed by the end 1991, but the talks are still in
progress. (See Uruguay Round Update)

Prior to the Uruguay Round, the GATT did
not cover services, such as banking, transporta-
tion, telecommunications, insurance, or patent
laws and other intellectual property rights. Nor
were royalty payments and foreign investment
addressed. Countries were allowed to impose
restrictions on foreign investment. They could
protect their farmland and industries from for-
eign takeover and could require foreign investors
to take on a local partner. Under the old GATT
rules, negotiators attempted to hold the balance

between the objectives of increasing international

trade by lowering border tariffs and the needs of
governments to protect the interests of their citi-
zens. In 1980, Third World countries met to ad-
dress the inequities of world trade and regulation
that are governed by GATT rules. But their con-
cerns have not been addressed in the Uruguay
Round by the U.S. and other industrialized na-
tions. President Bush says that the new proposals

to the GATT must be passed and claims concern
about emerging trade blocks. But the U.S. isnego-
tiating a separate trade agreement with Mexico
and Canada, the North American Free Trade
Agreement (NAFTA), and intends to extend it to
include all American nations.

These regional trade talks also highlight the
problems of free trade agreements between de-
veloped and underdeveloped nations that don’t
haveenvironmental and social charters. Mexico’s
President Salinas assures both Mexican and U.S.
citizens that his government is committed to en-
forcing environmental regulation; itis unlikely to
be able to afford the necessary training and staff-
ing of regulatory agencies because itis the second
largest debtor nation in the world. Mexico spends
48 cents per capita for environmental quality con-
trol, compared to the U.S.’s $24.40. Ithas about as
many environmental regulation inspectors as are
employed by four counties in Southern California
to monitor air quality violations alone. In April of
1991, a GM auto parts factory in Matamoros was
shut down for violating Mexico’s water pollution
law. GM was forced to install a “pre-treatment”
apparatus which had been mandated 19 years
earlier forits U.S. plants. Such enterprises will not
comply with laws in Third World countries un-
less the host country has enough trained inspec-
tors to catch violations quickly.

Low wages and harsh suppression of labor
organizing in Mexico already provide corpora-
tions with incentives to move their operations
south of the border to reduce labor costs. A skilled
metal worker in Tijuana receives one-fifth the pay
he can receive in Los Angeles. And even children
whose small wages are desperately needed by
their families are employed in hazardous indus-
triesin Mexico. If large numbers of additional U.S.
factories relocate in Mexico to avoid U.S. environ-
mental regulations, it will displace farmers and
small businesses there and accelerate that
country’s environmental degradation, as well as
increase unemploymentin the U.S. ~adisaster for
the people of Mexico and for workers in the U.S.
who will lose their jobs.

The Bush Administration wants to extend
this kind of social, economic and environmental
exploitation throughout the world with its pro-
posed changes to the GATT rules. It will give the

GATT The Environment and the Third World Part 1: GATT Background 3 13



multinational corporations free rein to pit work-
ers in one country against the workers in another.
And it will turn Third World countries into little
more that 20th Century colonies under the guise
of “free trade.”

Resources

“The General Agreement on Tariffs and Trade,”
David Woods, Head of Information for GATT,
GATT Briefing.

“Recolonization: GATT in its Historical Content,”
Chakravarthi Raghavan, The Ecologist, Nov. /Dec.
90.

“Democracy vs. Gattzilla,” Michael Shuman, Bul-
letin of Municipal Foreign Policy, Autumn 90.
“Selling Free Trade,” Doug Henwood, Lies of Our
Times, Sept. 90

“The Perilous Fast-Track,” Multinational Monitor,
Nov. 90.

“Trading Our Future,” David Morris, Briefing
Paper from the Institute for Local Self-Reliance,
St.Paul, MN; :

and miscellaneous news clippings.
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D 8 The Seattle Times

Wednesday, February 5, 1992

Ambassador addresses
GATT concerns

by Tom Brown
Times Pacific Rim reporter

The Washington Fair Trade Co-
alition warned that U.S. consum-
ers could wind up eating lettuce
with 33 times more of the pesticide
DDT, 3.3 times more Aldrin and

Dieldrin and 5 times more Hep- .

tachlor than allowed by U.S. regu-
lations.

Lawrence Kenney, president of
the Washington State Labor Feder-
ation, wanted assurances that U.S.
government negotiators weren’t
going to sign an agreement that
would allow foreign insurance
companies to intrude on Washing-
ton’s state monopoly on workers’
compensation insurance.

Former U.S. Rep. Don Bonker
wanted to know what's likely to
happen if efforts to overhaul the
rules governing world trade col-
lapse.

With workers worried about

their jobs and working conditions,

consumers about their health,
business people about their com-
panies and politicians about how
to appease them all, some eyes are
turning toward GATT.

GA is shorthand for the
General Agreement on Tariffs and
Trade, the Geneva-based organiza-
tion that sets the standards for
world trade that its now 100-plus
members have lived by more or
less successfully since shortly after
World War I1:

For the past 5% years, negotia-
tors from all those countries have
been meeting in Geneva, laboring
to produce a massive overhaul of

GATT to bring its outdated provi-
sions more into line with the
realities of the new global econo-
my. :
The talks have ground on so
inconclusively that Rufus' Yerxa,
the U.S. ambassador to the GATT
talks, joked that when he went to
Geneva three years ago his son
was less than 2 years old ““‘and now
he's old enough to be cynical about
the round.”

But in talks yesterday at the
Henry M. Jackson School of Inter-
national Affairs at the University
of Washington and at the annual
meeting last night of the Washing—
ton Council on International Trade
, Yerxa underscored what he be-
lieves is the critical importance of
the negotiations.

-If successful, they would bring
aFriculture — a touchy subject in
almost every country — under
GATT, regulate trade in services
and investment, phase out textile
quotas and, for the first time, offer
some protection to such intellectu-
al property rights as pharmaceuti-
cals and computer software.

“I believe that American trade
policy is very much at a cross-
roads,” he said. The clhoice: To
“move more a%gre ssively to cap-
italize on the global economy” gr
to attempt to withdraw from a

troubling and difficult internation-
al competitive environment.

After years of wrangling, a final
GATT agreement may be in sight.
Arthur-Dunkel, the Swiss director
ﬁeneral of the GATT bureaucracy,

as produced a 450-page draft of a

proposed final text. But if the

GATT members do finally sign off
on a new agreement, Dunkel may
not be able to claim much pride of
authorship.

The reasons were clear in the
kinds of questions Yerxa fielded
yesterday. As a possible agreement
grows closer, advocates of various
causes and positions become in-
creasingly concerned that it may
_not protect their interests.

Before last night's Council on
International Trade dinner at a

_downtown hotel, members of the

Washington Fair Trade Coalition
handed out leaflets similar to the
official menu for the evening de-
tailing the “GATT menu as things
may be if Arthur Dunkel ... gets
his way.” :

Listed on the “menu” were
many pesticides and other chemi-
cals that the group fears the U.S.
may have to accept in imported
foods under a new GATT agree-
ment. C
Kenney said organized labor
was concerned that a new GATT

agreement would allow private
insurance companies to compete
in Washington’s workers’ compen-
sation insurance and that they

_ would prove more responsive to

the demands of employers who
pay the premiums than to injured
workers. :

Multiply such conceins by
about 100 or so countries and the
difficulty of achieving a final
GATT agreement becomes clear.

France doesn’t want to cut
export subsidies to its inefficient
farmkirs, who fhave vandalized
trucks carrying foreign agricultur-
al products, bﬁmed oreign shee
alive and sprayed politicians wi
manure. )

Japan doesn’t want to lift its
ban on imported rice even by the
minimal 3 percent that has been
suggested from time to time as a
last-ditch concession.

But the question raised by
Bonker - at happens if the
whole thing collapses — could
prove compelling enough to force
an agreement,

In answer to a similar question
by Nicholas Lardy, professor and
head of the Jackson School, earlier
in the day, Yerxa said, “It’s not
outside the realm of possibility
that it could collapse.”
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® Economy: He says he
will tell Asian leaders on
upcoming trip that the
U.S. wants action.

By JAMES GERSTENZANG

TIMES STAFF WRITER

ASHINGTON—Under polit-

ical pressure to demonstrate
concern for the plight of U.S.
workers, President Bush on Thurs-
day unveiled a get-tough approach
toward America’s trading partners,
saying the nation has “shown a lot
of forbearance” and now wants
action.

The President, after meeting
with business leaders who will
accompany him on a four-nation
Asian tour in early January, said he
will tell the foreign leaders: “We
want markets that are fully open to
American goods and services.”

Criticism that he has neglected
the nation’s domestic problems
prompted Bush to postpone the
trip, originally scheduled for No-
vember. In discussing the agenda
for his trip, he now insists the
journey is about “American jobs”
and economic prosperity at home.

With the presidential election
campaign gearing up, Bush has
"joined Democrats in directing
blame for the nation’s economic
problems at America’s trading
partners.

This morning, House Majority
Leader Riehard A. Gephardt (D-
Mo.) and several other Democrats
are scheduled to unveil proposed
legislation that would impose eco-
nomic sanctions on imported Japa-
nese automobiles if the U.S. bal-
ance of trade with Japan does not
improve.

Speaking at a press conference
for foreign journalists, Bush also
promised the people of Cuba that, if
they can cast off Fidel Castro and
his Communist system, U.S. eco-
nomic assistance would begin
flowing to their distressed nation.

Castro should “give the people
the freedom that they want,” Bush
said. “Then you’ll see the United
States do exactly what we should:

lé

go down, lift these people up and
say, “We want to help you.’ ”

Bush said that he spoke
Wednesday with Venezuelan
President Carlos Andres Perez, and
recently with Canadian Prime
Minister Brian Mulroney, about
unresolved problems posed by the
overthrow of Haitian President
Jean-Bertrand Aristide.

But he insisted that only those
Haitians seeking asylum in the
United States for political reasons
will be given refuge. “Those who
leave for purely economic reasons
are not entitled to harbor under our
laws,” he said.

The President’s comments on

foreign trade reflected increasing
White House sensitivity as crit-
ics—such as conservative com-
mentator Patrick J. Buchanan, who
is challenging Bush for the Repub-
lican presidential nomination-
complain that the President should
tend to domestic problems before
turning his focus overseas.
. On his trip to Australia, Japan,
South Korea and Singapore, Bush
will be accompanied by, among
others, the chairmen of General
Motors, Ford Motor Co. and Chrys-
ler Corp.

Chrysler Chairman Lee A. Ia-
cocca said after the White House
meeting that “the American public

- needs an answer” to the question of

why the Japanese are expected to
buy only 15,000 American-made
cars this year, while an estimated
3.8 million Japanese vehicles are
being shipped to the United States.
“There’s something wrong with
that,” Iacocca said.

After meeting with Bush, James
Herr, chairman of Herr Foods, said,
“We get promises, promises [from
Japan], but no action.”

A Commerce Department report
on the nation’s merchandise trade
balance, meanwhile, confirmed
fears that the persistent deficit
with Japan, which reached $41.1
billion last year, is heading higher.

3ush, Feeling the Pressure, Vows to Get Tough on Trade! !

The trade gap with Japan, which
amounts to nearly two-thirds of
the total U.S. trade deficit, was
$4.64 billion in October, the highest
monthly reading in 32 months.

Speaking with the foreign re-
porters, Bush said that “our friends
and allies” have benefited from the
openness of U.S. markets, “and
must share the responsibility for an
open trading system.”

In an opening statement aimed
as much at his domestic critics as at
his audience in a government audi-
torium next door to the White
House, Bush said: “Engagements in
the global marketplace affect the
prices that we pay for goods and
services. . . . We must stay en-
Baged overseas because it matters

go much right here at home.”
He said that on the Asian trip, he
will seek to make clear “what’s at

.stake in terms of jobs fof the

American people. That message I

. will carry very, very forcefully.

We have shown a lot of forbear-
ance,” he said. “I want to see fair
play.” -

In another area, Bush expressed
frustration with the snail-like pace
of the now-interrupted Middle
East peace talks. He promised that
the United States will continue to
try to play the role of “catalyst,”
without dictating solutions.

Bush also reaffirmed his long-
held interest in reaching an agree-
ment with Mexico to set up a North
American free trade zone.

,.___._.
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THE GENERAL AGREEMENT ON TARIFFS AND TRADE

BACKGROUND

The General Agreement on Tariffs and Trade (GATT), was a product of the
negotiations for a post-war economic order’ to replace the pre-war trade network which had
been plagued by import quotas, high tariffs and other discriminatory measures. In 1946
the United States issued "Proposals for Expansion of World Trade and Employment", which
called for the convening of a United Nations Conference on Trade and Employment to
negotiate an international trade agreement and establish a permanent international trade
organization. ,

- In February of 1946 the first meeting of the UN Economic and Social Council
designated a preparatory committee of eighteen countries to draft an agenda for the
planned UN Conference which was to take place in Havana in the latter part of 1947.
Within this committee, the US circulated a draft charter for an International Trade
Organization (ITO), which became the basis of discussion for the committee. The US
delegation also called for separate negonatxons prior to the Conference to reduce tariffs and
eliminate preference agreements.

At the second session of the Prepatory Committee during April-August 1947, these
separate negotiations did indeed take place and resulted in the creation of the General
Agreement on Tariffs and Trade (GATT). GATT's charter was based on the parts of the
draft ITO charter’ dealing with trade policies "and was provided with only minimum
institutional arrangements because it was expected that responsxblhty for it would soon be
assumed by the ITO" (GA'IT 1988a: 1). GATT began operations in January of 1948 with
23 countries’® as signatories.

In November of 1947 the UN Conference opened in Havana with 56 countries
meeting to consider the draft charter for the ITO. The Conference finished its work in
March of 1948 with 53 countries signing the completed charter. However US participation
in the ITO required US Congressional approval, and the Agreement soon ran into fierce
opposition from members of the US Senate. In 1950 the US administration announced
that it would not seek ratification of the Charter. At this point ITO was "effectively dead"
(GATT, 1988b: 5), leaving GATT "as the only international instrument laying down trade
rules accepted by nations responsible for most of the world’s trade” (GATT, 1988a: 2).
GATT now has 96 member countries, with another 28 countries applying the rules of
GATT on a de-facto basis’. Of these 96 countries over three-quarters are developing
countries.

ADMINISTRATION AND STRUCTURE o
GATI’s administration and structure is currently divided between the standing
machinery of the General Agreement on Tariffs and Trade and the temporary machinery

of the Uruguay Round of multilateral trade negotiations. The most senior body in GATT -
is the annual Session of Contracting Parties, which usually meets once a yeat. Between

(7



Sessions, the Council of Representatives deals with the ongoing business of GATT and
generally meets nine to twelve times a year. Both the Session and the Council are
composed of all member governments. Most negotiations take place among the Contracting
Parties themselves as "there is no executive body in GATT which can impose hberal trade
pohc1es or judgments on commercial practices" (GATT, 1988b 14)

) In addmon to the Session and the Councxl, GATT has a number of standmg councﬂs
. and committees which examine the following issues: "the situation of countries using trade
_restrictions to protect their balance-of-payments; textiles and. clothing trade; tariff
concessions; anti-dumping practices; customs valuation; government procurement; subsidies
and countervailing measures; import licensing; technical barriers to trade; trade in meat;
trade in dairy products; trade in civil aircraft; and budget, financial and administrative
questions" (GATT, 1988a: 7). Out of the Tokyo Rounds came the creation of the
Committee on Trade and Development which "has the duty to follow all activities of GATT,

ensuring that problems of concern to developing countries are given adequate attention"
(Stone, 1985: 13).

Much of the work of GATT is concerned with the surveillance of trends in trade
policies and the consistency of national policies with GATT obligations. A new trade policy
review mechanism was established early in the current Uruguay Round which will allow the
GATT Council to rev1ew collectively the trade and trade related policies of individual
members.

GATT also sets up “working parties" to consider requests for GATT membershlp,
verify that trade agreements are in conformity with GATT rules and study issues which
members may later want to make agreements on.

The GATT Secretariat in Geneva is staffed by nearly 400 people and is headed by
a Director-General’. GATT'’s budget for 1989 is about US$39 million which is contributed
by member countries in proportion to their share of world trade.

VOTING

Voting in GATT operates on the principle of one-country, one-vote, with most
decisions decided by a simple majority, and a two thirds majonty needed for "waivers", i.e.,
authorization to depart from the rules of GATT In practice, votes are extremely rare.
In GATT's words: :

Everything has to be agreed by consensus in order, among
other things, for GATT decisions to have maximum political
viability. This approach to negotiations...makes them long and
even tortuous...But when the results come, they have a far
greater weight than had they been achieved much earlier
through an artificial majority vote (GATT, 1988b: 14).
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PRINCIPLES AND RULES

GATT’s rules are embodied in the Agreement 1tself’ whlch is’ currently composed
of thlrty-elght Arncles, d1v1ded into four basw parts:

Part 1

Part I contains GATTs first two Articles.. The first, the "most-favored-nation"
(MFN) clause, requires that all contracting parties grant each other treatment as favourable
as they give any other in the application of import duties and other charges. Article II
seeks to "bind" tariffs (which are allowed in GATT) through negotiations. These tariffs are
then listed for each country in "tariff schedules” which form part of the General Agreement.

- Part 11

Part II is composed of twenty-two Articles which outline specific trade measures and
practices which-members may engage in. 'GATT members are required to apply the rules
in Part II "to the fullest extent not inconsistent with" their own legislation which existed at
the time of their joining GATT. These rules include: the prohibition of taxes which
discriminate against imports, methods for customs valuation, the elimination of export
subsidies, the application of duties as protection agamst dumping® and the prohibition of
quantitative import restrictions (unless spectﬁed in the General Agreement’) They also
allow developing countries to impose certain quantitative restrictions if this is necessary to

"prevent an excessive drain on their foreign exchange reserves caused by the demand for
imports generated by development, or because they are estabhshmg or extendmg domestlc
productmn" (GA'IT 1988b 4-5). S

There are cases where GATT allows exceptxons to 1ts own rules Article XIX for
example, which requires that safeguards to protect domestic industries be applied to all
countries supplying similar products, has been applied selectively by the developed countries -
on clothing imports from developmg countries. These controls have been in force since
1962, and were strengthened in 1974 under the Multi-Fibre Arrangement (MFA). They are
of major concern to déveloping countries, for whom textlles and clothing often represent
the first stages of industrialization. SRR

Part II also lays out the rules for the settlement of trade disputes. GATT first
attempts to settle trade disputes between Parties through bilateral consultations. If this fails
the GATT Council may establish a panel. Panels are made up of three "experts" from
countries without a direct interest in the dispute, who hear the case and then submit to the
Council their recommendations based on their interpretation of the General Agreement.
The violating party is then obligated to implement the recommendations of the panel.
GATT has no real enforcement powers of its own. It relies on the Parties’ need to
“maintain negotiating credibility” in GATT, and the allowance in the General Agreement
for the Council to permit retaliatory action by the aggrieved Party. - :
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Part III

-~ Part III has eleven Articles which detail waivers to the Agreement, the functioning
of customs unions and free trade areas” and the operations of GATT itself.. Waivers to

GATT obligations are granted to members under Article XXV with the approval of two-

thirds of the Contracting Parties. Although the rules of GATT have been broken
frequently, these have generally occurred without waivers. Part III aiso allows for the

existence of customs unions and free trade areas if they do not result in mcreased trade

barriers with countries outside of such bodles L fhoElnD s

R Part Il also prov1des the rules and regulatxons of GATI‘ It detaﬂs the proceduxes
for admitting new members, the w1thdrawal and suspension of old ones and amending the
Agreement itself.

Part IV

Part IV was added in 1965 during the Tokyo Rounds and contains three Articles
which concern the developing countries. They call on the developed countries to assist the
developing countries increase their export earnings by reducing or eliminating import
barriers to the primary, processed and manufactured goods products of the developing
countries.

THE ROUNDS

Major GATT agreements usually occur in the negotiating conferences, known as
"Rounds". There have been seven such Rounds completed so far. Earlier Rounds were
largely concerned with tariffs and took no more tan a few months of negotiation among a
relatively small number of countries. As they have moved into other areas, such as non-
tariff barriers, they have become longer. The Tokyo Round for instance, lasted six years
and involved over 100 contracting parties. Negotiators in the Rounds usually represent the
ministries of trade and finance from their respective countries as well as from national
missions in Geneva, though for specific negotiations countries will usually send experts from
the departments concerned--agriculture or foreign affairs for example.

The eighth round, which is currently underway, was initiated by Trade Ministers at
Punta del Este, Uruguay (thus the name the Uruguay Round) and is currently scheduled
to be completed sometime in 1990". The goals of the GATT Secretariat for the Uruguay
Round are as follows:

-bring about. further hberahzatlon and expansion of world trade through the
reduction of tariffs and the reduction or elimination of non-tanff bamers,

—strengthen the role of GATT through a review of the Artlcles, enhance the
surveillance of trade pohcxes and improve the multilateral trading system by revxewmg
bilateral export restraints and strengthemng the MFN mles,
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--increase the responsxveness of GATT to the evolvmg mtemauonal economic
environment by i 1mprovmg the system of dlspute resolution;

--bring to a standstill new trade measures inconsistent with GATT 6bligati6ns and
institute a rollback prograrnme aimed at phasing out such measures (GATT, 1988a: 11).

GATI‘ AND NGOS

Although GATT has no formal office for NGOs, the Information and Media
Relations Division of GATT has overall responsibility for liaison work with NGOs. They
provide background papers on current issues in the negotiating Rounds, and, where
appropriate, can facilitate meetings between NGOs and member country delegations.
Contact:

David Woods, Head of Information
Information and Media Relations D1v1smn
GATT
Centre William Rappard
154 Rue de Lausanne
- 1211 Geneva 20
SWITZERLAND
Tel: 41-22-739-5111 ext. 5015

Notes
1. Gardner (1969) provides a good overview of the post-war negotiations.

2. It did not incorporate the sections of the ITO charter which dealt with employment, restrictive business
practices, and international commodity agreements. A

3. Of the original 23 members, 11 were developing countries.

4. GATT members account for over 85% of world trade.

5. "GATT is not a club that anyone can join merely by paying a fee. Countries negotiate their way in through
complex and sometimes lengthy negotiations--securing benefits but also offering them to the other contracting
parties.” GATT (1988b), p.2. For a list of Contracting Parties, see GATT (1988a).

6. The current Director-General is Arthur Dunkel of Switzerland.

7. - For the complete text of the General Agreement see GATT (1986).

8. A recent phenomenon has been the emergence of "contingency protectionism”, i.e. the imposition of anti-
dumping duties when it is not clear that dumpmg, as defined by the Agreement, has in fact occun'ed

9. Excepuons are made for Parties with serious balance-of-payments problems, whose domestic produccrs are
seriously threatened, or for Parties who can demonstrate health, safety or security reasons.



10. Half of world trade now falls under regional or bilateral arrangements. While most cases are in keeping

with GATT Article XXIV, there is a question as to whether they strengthen or undermine GATT, and whether

a lack of progress in' GA'I'I' will lead countries to establish inward-looking regional trading blocs from which
developmg countnes may be excluded.

11 There are ﬁfteen negotiating groups in the Uruguay Round that cover the following subject areas: - tariffs;
non-tariff measures; tropical products; natural-resource based products; textiles and clothing; agriculture; GATT
articles; safeguards; MTN agreements and arrangements; subsidies and countervailing measures; dispute
settlement; trade-related aspects of inteliectual property protection, mcludmg trade in counterfeit goods; trade-
 related investment measures; functioning of the GATT system; and services.
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Recolonization:

GATT in its Historical Context

by .
Chakravarthi Raghavan

The chief priority of the industrialized countries in the Uruguay Round is to extend
their control over the global economy. In the past this was achieved through a
mixture of colonialism and threats of military intervention. Today it is hoped that

. GATT and the threat of trade retaliation will serve the same purpose.

In the 17th and 18th centuries, the rights
due to foreigners in the areas of trading,
investment and property evolved from
European practices and treaties, and were
accepted by the US after its independ-
ence.! But these norms were imposed on
the Third World without any pretence at
reciprocity and were enforced through
naked power and colonialism — with
Britain and other Europeans flaunting
racial superiority and asserting that
“rights” evolved in Europe could not be
appliedtothe colonized peoples. Accord-
ing to K.M. Panikkar:

“...theprinciple that the doctrines
of international law did not apply
outside Europe, that what would be
barbarism in London or Paris is
civilized conduct in Peking (for
example, the burning of the Sum-
mer Palace) and that European na-
tions had no moral obligations in
dealing with Asian peoples (as for
example when the British insisted
on the opium trade against the laws
of China, though opium smoking
was prohibited by law in England
itself) was part of the accepted
creed of Europe’s relations with
Asia. As late as 1870 the President
of the Hong Kong Chamber of -
Commerce declared: ‘China can in
no sense be considered a country -
entitled to all the same rights and
privileges as civilized nations
which are bound by international

L]

law’.

From the early part of the 19th century,
when Britain was the dominant capital

Chakravarthi Raghavan is the. Chief Editor of
SUNS a daily newsletter devoted to North-South
development issues published from Geneva, and is
the Geneva Representative of the Inter Press
Service News Agencyand the Third World Network.
This article is adapted from his book,
Recolonization: GATT, the Uruguay Round and
the Third World, Third World Network, Penang,
1990.

exporting country, up until the First
World War, these principles went virtu-
ally unchallenged. But, from 1918, and,
more especially after the Second World
War, there has been a steady erosion of
the 19th century regime on international
property rights. Throughsuccessivereso-
lutions and declarations in the UN Gen-

eral Assembly, starting with the 1952

resolution on Permanent Sovereignty
over Natural Resources and culminating
in the 1974 Charter of Economic Rights
and Duties of States, the supra-national
rights of foreigners have had to give way
to an assertion of national sovereignty
and domestic law.3 '
Over the last two or three decades, the
nature of interference with the property
rights of foreign investorshaschanged —
from simple expropriation to a variety of
regulatory measures on investment, busi-
ness, imports and. exports. These have
made the old norms irrelevant. The gun-
boatdiplomacy of the 19th and early 20th
centuries was replaced .for a time by
covert operations, such as those against
the Mossadeq government inIranand the
coup against Allende in Chile. But even

these havebecome increasingly difficult.

The US and other capital-exporting in-
dustrial countries are thustrying tocreate
new definitions of property, and create a
new international regime whichthe Third
World countries will subscribe to and
which will use the threat of trade retali-
ation, rather than overt or covert use of

force, to enforce compliance.

GATT Myths

One of the myths surrounding GATT is
thatits earlier seven traderounds brought
about the expansion of the world econ-
omy since 1945. It is perhaps more cor-
recttosay that the expansion of trade was
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merely an effect of the post-War expan-
sion of the world economy which was the
result of a mumber of macro-economic
processes including the application of
Keynesian economics and state interven-
tions to promote expansion. The GATT
rounds and processes merely accommo-
dated the TNCs’ demands for greater
freedom for their operations around the
wotld, dealing essentially with issues of
“market access.” Third World countries
did not benefit, by and large, from the
tariff reductions or other trade liberaliza-
tion measures. Side by side with these
tendencies for trade liberalizations there
were also contrary protectionisttrends —
resulting first in the “temporary” short-
term, and then the long-term agreement
in cotton textiles, followed by the Multi-
Fibre Arrangement and its successive
protocols of extension — all contrary to
theories of free trade and comparative
advantage (the lack of liberalization and
the growth of protectionism in the tex-
tiles and clothing sector is largely due to
the fact that TNCs are notamajor force in
this sector®).

Until themid-1970s, the major effort of
the countries of the South within the in-
ternational system was to seek benefits
through minor reforms of the structures
which regulated economic relations, and
through obtaining special treatment and
exceptions in their favour. But this “re-
formist approach™ gave way to the re-
structuring phase when the countries of
the South realized thathowever hard they
strove, and whatever the “special treat-
ment” given to them in principle, they
could not develop without changing the
asymmetry in international economic
relations. This led to the New Interna-
tional Economic Order declarations, and
the North-South dialogue in various UN
fora. By the end of the 1970s, however,
the Third World still had nothing toshow
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forits efforts which were then greatly set-
back by the OECD policies of monetar-
ism, high interest rates and the policy-
induced recession, all of which greatly
exacerbated the Third World debt crisis.

However, from the point of view of the
US and otherleading industrialized coun-
tries, checkmating the South over the
New International Economic Order and
maintaining the status quo were not

enough., In the economic arena, after the
“adjustment” forced on the Third World
via the IMF and World Bank, the US
sought to restructure international eco-
nomic relations on the basis of a US
agenda. While there may be some con-
flicts of interest between the US, Europe
and Japan, they have a shared interest in
achieving changes to the trading system
tostem rising competition from the Third

On September 20, 1986, at the Uru-
guayan seaside resort of Punta del
Este, ministers of contracting parties to
the General Agreement an Tariffs and
Trade (GATT) launched the Uruguay
Round of Multilateral Trade Negotia-
tions (MTNSs), the eighth under GATT
auspices.

GATT originally came into being as a
temporary arrangement in 1948,
largely on the initiative of the.US which
saw “free trade” as one of the pillars of
the post-War order. The U$ envisaged
the establishment of an International
Trade Organization (ITO) withinthe UN
system as a logical complement to the
International Monetary Fund and the
World Bank which were set up after the
1944 Bretton Woods conference. The
ITO would have responsibility for ap-
plying “free trade™ principles, laying
down rules and arbitrating trade dis-
putes. The “Havana Charter”, drawntp
ataninternational conference on Trade
and Employment held on the instigation
of the UN Economic and Social Council
in Havana from November 1947 to
March 1948, would have setup the ITO.
But although signed by 56 countries,
the Charter was never ratified. The US
Congress saw the scope of the Havana
Charter, which included provisions for
the regulation of all restrictive trading
practices, trade in staple commodi-
tiesand the movement of capital, as
infringing the rights of the US Govern-
mentto decide US trade policy. Without
the support of the US the Charter was
still-born. .

While the final form of the Havana
Charter was still being discussed, a
group of 23 countries met in Geneva at
the Preparatory Commission of the UN
Conference on Trade and Employ-
ment.1 Following an initiative from the
US, the 23 countries extracted the part
of the Charter which provided for the
establishment of the ILO which was re-
written to become the General Agree-
ment on Tariffs and Trade. Today only
GATT survives from these tortuous

GATT: A Brief History

trade negotiations. Recognized de
facto as an independent body within
the UN, GATT has remained for 40
years a provisional treaty — a contract
among governments accedingto it, but
not a definitive treaty with its own insti-
tutional arrangements. The 98 mem-
ber countries (“contracting parties”) of
GATT control 90 per cent of the world's
$3 trillion annual trade.

The seven completed “rounds” of
multilateral trade negotiations have
had as their main objective “the sub-
stantial reduction of tariffs and other
barriers to trade®, one of the principle
aims laid down in the General Agree-
ment, The Uruguay Round negotia-
tions, however, are much more ambi-
tious than the previous rounds and
encompass many issues beyond the
traditional ones dealing with duties and
tariffs. It involves renegotiating the
rules and principles governing interna-
tional production and trade, and in-
cludes the movement of capital, the
rights offoreign investors, the develop-
ment of technologies, and the trade in .
and production of services.

One hundred and five countries (in-
cluding observers) have participatedin
the Uruguay Round negotiations, and
1,500 negotiation propositions and
working documents have been pre-
sented. The Round will close with a
ministerial conference to be held in
Brussels from the 3rd to 7th December,
1990.

Patrick McCully

1. Australia, Belgium, Burma, Can-
ada, Chili, China, Cuba, Czechoslovakia,
France, India, Lebanon, Luxembourg, the
Netherlands, New Zealand, Norway, Paki-
stan, South Africa, Sri Lanka, the United
Kingdom, the United States and Syria.

Mostoftheinformationinthis articleis taken
from ‘On the GATT, Uruguay Round, and
Agriculture’, GATT Briefing, No. 1, June
1990. GATT Briefing is a series of 10 bulle-
tins on the Uruguay Round produced by the
European NGO network, RONGEAD, 14,
rue A. Dumont, 69372 Lyon Cedex 08,
France. Tel. 78.61.32.23. Fax. 78.69.86.96.
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World. The US agenda in the Uruguay
Round should also be seen against the
background of the present state of the
world economy and the predicament of
the US which, after being in a position of
dominance for well over four decades,
now feels its hegemony threatened.

Double Standards

It is important to understand that not all
economic sectors share the same view of
liberalization in the US or other industri-
alized countries. The manufacturing sec-
tor, and particularly those older indus-
tries which are not involved in the new
high technologies, has been suffering
from rising competition from the Third
World. Thus, industrial capital engaged
in traditional sectors wants to draw up
protectionist walls around its countries,
but finance capital wants to expand by
breaking down walls in other countries.
This conflict is reflected in the approach
tonew themes and traditional ones: “free
trade” in the new areas and “managed
trade” in the traditional sectors.®

GATT was not chosen for this purpose
by accident. Third World countries are
weakinside GATT, where they only have
a tenuous informal group of “less devel-
oped contracting parties” which meets
from time to time to exchange informa-
tion, and occasionally presents a joint
paper or statement. This is in contrast
with the major trading nations who, de-
spite their mutual differences and trade
quarrels, have always been aware of their
general common interest against the
South. The US, EC, Japan and Canada
meet regularly to discuss trade issues at
so-called quadrilateral meetings and in-
dustrialized countries as a whole co-ordi-
nate their positions at the OECD.

With very rare exceptions for ceremo-
nial purposes, all GATT meetings are
behind closed doors, hidden away from
the obtrusive presence of the media or
consumer organizations and other public
interest groups. However, major TNCs
and their lobbying organizations often
attend such meetings as “advisors” to
their delegations.

In theory, all contracting parties to
GATT are equal, and GATT s consensus
decision-making process appears to be
democratic. But .in practice when the
weaker trading countries have tried to
assert themselves, they have been ig-
nored or told that the countries with the
largest share of world trade have more at
stake in the trading system and its rules,
and so their views should prevail.
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Transnationalization

Through the Uruguay Round, the US is
attempting to incorporate into the GATT
framework intellectual property rights,
services and investments — areas of
economic activity and relations that are

not strictly “trade” issues and whose -

legitimacy for inclusion in GATT has
been sought by prefixing the words
“trade”, “trade in” or “trade-related”
before them. If the US-led effort suc-
ceeds, Third World countries may find
themselves obliged to reduce or elimi-
nate conditions regulating the invest-
ments and operations of foreign compa-
nies on their territories — in mining,
manufacturing, and services such as
banking, insurance, transport, wholesale
andretail trade and professional services
like accounting, advertising and legal
practices. Under penalty of retaliatory
measures against their exports, Third
World countries would also be obliged to
introduce laws protecting and enhancing
patents and other industrial property
rights. As a result, Third World consum-
ers could find themselves paying higher
prices for products such as essential
drugs.” Even the traditional rights of their
farmers to store seed from their harvest
for the next season or to breed cattle
could be in jeopardy.®

The Uruguay Round could advance the
process of the transnationalization of the
world economy to an extent where it

“In economic and social
terms, Third World
countries and their

peoples could be said to
be on the point of being
rolled back to the
colonial era.”

would not be easily reversible. It could
divide the world between the “knowl-
edge-rich” and “knowledge-poor”, with
the latter permanently blocked from ac-
quiring the knowledge and capacity tobe
rich. In economic and social terms, Third
World countries and their peoples could
be said to be on the point of being rolled
back to the colonial era. Third World

- governmentswould not only be unable to -

act to advance the economic well-being
of their peoples, but would be obliged to
protect the interests of TNCs and foreign
enterprises and foreign nationals against
their own peoples. Govermnments of inde-
pendent countries in the Third World
would thus be left doing what the metro-

politan powers did during the colonial

days.

These far-reaching effects may not
come about. Much still depends on how
the Third World countries act in the re-
maining period of the negotiations, indi-
vidually and collectively. Buttime is run-
ning out on them.
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RECOLONISATION:
Gatit, the Uruguay Round and the Third World

by Raghavan Chakravarthi
foreword by Julius Nyerere

Recolonisation is the only available book on the Uruguay Round
written from a Third World perspective. It exposes how the indus-
trial countries and their TNCs are attempting to expand their
control of the world economy, especially by the introduction of
services, foreign investments and intellectual property rights into

the ambit of GATT.
Published by the Third World Network. 319pp.
A Send cheque and A US readers can send A A Spanish edition of
orders to WEC Books, cheque and orders to: the book, Un GAIT sin
Worthyvale Manor, Michelle Syverson & As- cascabel, is available

from: Third World Insti-
tute, Miguel del Corro
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DeC1S1ons now be1ng made by a handful of people in largely unreported
negotiations in Geneva may affect the destiny of nations, and the meaning of
democracy. The negotiations concern changes in the General Agreement on
Trade and Tariffs(GATT), and they are creating a firestorm of protest and
controversy around the world.

To understand why, we must step back 50 years. After World War II
much of the industrialized economies lay in shambles. World leaders
created an institutional framework to destroy the protectionist blocs that
many thought had contributed to the depth and length of the Great
Depression, and to revive a shattered world economy. The Bretton Woods
agreement stabilized currencies. The World Bank and the International
Monetary Fund provided countries needed temporary ﬁnancmg for balance
of payments problems

The General Agreement on Trade and- Tariffs(GA’l'I‘) GA’I'I‘ created the
rules for international trade. GATT's rules, contained in 38 Articles, cover
-about 80 percent of world trade. The 25 original signators to GATT in 1947
have swelled to 96 today. Another 28 countries apply the rules of GA’I'I‘ on a
de-facto basis.

The GATT is revised in negotiating conferences, called "Rounds”.
Seven Rounds have taken place since 1947. The eighth, the Uruguay Round,
begun in 1986, is scheduled to end in December 1990. -

GATT represented a balance between the needs of governments to be
able to develop their own internal social and economic policies and the
desire to lower barriers to expanded trade. For example, in the case of
agriculture, GATT prohibits controls on imports or exports, but Article XI
allows exceptions. Export controls of food or other essential items are
- permitted in times of "critical shortage". Thus in the case of domestic
famine, a country could prohibit the export of food _

Import controls are permitted if they are a: necessary component of a
domestic farm policy. Canada's sophisticated supply management program .
for dairy, chickens, turkeys and eggs, developed in the 1960s and 1970s is a
good example. Canada managed the supply by estimating internal demand,
establishing domestic supply levels, and providing marketing certificates.
To protect the system from a flood of cheap imports, Canada imposed -
import quotas. Supply management raises the retail price of farm products
to Canadian consumers. But the farmers are guaranteed a fair price that
covers their cost of production and provides an adequate income. And
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Canadian taxpayers are saved the vast sums Americans use to finance farm
support programs without supply management..

In fact, the U.S. agricultural programs operate under a waiver from
Article XI's provisions. In the 1930s the U.S. Congress imposed import
quotas on a wide range of farm products: cotton, dairy, tobacco, peanuts,
beef. This was not done in conjunction with supply management programs.
Thus these quotas violated GATT. In the mid 1950s the U.S. was granted a
waiver from GATT. Many farm experts believe that the U.S. system of
import quotas without domestic supply management gives us a hybrid
system that may represent the worst of both worlds.

The GATT permitted all nations the right to establish health and safety
standards they determined appropraite for their own situations.

With respect to manufacturing, only developing countries were /
allowed. to impose tariffs or direct controls to defend and nurture domestm -
industries. } , .

GATT did not cover services. Everything from royalty payments and ]

patents to tourism and foreign investment remained unaddressed.
Countries were allowed to impose any kind of restrictions, for example, on [
foreign investment. They could protect their farmland and key industries (.
from foreign takeéover, or could require that foreign investors take a local

partner or purchase a certain amount of domestic goods for their internal il

operations, or export a certain amount of sales. | [ /

Thus GATT represented a balance between the desire to promote an

efficient and productive world economy based on competition and the / /
desire by people to control their own affairs through their local and federal -
governments. / /
In the 30 years following GATT's creation, World trade soared, ,
growing at an annual rate of 8 percent from 1965-70, 4 percent from 1970- ,
1975 and 5 percent 1975-1980. World economic output expanded even L /

faster, and a growing proportion of the world population enjoyed higher
living standards. Numerous studies have failed to prove any causal

relationship between lower trade barriers and increased trade, or between / /
increased trade and increased economic prosperity. Some economists L.
believe the prosperity of the post war period was more the result of
domestic' Keynesian development strategies, or the enormous increase in i

_ the use of fossil fuels, or the rise in general levels of education, than as a (/

result of world trade. Nevertheless, most observers assume that the
associated rise in world trade and world prosperity implies a causal : [
relationship. , o ' L

Freé. traders ard"'entlyr believe that economic efficiency derives from [
the free flow of all resources, and that the best managers of this free | /
wheeling economy are corporations. George Ball, Undersecretary of State

i .
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for Economic Affairs in the Kennedy Administration, summed up this
thinking in 1967, "In order to survive, man must use the world's resources
in the most efficient manner. This can be achieved only when all the factors
necessary for the production and use of goods--capital, labor, raw materials,
plant facilities and distribution--are freely mobilized '‘and deployed according
to the most efficient patterns.” Global corporations, he added, are "the best
means yet devised for utilizing world-resources according to the criterion of
profit: an objective standard of efﬁciency

Economic Decoupling The National Corporation Leaves Home

But the nature of the world economy has changed significantly since
Ball uttered those words. Corporations have swelled in size and reach to
the point where they have become less servants of national economies than
masters of them. The tension between territorial political entities and the
increasingly global corporation, have become ever-more pronounced. And as
a result, the assumptions underlying classical economics may have changed.

International trade has increasingly become inter-corporate, and even
intra-corporate trade. - Goods and services are bought and sold among a
handful of corporations, or even among the subsidiaries and branches of a
single corporation. Consider the recent evolution of the world's largest
economy, the United States. Until the 1960s American corporations
produced in America and sold to Americans. Tentatively at first, and then
with growing enthusiasm, they began to set up shop abroad.  Still, those
shops continued to sell the vast majority of their goods back to American
markets

: But by the 1980s offshore facilities were selling to offshore markets
The decoupling of the American corporation from America had begun in
earnest. By 1983 almost half of U.S. multinational corporate exports came
from production facilities located outside the U.S., up from one third in
1960. Nearly a majority of the sales of America's biggest corporations were
taking place abroad. By 1987 Gillette had 61 percent of its sales a broad,
Eastman Kodak 40 percent, Digital Equipment 42 percent 3M 45 percent,
Colgate -Palmolive 54 percent

The relationship between the health of an "American" corporation and
the health of the American economy weakened. The share of world exports
of manufacturing by U.S. companies, for example, held steady at 17.7 percent
from 1966 to 1983. But the territorial U.S. share of world manufacturing
exports dropped sharply, from 17.5 percent to 13.9 percent. Thus the trade
deficit of the U.S. increased while the trade competttlveness of U.S. '
corporations had steady.

The connection of the corporation to the -nation ‘that had given it birth
and charter has become increasingly tenuous. The multinational corporation
is becoming the no-nation corporation, a stateless corporation with few
national loyalties. As'Gilbert Williamson, president of NCR corporation, told
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the New York Times in 1989, "I was asked the other day about United States
competitiveness and I replied that I don't think about it at all.” Cyrill
Siewert, vice president for new business development and marketing at
Colgate-Palmolive says, "The United States does not have an automatic call
on our resources. There is no mindset that puts this country first." Dennis
M. Bishop, head of GE Taiwan, "The U.S. trade deficit is not the most
important thing in my life..running an effective business is."

The stateless corporation is still largely a U.S. phenomenon, but
eventually the corporation that calls nowhere and everywhere home may
become the rule. International joint ventures soared from 50 in 1979 to 400
in 1987. The 1989 U.S.-Canada free trade agreement has set off an
unprecedented wave of cross border mergers and acquisitions, as has the
Europe 1992 agreement. Just 250 corporations may control most world
trade today. By the end of the century even that tiny number may be cut in
half. ‘

Trade increasingly occurs among branches or subsidiaries of the same
corporation. As far back as 1977, as much as 50 percent of U.S. trade was
‘already among related parties(defined as 5 percent ownership or more).
Today estimates of the proportion of world trade consisting of transactions
among units of the same corporation run as high as 40 percent.
Transnational corporations control 80 percent the world's land cultivated
for export oriented crops. These same corporations control the global sales,
distribution and processing of these crops. Arms length trading
transactions no longer exist.

A world of planetary corporations destroys many of our assumptions
about free trade. George Ball's assumption that corporations allocate their
resources according to some invisible hand has little validity today. Foreign
owned companies allocate resources in a far different manner than
domestically owned firms, even when operating in the same market.
Foreign companies tend to act in ways that benefit local economies less than
domestically owned firms. Their ouytward orientation leads them to import
more goods and create fewer domestic jobs. In 1978-1984, for every billion
dollars in profits, Canadian controlled companies in Canada created 5765
new jobs. U.S. controlled companies with an equal amount of profits created
a paltry 17 jobs. Foreign companies operating in the U.S. in 1986 imported
almost $42,000 worth of merchandise for every worker employed. Domestic
companies imported $3000 for each worker.

By owning productive assets on several continents, planetary
corporations can transfer these assets at will. The Economist magazine
describes Honda's corporate vision, “"The company talks of a not-too-distant
day when it will switch its car production for the Japanese and American
markets back and forth according to what country is cheaper at any one
time." This internal transfer of assets rarely occurs because of differences
in efficiency or productivity, but because of differences in costs. To lower
costs corporations threaten to transfer assets to pressure unions to lower .
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benefit levels or local and state governments to reduce taxes.

The ability of global corporations to shift costs and revenues among
subsidiaries on several continents allows them to engage in what is called
"transfer pricing”. This occurs when international branches of a corporation
change the prices they charge one another and allocate overhead by
different formula depending on the host country's tax structure. By raising
prices for goods purchased in one country, for example, the corporation can
lower its reported profits in that country and thus lower its taxes. The U.S.
Internal Revenue Service estimates that foreign owned companies pay about
50 percent less taxes than U.S. companies in the same sector. The IRS has
responded by developing its own shadow balance sheet for foreign owned
companies. If the profits of one company lag by more than 25 percent those .
of another in the same sector, the IRS will consider this a prima facie case
of transfer pricing to avoid taxes, and will impose a stiff tax on the company.

The Planetary Corporations Demand Center Stage: The Frenzy of World
Wide Deregulation

. In the 1980s, several events converged to provide the context for the
current GATT negotiations. Communications and transportation advances
allowed the new planetary business enterprises to have, for the first time,
the management capacity to oversee thousands of productive assets in
dozens of countries. National economies become mterconnected via the
webs of hundreds of corporate branches.

The severe recession resulted in the ﬁrst contractlon of world trade,
which occurred in 1981-82, since the Great Depression.  Commodity prices
plunged, driving much of the Third World, and a portion of the developed
world, into bankruptcy. The decline in commodity prices swelled taxpayer
financed farm support programs in the United States. Both the United
States and Europe began to offer gigantic export subsidies on key '
commodities like wheat and rice, reducing still further the world price of
these commodities. This exacerbated the woes of the Third World by both
undermining their incentive for domestic agriculture and shrinking their
revenues from agricultural exports. '

The indebtedness of the Third World forced them to become beggars
to international banks, weakening their ability to develop their own
development paths, and forcing them to accept the increasingly harsh
conditions for renewed loans: privatization of the domestic economy and a
reduction of all government controls on trade and investment. Meanwhile,
the remarkable success of the newly industrialized export-oriented Asian
countries in the 1980s, like Taiwan, South Korea, Singapore and Hong Kong,
lent credence to export onented development strategies for developing
countries.

In Europe, the recession pi’dduced'the era of."Euro-pessinnsm‘?:; ‘dnd
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spurred the European Commission to radically change the nature of the 1957
Treaty of Rome. Initially the European Common Market was viewed not only
as a lowering of trade barriers, but the creation of a continent wide
regulatory mechanism. In 1985 the European Commission outlined specific
steps for a competely integrated United States of Europe by 1992. The
deregulation of domestic economies replaced the search for continent wide
regulations consistent with the cultures and histories of individual nations.
‘Reporter James Markham of the New York Times accurately described
Europe 1992 as "a deregulatory undertaking most enthusiastically
championed by large corporations"”.

In northAmerica the 1980s saw an enormous expansion of the
magquiladora program. This program, begun in the mid 1960s, created in
effect a free trade zone between the U.S. and northem Mexico. The handful
of plants and 3,000 workers swelled to half a million workers and 1500
corporations by 1988.

The recession in Canada, coupled with severe pressure by the U.S., led
to the Canadian government's changing its position and signing a free trade
agreement in 1989.

The rise to power of conservative governments in the U.S., West
Germany, France and Britain in the 1980s led to much closer relationships
between government and big business than had been the case in the 1970s.
In the United States in particular, conservatives pushed with every means at
their disposal the deregulation and privatization not only of the domestic
economy, but the world economy. Through bilateral and multi-lateral trade
negotiations, foreign aid, multilateral lending institutions, and in public
forums they aggressively pursued a laissez faire agenda.

The stage was set for a radical change in the rules. Harry J. Gray,
Chairman and CEO of United Technologies Corporation summed up the
goals in 1983, "Such barriers as quotas, package and labelling requirements,
local-content laws, inspection procedures, and discriminatory government
procurement policies all inhibit world trade...we need conditions that are
conducive to expanded trade...This means a worldwide business
environment that's unfettered by government interference."

' The same year Gray made that speech, the United States proposed a
new round of GATT talks. Most nations resisted the radical agenda pursued
by the United States, but eventually agreed to participate. In 1986 the first
meeting to develop the basic framework for the talks took place in Uruguay,
and thus this round is called the Uruguay Round.

In developing specific proposals for the GATT, the Reagan
administration often relied on executives of global corporation. Thus, for
example, Daniel Amstutz, a vice president for Cargill, became the Reagan
administration's Undersecretary for International Affairs and Commodity
Programs at the U.S. Department of Agriculture, where he designed
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domestic farm programs and GATT positions. He then became our special
negotiator for agriculture at GATT. President Bush replaced Amstutz with
Dick Crowder an executive at Pillsbury.

In May 1990, in a speech to the National Press Club U.S. Trade
Representative Carla Hills declared, "There is no question about it. This
round of GATT talks is a bold and ambitious undertaking”, she announced.
James Robinson III, CEO of American Express, and the head of the U.S.
Trade Representative s business advisory panel, declares. "Incrementalism
will not sufffice.”

For the ﬁrst time in GATT" history all aspects of trade mcluding
services, are on the negotiating table.

The U.S. proposes to eliminate virtually all authority: of national and
local governments to control their commercial affairs. = We propose to
eliminate the right of nations to impose export or import controls on -
agricultural products, no matter what the domestic circumstances. "We
want new rules governing investment", says Hills. We want corporations to
be able to make "investments overseas without being required to take a local
partner, to export a given percentage of their output, to use local parts, or to
meet any of a dozen other restrictions". - We want to end all curbs on the
mobility of capital. We want to abolish the present exemption that allows
developing countries to protect their infant industries. "(T)hey must assume
responsibility”, says Hills. - We want to eliminate all domestic agricultural '
support programs and abolish the right of nations to impose health and
safety standards more stringent than a minimal uniform world standard.

‘ The U.S. administration has two objectives in the present GA’IT talks.
One is to deregulate the global economy. The other is to deregulate and
privatize domestic economies throughout the world. Hills' address to the
National Press Club provided concrete evidence of how the U.S. government
makes no distinction between laissez faire at home and reducing barriers to
trade abroad. Hills repeatedly mixed examples of lowering tariffs and state
privatization. "More and more nations around the globe are opening their
orders to trade and investment and returning state run businesses to the
private sector”, she declared. Hungary and Brazil's sale of government run
light bulb and steel plants, Uruguay's ending its state monoply on insurance,
Mexico's re-privatization of its banking system, were mentioned as signs
that we are moving toward a freer trade era.

One of the Administration s objectives is to head- off transnational
regulatory efforts emerging from grassroots organizations. The Nestle
boycott over infant formula sales in the Third World led, in 1981, to the first
United Nations Code of Conduct on TransNational Corporations.

Negotiations for an expanded Code of Conduct have been taking place for the
last decade. On November 15, 1989 the U.S. House of Representatives
Subcommittee on Human Rights and International Organizations of the
Committee on Foreign Affairs held hearings on the proposed Code. Jane
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Becker, Deputy Assistant Secretary of the Department of State criticized the
Code as "steeped with the economic thought prevailing in many developing
countries in the 1970s: Governments should set economic objectives and
businesses should carry out those objectives." "In our view, the draft Code
has fallen behind the times", she insisted.

In GATT's first 30 years the focus was on reducing tariffs. These are
fees imposed on imports that, depending on their level, can serve as
important revenue generators for governments or as protectionist barriers
against imports. In this objective GATT has been highly successful. The
average tariff on manufactured goods fell from 40 percent in 1947 to less
than 4 percent today. In the last decade, non-tariff barriers to trade(NTBs)
have become a key concern.

. The problem is that many non-tariff barriers to trade were not

developed to prevent imports but to address legitimate domestic concerns.
For example, a key source of friction in the U.S.-Japan bilateral trade
negotiations is Japan's Large Scale Retail Store law. This law prohibits large
department stores from setting up near small shops. It is intended to
protect the vast network of community based, family owned, small
businesses in Japan. The U.S. considers this a trade barrier because it
complicates the export of products to Japan, since large U.S. corporations
must sell through thousands of retail distributors rather than through a few
large department store chains.(Not surprisingly, large Japanese retailers
have formed an alliance with U.S. exporters.) Yet for Americans struggling
to save their neighborhood commercial strips from mega malls, the
Japanese law may appear to be a reasonable exercise in democracy rather
than a trade issue.

In the mid 1980s the Reagan administration suggested that Canada's
national health insurance was an unfair trade practice. National health
insurance, paid for out of the general fund, lowered the competitive price of
Ca};uadian corporate goods and services and therefore was a trade distorting
subsidy.

Rigorous health and safety standards are also considered non-tariff
trade barriers by the U.S. government. - Even if applied equally to domestic
and foreign businesses, the Reagan/Bush administration argues, they burden
commerce by requiring corporations to produce goods to different
standards and thus are forced to produce these goods in shorter production
runs, thereby raising prices. ¥ When Europe banned the import of beef
injected with growth stimulating hormones, Secretary of Agriculture
Clayton Yeutter(previously the U.S. Trade Representative) lashed out, even
though European producers were held to the same standards. When
California enacted strict pesticide standards for food sold in that state,
whether domestically grown or imported, Yeutter again exclaimed, "How
can we get international harmonization when we can't get it here at home"
and accused California of "going off on a tangent" by writing rules and
regulations more stringent than federal standards. The GATT talks are
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viewed as a way to pre-empt local and state authonty in key areas by forcing
a umform, minimum world standard. : _

On the table at GATT is not only a discussion of its reach, but also its
structure and authority. The GATT is less an institution than a collegial
arrangement. Its contracting Parties agree to abide by its procedures and
rules. GATT attempts to settle trade disputes through bilateral
consultations. If this fails, the GATT Council may establish a panel,
consisting of three "experts" from countries without a direct interest in the
dispute. They hear the case and submit their recommendations to the
Council. The violating party is then obligated to follow their
recommendations. GATT has no real enforcement powers of its own. It
relies on the Parties' need to "maintain negotiating credibility” in GATT and
the allowance in the General Agreement for the Council to permit retaliatory

. action by the aggrieved Party. Retaliation is very rarely necessary. In 40

years over 100 cases have been handled and all but a handful have not been
resolved.

Through negotiations on Functioning of the GATT System. (FOGS)
there has been a major attempt to make GATT, so far only a "contract"
among signatories, into a gigantic "trade policy institution". GATT would
then work in tandem with IMF and World Bank. For example, James
Robinson III, wants to create an Institute for Internatonal Debt and -
Development(12D2). It will buy loans from banks on maybe 40 cents on the
dollar, and collect funds directly from industrialized country governments.
In return for a big break on debt service countries agree to privatize their
industries, and open doors wide to foreigh trade and investment.

The issue of deregulation and privatization are usually decided in
national elections. The Bush administration is hoping that GATT will pre
-empt the ability of nations and their sub-national governments, from
debating thlS issue in the future. . '-

Free Traders Up The Ante While the Beneﬂts of Freer Trade Disappear

An irony is that even while free traders are upping the ante on the
bargaining table, the benefits of freer trade, even by their own calculations,
are shrinking. After the brief slowdown in the early 1980s, world trade has
soared in recent years. It is expected to increase in 1990 by more than 10
percent, and to continue at that high pace even without radical changes in
GATT. .

Free traders usually use only one criterla to measure success: a
reduction in the price. of goods. But even by their own studies,; price
reductions stemming from future trade liberalization efforts will be minimal.

- The Institute for International Economics, a free trade think tank, predicts

a "relatively small size of the gains of the FTA(free trade agreement) to
economic output in both the United States and Canada." The consulting
firm, DRI, calculates that true technical harmonization will cut Europe's
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production cost by a mere .05 percent. Citing DRI's analysis, one National
Journal writer concluded, "the expected economic impact of these myriad
changes is relatively small". The European Commission's own two year study
of the impact of Europe 1992 found a best case scenario price reduction of
only 4 percent and one percent gain to the 12 member economies after 5
years.

Secretary of Agriculture Clayton Yeutter asserts, "Virtually all studies
done by numerous scientific and economic organizations confirm that
agricultural trade liberalization willl not only benefit farmers, but taxpayers
and consumers as well." Yet the Center for Rural Affairs(CRA) examined the
most important studies and found only one that predicted a gain for farmers.
"The economic gain will be felt by developed as well as developing
countries", Yeutter insists. But a World Bank study says the benefits will be
distributed very unevenly among the developing countries. CRA concludes,
"Most economists predict a net loss(producer gains minus consumer losses)
to developing countries."

An astonishing oversight in virtually all free trade studies is that they
analyze only one side of the balance sheet. There are no costs in freer
trade, they assume, only benefits. The two year, massive study of the impact
of Europe 1992 did not mention costs. Massive disruptions might occur in
domestic economies, but these are assumed to be brief and therefore
entailing no costs. The cost to the environment, or to democratic
decisionmaking, of course, are difficult to quantify and therefore are
excluded.

Free traders argue that opening up borders permits corporations to
serve larger markets and therefore to scale up their factories. This in turn
allows them to capture what engineers and economist call "economies of
scale". The rule of thumb is that each doubling of production size reduces by
8 percent the cost per item produced. But there are many economists who
think that economies of scale, while valid in principle, are largely achieved
at relatively modest scales, and that huge corporations crowd out legitimate
domestic competitors and achieve political and economic power that often
makes the government their allies against smaller enterprises.

. For these observers, competition, not the size of the producer, is the
key element leading to lower prices and higher quality. In Canada, for
example, the price of farm products regulated by supply management
systems have risen more slowly than those not protected by import quotas.
This is because the Canadian system encourages farmers to compete with
one another to raise their productivity. The import quotas set on textiles by
the United States since 1961 have not only helped preserve the industry, but
have arguably aided the economy. Textile productivity has increase twice as
fast as the U.S. industrial average since the quotas were put into effect,
second only to electronics. = Textile prices have increased only half as fast as
the average for producer price index.
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A PEOPLE'S GATT

Those who opppose the radical deregulatory changes pushed by the
Reagan/Bush administrations are not necessarily content with the present
system. Most believe it needs fixing, not to benefit a handful of executives
who run the new planetary corporations, but to meet the needs of a world
facing crucial environmental and social problems.

In part a People's GATT would address the inequities of the present
trading system. Under GATT, for example, it is considered perfectly
acceptable for a nation to create a competitive advantage by exploiting its
natural resources or its workers. Exporting countries should not be able to
"mine" their environment to have a competitive advantage over countries
adopting environmental policies that promote sustainable development.
Unfortunately, at present environmental subsidies are not considered unfair
trade practices. Yet GATT staff insists, "It would not seem desirable for any
country to adopt measures designed to stem such flows of investment and
trade as might result from international differences in pollution control
norms." GATT should not permit the oppression of workers to create a
comparative advantage. As-economist Howard Wachtel notes, differences in
product cost due to restrictions on economic rights "reflect no natural or
entrepreneurial advantage. The textbook doctrine of free trade is based
either on natural endowments or productivity advantages that accrue from
more advanced technology or superior management. It implicitly assumes
comparable institutions among trading nations."” i

And finally, GATT should continue to permit-nations to respond to -
their own unique situations, and to the will of their peoples, in fashioning
regulatory and development policies. In the last five years more than half a
billion people, from South Korea to the Philippines, from Eastern Europe to
Chile, have thrown off tyrannies and begun to fashion democracies. Yet the
right to vote is not synonymous with democracy unless it is a meaningful
eﬁi:ercise, unless the right to-vote means the right to influence a community's

ture. E :

-+ Four key areas of GATT need improvement
1. Environmental Protection

Article XX of GATT allows "the adoption or enforcement by any -
contracting party of measures..necessary to protect human, animal or plant
life or health". But, as Steven Shrybman, Counsel for the Canadian
Environmental Law Association, points out, there are "a host of
environmental and resource conservation measures that would be very
difficult to defend as'measures to protect human, animal or plant life.”

Moreover, there is no reported precedent under GATT that invokes this
provision to justify environmetnal protection measures. Nor was this T
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provision intended for that purpose. Rather the legislative history makes
clear that it was intended to protect "quarantine and other sanitary
regulations”. Environmental protection simply was not a public issue in
1947.

Many observers point to the recently enacted U.S.-Canada Free
Trade Agreement(FTA) as a bilateral model for the multi-lateral GATT. With
respect to the environment, the FTA gives Ottawa the right to overturn
provincial legislation that violates the agreement, despite the fact that the
Canadian Constitution explicitly reserves to provinces jurisdiction over
conservation and the development of natural resources. Canada will no
longer be able to prevent the export of its energy, timber, or water.

The Province of British Columbia recently abandoned
reforestation programs. The U.S. claimed these were unfair subsidies to
their timber industry. '

As part of the FTA, Canada agrees to "work toward equivalence"
with a risk-benefit regulatory model for pesticide registration. In Canada 20
percent fewer active pesticide ingredients and seven times fewer pesticide
products have been registered. The move toward equivalency will weaken
Canadian pesticide regulations.

The US coal industry has argued that Canadian provincial
utilities enjoy an unfair advantage over U.S. utilities because they are crown
corporations and pay no corporate tax. The coal industry's answer is to call
for a weakening of U.s. environmental regulations to balance the scale. In
submissions to the Senate Committee on Energy and Natural Resources on
the Canada-U.S. trade pact, the National Coal Association has asked Congress
to direct federal agencies to address these regulatory "disincentives".

At least one decision of the European Commission shows the
problems inherent in favoring free trade over the environment. The Court
of Justice of the European Community ruled last year in a case involving
Denmark's returnable bottle law that although no actual restraint of trade
had actually arisen, the reuse regulations could be more expensive for
importers than domestic producers. The Court concluded, "There has to be
a balancing of interests between the free movement of goods and
environmental protection, even if in achieving the balance the high standard
of the protection sought has to be reduced." In other words, free trade
permits Denmark to have a returnable bottle bill, but not a refillable bottle

. bill. ‘

With respect to health and safety standards, the U.S.
administration proposes that these must comply with international scientific
standards. Mentioned specifically in our proposal is the Codex
Alimantarius, a United Nations. food code. But that code permits DDT levels
four times greater than existing U.S. standards, and would permit imported
foods to avoid FDA restrictions on Alar or sulfa antibiotics.
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As one administration source told Washington Post economics reporter
Hobart Rowen, "It may be that some of our standards are too high".

We should remember that, in 1975, when the Unitéd States
banned the sale of new cars that used leaded gasoline, Europe did not follow
our lead. Their governments argued that our mountain of evidence linking
lead with brain damage in inner city children was not conclusive. And in
1978, when the U.S. banned the use of chlorofluocarbons(CFC's) in aerosol
spray cans because of their harmful effect on the atmospheric ozone layer,
Europe and most of the rest of the world again refused to follow our lead.
Recently Europe has adopted similar regulatory prohibitions.

Under the proposed U.S. guidelines, the U.S. ban on lead or on
CFCs could be challenged by other nations and if a world scientific body did
not yet agree with our conclusions, we could not prohibit the imports of cars
that used leaded gasoline or spray cans with CFCs.

Allowing a world science court to decide on the validity of local,
state or national health and safety standards, would severely dampen
democratic initiatives. It is important to note, says Shrybman, that "The
failure of a government to regulate has never been challenged as
representing a subsidy, and there is no precedent for such a complaint”. In
other words, a citizen of the United States, or France, or Japan, could not go
to the science court and ask for a prohibition on'the sale of CFCs or leaded
gasoline. He or she would have no standing to make such a’'suit. The GATT
requires that disputes be forwarded to dispute resolution only by national =
governments. Thus the citizenry of a nation would have to organize
politically on the domestic level to enact regulations, only to then be facing
the possibility of a world science court undermining their effectiveness by
permitting imports that violate such regulations.

A People's GA’I’I‘ would add speciﬁc language allowing countries
to prohibit exports or imports for environmental reasons. Thus Brazil could
prohibit the export of wood from its rainforests, and Denmark could
prohibit the importation of containers that were not refillable. A People's
GATT would embrace the thinking behind Representative James H.
Scheuer's(D-NY) resolution calling on Congress to withhold approval of any
changes in GATT until an environmental assessiment of the whole package
has been made. And would include his proposal to make international
environmental standards "a floor, not a ceiling” for state and national ,
standards. This is the way much(but not all) of U.S. national environmental
legislation works. . States and cities must comply with minimum federal
standards, but are permitted to exceed these standards.

3. Worker Protection

As far back as the 1890s, the McKinley Tariff prohibited imports
from convict labor. So did tariffs enacted in the 1920s, but none of these
were never enforced.
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The 1984 Trade and Tariff Act prohibited bilateral trade
preferences for developing countries exporting to the U.S., if those
countries refused to honor ' 1nternat10nally respected worker rights",
including the "right of association", the right to organize and bargain
collectively, a prohibition on the use of any form of forced or compulsory
labor, a minium age for employment of children, and acceptable conditions
of work ‘with respect to minimum wages, hours of work and occupational
safety and health". Only four nations were denied trade benefits under GSP,
however, and labor rights were not elevated to the status of an unfair trade
practice. :

The Omnibus Trade and Competitiveness Act of 1988 required
that one of the "principal trade negotiating objectives” at GATT be worker
rights. This included the adoption "as a principle of the GATT, that the
denial of worker rights should not be a means for a country or its industries
to gain competitive advantage in international trade". To date the
Administration has done little in this area. :

The issue of worker rights has already gained serious attention
in Europe. As mentioned above, in 1985 the European Commission
undertook a major deregulatory effort to complete a barrier-free internal
European market. But in 1989 countries like France and Germany worried
that if this new internal market lacked a "social dimension”, it could erode
the hard won social gains of their work forces when national corporations
are allowed to freely moved to countries whose workforces labor under
worse conditions. The Economist magazine says of the new move toward
equalizing social benefits, "The impetus for the plan is the fear of some
governments that otherwise 1992 will bring a businessmen’'s community but
not a citizens' one."”

This movement proposes a "social harmonization" to equalize
competiton among Common Market members. Member countries that
refuse to adopt policies that would equalize labor costs would be accused of
"social dumping" and their products would be subject to sanctions.

Conservatives vehemently oppose this concept. They argue that
a weak labor force, long working hours, and few benefits are a comparative
advantage. "Lower wages and a less protected labour force are among the
south's few advantages”, says The Economist. Paul Craig Roberts, a key
supply sider in Ronald Regan's administration, and a regular contributor to
Business Week magazine, writes, "the Social Charter reintroduces
protectionism in the guise of harmonization". "The original Common Market
-document--the Treaty of Rome-relies on market forces to harmonize
national economic differences”, he says.

When it comes to environmentlal protection or worker
protection, the issue is the same. Conservatives want to "level down"
environmental and worker rights. Progressives want to "level them" up. If
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imposed equally on domestic and foreign producers, it doesn't matter in
economic terms whether environmental standards are strict or lax, whether
worker rights are protected or not. So long as there is a level playing field,
the corporation that provides the best service at the lowest price will be the
winner. But one could argue that the environmental, social and political
costs of levelling down, a la Paul Craig Rogers' prescription, would be much
greater than the modest increase in consumer prices suggested by levelling

up.

The GATT should be amended to include worker oppression as
an unfair trade practice and to allow countries to prohibit the import of
goods exported from countries or companies that do not comply with
equitable labor practices. S

3. Third World Protection

In the 1980s, for the first time, world trade increased even while
the standards of living of major sections of the globe declined. In 1980 a
minimum wage worker in Peru needed to labor 17 minutes to buy a little
over two pounds of rice, a staple of the Peruvian diet. By 1985 that same
minimum wage worker needed 2 hours and 5 minutes to buy the same
amount.

‘From 1970 to 1986 the overail rate of nincrease of export crops
was 2.5 times greater than the rate of increase of basic food crops in Central -
America. Its exports of beef increased four fold, yet malnutrition increased.
In Brazil the yields per acre rose substantially as these crops received better
land and more credit for mechanization, while the yields per acre of crops
for domestic consumption fell. Exports and malnutrition soared.

In the 1950s and 1960s developing countries followed an import
substitution strategy. They focussed on building indigenous industries,
based on making at home the intermediate manufacturing components for
final product assembly plants.  The meager results of this policy led to a
shift to an export oriented strategy in the 1970s and 1980s. Yet, except for
several Asian countries, export oriented development has also been a failure.
Native industry has declined. Exports did increase, but at the expense of
food for domestic consumption. Indebtedness has soared.

The result of these twin failures has led to the emergence of a
new development strategy, called agricultural demand led strategies(ADLI).
It relies on land redistribution, and building a mass market by improving
productivity in agriculture and letting farmers share the fruits of the
improved productivity. Industrial growth is oriented to meeting the needs
of agriculture. Industry builds slowly toward heavy industry and exports.
Computer models show that under an ADLI strategy imports are halved and a
more equitable income structure results '

But the policies of the developed countries undermine such
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Third World development strategies. The World Bank and other multi
-lateral lending institutions force nations trying to refinance their debt to
enact programs to spur exports. Yet export subsidies by the U.S. and Europe
have driven down the world price of key commodities. For example, the
1985 Farm Act in the U.S. pushed price of rice down by 50 percent and
corn by 25 percent. Flooding Third World markets with cheap grains from
developed countries undermines their efforts to feed themselves and
reduces their revenue from agricultural exports.

The current GATT round for the first time includes rules
governing intellectual property and foreign investment. Intellectual
property is portrayed by U.S. politicians solely as an issue of counterfeiting.
That is a very minor issue. Third World commentators point out that of the
more than 4 million worldwide patents, nationals of developing countries
hold no more than 1 percent, although developing countries had 75 percent
of the world population, 20-25 percent of world GDP and 15-20 percent of
world industrial output.

Patent monopolies can lead to restrictive practices Back in
January 1974, the council of the Organization for Economic Cooperation and
Development(OECD) recommended action by member govemments against
the abuse of patents in licensing agreements. These included "clauses.
concerning tied sales, obliging the licensee to obtain goods from the
licensor or his designated sources, when the tied sales are not justified, for
instance, by technical reasons concerning the quality of the goods
manufactured under the licence." Grant back clauses require licensee to
assign or grant back to licensor exclusively all improvements discovered in
working the patents.

A People's GATT would continue to allow Third World countries
to create development strategies tailored to their own unique situations. It
would also prohibit export dumping of farm commodities by developed
nations. And it would recognize Third World concerns that patents should
not be used to control future domestic innovation and development.

4. A People's GATT |

Chakravarthi Raghavan, chief editor of the Special United
Nations Services, notes, "while all intergovernmental negotiations are in
private, the GATT processes are the least transparent”. This is particular
harmful to the interests of the vast majority of peoples who live in the
poorer countries.

"In theory, all contracting parties are equal and GATT's
consensus decision-making process is the most democratic with the big and
the small having the same equal voice", Raghavan writes. "But in practice
when the small have tried to assert themselves, they have been ignored or
sought to be overawed by arguments that the countries with the largest
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share of the world trade have more at stake in the trading system and its
rules, and hence their views should prevail. Real decisons are taken in the
'green room' consultations and other informal channels of negotiations...
Participation in these consultations is by 'invitation' and those invited are
selected by a non-transparent process, with a predominance of Industrial
Nations."

Equally left out in the cold are citizen groups. GATT is an
agreement among nations, and the interests of nations does not always
coincide with the interests of the majority of its citizens. In democratic ,
countries, citizens have access to the courts or to the ballot box to overturn
governmental policies. But GATT has no provision for direct citizen
participation. Trade disputes are almost always initiated by corporations,
with the government acting as the intermediary to a GATT ruling. A citizen
has no standing before GATT. Indeed, it is only at the pleasure of national
governments that even the rulings related to cases handled by GATT are
made public. :

The 1980s has witnessed the emergence of transnational
corporations but it has also seen the rise of transnational citizen movements.
As noted above, one of the main American objectives in the current GATT
round is to pre-empt the growing strength of this movement as signified by
the first Code of Conduct for Transnational Corporations. The controversy
about the use of growth stimulating hormones in Europe is an excellent
example of this conflict. The European Commission banned the use of such
hormones, as it said in its decision, not because of scientific information, but
because of the rise of powrful environmental groups like the animal rights
faction with the European Parliament. Indeed, in discussing this
controversy, Business Week points out, "A pricklier issue, perhaps, is the
increasing impact of -consumer concerns on the decision of trade officials,
who are more accustomed to brokering the competmg interests of producer
lobbies." ,

Trade officials are used to negotiating. among producers, but now
consumers are asking for, and gaining, a greater say in national and
international affairs. A People's GATT would be more democratic. It would
allow for more access by citizens' groups to its decisionmaking mechanisms,
would give more weight to the Third World, and would allow nations, and
their sub-national units to retain more authority over their own futures.

We must make clear that GATT deals with authority, not power.
- No matter what changes occur in GATT, it will not rectify the imbalance of
power that occurs when a global corporation threatens to close a factory in -
one city unless that city provides tax breaks or the workers accept wage
cuts. No matter what changes are made in GATT, it will not rectify the
imbalance of power between big, powerful nations, and small, weak ones.
Nicaragua, a member of GATT along with the United States, submitted a.
complaint about the U.S. imposition of a bilateral economic embargo on
Nicaragua. The GATT ruled in Nicaragua s favor, citing the U.S. for violating
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GATT principles. The U.S. ignored the ruling.

Nevertheless, authority is a necessary condition for the exercise
of democracy. GATT could provide nations the authority to prohibit imports
from runaway factories, or from factories whose production processes do not
meet the environmental standards of the nation they are exporting to. It
could permit subnational governments, like cities and states, to enact
stringent environmental standards. Having the authority, citizens will still
have to struggle against the woefully onesided struggle between community
and global business enterprises. But without the authority the struggle
cannot even begin.

Conclusion

The current GATT talks present the culmination of forces building up
for more than a decade. The U.S. proposals represent a radical attempt to
pre-empt the authority of its own citizens, and the citizenry of other
countries, to regulate commerce in the pursuit of environmental and social
ends. It is an attempt to impose a laissez faire philosophy on a world wide
basis, to allow the global corporations unfettered ability to transfer capital,
goods, services and raw materials across national boundaries.

In late July there will be a final negotiating session and by December
the GATT process must be completed, unless the Contracting Parties agree
to extend the deadline. Early next year that agreement, covering hundreds,
perhaps thousands of different issues, will be submitted to national
legislatures for ratiﬁcation '

In the U.S. GATT is considered an executive agreement, not a treaty.
Thus a majority, not two thirds majority is required for passage, although
both houses of Congress must pass it. Congress authorized a so-called fast
track ratification process. Congress will have only 90 days to vote on this
complex agreement. No amendments will be permitted. Within 90 days
Congress will be able to vote only yes or no on one of the most crucial
documents of our time.

In February 1990 the Executive Council of the AFL-CIO made clear that
it "will not support any multilateral trade agreement that does not carry out
Congress' intentions" related to worker rights, and asked Congress to
rescind the special fast track procedures and "substitute for them a
procedure that provides Congress the appropriate opportunities for
discussion and debate". Consumer, environmental and farm groups from
U.S., Japan, Eastern and Western Europe met in Stuttgart recently and
issued a joint statement opposing proposals "to take the power to set health
and safety standards away from elected leaders”. A coalition of citizen
organizations has formed in the United States to fight for changes in the
GATT that will enable future generations to make their own decisions about
protecting the environment, and worker rights, and the proper manner to
develop Third World economies.
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"No GATT deal is better than a bad deal for agriculture" said George
Bush in late May. A few days later Carla Hills broadened that declaration by
saying, "No GATT agreement is better than a poor agreement". We agree. A
world economy needs rules to govern the trading. relationship between
nations. The current GATT rules favor rich nations over poor and
corporations over the environment and the workers. And the changes by
the Bush administration would not only greatly worsen this situation, but
would weaken the ability of peoples around the world to govern their own
affairs.
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I EDITORIAL I

THE PERILOUS FAST-TRACK

Citizens of the world beware. Negotiators are
scrambling to hammer out a final revised version of the
General Agreement on Tariffs and Trade (GATT) in early
1991 after a failed attempt in December 1990. The new
GATT will primarily benefit multinational corporations.
Consumers, the environment, workers and the Third
World are unlikely to receive any of the purported bene-
fits of GATT and will suffer significantly because of it.

The explicit, benevolent-sounding goal of GATT ne-
gotiators, working on an elaborate agreement to regulate
trade among more than 100 nations, including the United
States, is to liberalize world trade by reducing non-tariff
trade barriers. What GATT negotiators, with the United
States as the primary driving force, are actually pushing
isaninternational deregulation agenda. Specifically, they
hopeto establish weak international consumer and envi-
ronmental standards which no country could exceed,
abolish programs in industrialized countries which pro-
tect workers and farmers on the grounds that they inter-
fere with tradeand pry open markets in the Third World,
even at the cost of destroying domestic businesses in the
world’s poorest countries.

Becauseof its far-reaching effect GATT deserves very
careful examination by Congress, which must vote on
whether to adopt the agreement. But GATT may not
receive the scrutiny it deserves.

TheBush administration acquired enormous powerto
shape the U.S. negotiating position in GATT with the
passage of the 1988 Trade Act. Although this legislation
instructed the president to negotiate with certain broad
goals in mind and required him to consult with Congress,
Congress agreed to forfeit many of its legislative rights
and responsibilities. In giving the president what is
known as “fast-track authority,” Congress agreed to vote
on a GATT agreement within 90 days after it is presented
by the president, with no amendments permitted. This

removed Congress’s only substantial role in the negotia-
tion process — its right to examine and amend the agree-
ment the president negotiates.

The limitations on Congressional involvement are
intended to strengthen the administration’s negotiating
position. Proponents of the fast-track procedure argue
- thatif Congress wereableto amend an agreement —even
to adjust it along the margins — U.S. negotiators would
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not be credible. Other nations’ negotiators would know
that compromises and agreed-on texts would be subject
to later alteration, and the negotiating process would
break down.

Themost significant effect of the fast-track legislation,
however, is to concentrate power dangerously in the
executive branch. While the U.S. government system of
checks and balances does not function perfectly, it does
tend to check the excesses of any one branch of govern-
ment.

In the context of the GATT negotiations, Congress’s
shirking of its constitutional role intensifies the power of
muitinational corporations. Multinationals, led by com-
panies such as American Express and Cargill and organ-
ized into the Multilateral Trade Negotiations (MTN)
Coalition, are the dominant influence on the
administration’s negotiators.

Business groups also have tremendous sway in the
legislature, but Congressis subject to more diffused influ-
ences and is more responsive to citizen pressure and
concerns. Trade associations of domestic industries such
as textiles, commodity farm groups and public interest
organizations — all opposed to significant provisions of
GATT — have much more pull in Congress than they do
with the Bush administration.

The “fast-track” issue also has ramifications beyond
GATT. The U.S.-Canada Free Trade Agreement (see
Multinational Monitor, May 1990) was approved with the
fast-track process, and the Bush administration is cur-
rently requesting fast-track authorizationasit prepares to
enter into negotiations for a free trade agreement with

" Mexico.

Belatedly, the Senate is considering rescinding the
fast-track authorization for GATT. Citizens should con-
tact their representatives and especially senators and tell
them to support the resolution, $-342, introduced by

Senator Kent Conrad, D-ND. If passed, the bill would

revokethe Bush administration’s fast-track authorization
for GATT and subject a GATT agreement to the careful
scrutiny it merits. Citizens should also demand that their
elected legislators refuse to cede their authority to the
President and that they vote against the Bush
administration’s request for fast-track authorization for
its free-trade negotiations with Mexico. l
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Selling Free Trade

Doug Henwood

there was some talk of creating a hemisphere-wide free

trade zone. In June, the president announced his Enter-
prise for the Americas Initiative, “to help this hemisphere real-
ize its untapped potential for progress.” In its June 28, 1990,
story on the announcement (p. D1), the New York Times high-
lighted Bush’s stirring remark that “prosperity in our hemi-
sphere depends on trade, not aid.” After responsibly noting the
contrast between “the soaring oratory of a major foreign policy
initiative” and the initiative’s apparent status as a mere exten-
sion of existing programs, Times writer Andrew Rosenthal
quickly secured testimony from “international bankers and
some other specialists” that Bush had indeed offered “a signifi-
cant expansion” of existing programs. His experts also sug-
gested that Bush’s speech might calm those nervous Latins who
fear that the U.S. is more interested in Eastern Europe than its
southern neighbors. Rosenthal offered no evidence for his as-
sumption that the U.S.-Latin relationship has been a nurtunng
one.

Bush’s scheme offered $300 million in new U.S. money, $200
million of it in debt relief and a $100 million grant to foster
privatization and financial reform. The president hoped that
Europe and Japan might contribute an equal amount to the
grant pool. Rosenthal was too polite to note that $500 million —
assuming European and Japanese money is forthcoming —is
0.12 percent of the region’s total debt, 0.86 percent of 1989's
total debt service, and 0.06 percent of its GNP.

According to M. Peter McPherson —the Bank of America’s
VP for debt restructuring (and former Treasury official), and
therefore the most disinterested of experts — debt relief is the
most important part of the package, since it means that official
money may be forthcoming to help ease the burden on our long-
suffering banks.

Of course, no Latin sources were queried, which is too bad,
since they might have livened up the discourse a bit. For ex-
ample, a leftwing Argentinean legislator, Luis Zamora, told UPI
that the Bush scheme was a relationship of “master and slave”

B efore the armed lust for cheap oil obscured all else,

that would bring “benefits to the United States and losses to -
.Latin America.”

The Enterprise for the Americas

As an official program, the Enterprise for the Americas In-
itiative means little; it simply ratifies what has been going on
throughout the hemisphere for years now. The 1980 Republican
platform called for a “North American Common Market”; in
his final State of the Union message, Ronald Reagan called for
a “free flow of trade from the tip of Tierra del Fuego to the
Arctic Circle” — phrasing echoed in Bush’s call for a free trade

zone extending “from the port of Anchorage to the Tierra del - -

Doug Henwood is the editor of Left Business Observer ($18 a year for in-

dividuals, $45 for institutions), 250 W. 85 St., New York, NY 10024,
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Fuego.” (Other Republican publi-
cists opt for a more modest zone
“from the Yukonto the Yucatan.”)
Under the weighty pressure of
$434 billion in foreign debt, Latin
American governments have been
privatizing, deregulating, and otherwise pampering foreign cap-
ital, with Chile and Mexico in the lead. In fact, the Bush scheme
was announced only a couple of weeks after a visit from Mexican
president Carlos Salinas de Gortari, who was eager to begin
negotiating a U.S.-Mexico free trade agreement (FTA).

Should such abilateral deal ever come to pass, it would mark
a neat symmetry with the 1987 U.S.-Canada free trade agree-
ment, a document the Times loves — a love which certainly has
nothing to do with the Times’s extensive investments in the
Canadian paper industry (see LOOT, June 1990, p. 20). “Trade
Pact Is Seen As Economic Spur By U.S. And Canada,” read the
headline over Clyde H. Farnsworth’s October 5, 1987, story,
which reported as factual the notion that the deal would “stimu-
late economiic activity in both countries.” This has set the tone
for years of upbeat coverage.

Canadian Opposition

Perversely disagreeing with the Times, Canadian opponents
of the FTA thought it would be a disaster for their country. So
far events have matched their predictions: Plants have been
closed, industrial jobs lost (100,000 according to union es-
timates), and the government of Prime Minister Brian Mul-
roney continues its assault on social spending. Free-traders
point to a gain in service jobs, which is precisely what U.S. con-
servatives did as the U.S. deindustrialized, a process Canada
now seems to be experiencing,

As a result of the FTA, Canada is becoming even more of a
natural resource-based economy—one based on rocks and
trees, as the Canadians say— and those resources are increas-
ingly owned by U.S. multinationals. As the Wall Street Journal
argued in a 1988 editorial (September 22, 1988, p. A38), “There
is a natural synergy between the two countries. Canada is rich
in natural resources; the U.S. is a plentiful source of capital for
developing those resources” — a classically colonial relation, in
other words, something even the Journal is not loony enough to
say aloud. A Cariadian business journalist told me that he thinks
that his nation’s elite has given up on sovereignty, choosing in-
stead to become a comprador class. Needless to say, virtually
none of this line of argument has been reported in the Times.

Canadian opponents of the FTA rightly dread bringing Mex-
ico into the picture, which is something the U.S. and Canadian
governments have already begun to do. As multinational cor-
porations consolidate their North American operations on a
continent-wide basis, they study the following list of manufac-
turing wages in U.S. dollars per hour: Canada, $12.13; U.S.,
$10.71; Mexico, $.84. From that list, it is not hard to figure out
where plants will be closed and where they will be opened.

The Times has run a couple of stories dutifully noting some
of the problems with a U.S.-Mexico FTA, among them, the pos-
sibility of “a huge influx of Mexican labor and of wages in Mexico
that are only a fraction of the American level,” as Larry Rohter
put it in a June 12 story— though these are presented as “obsta-
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Canada’s elite has “given up on
sovereignty, choosing instead to
become a comprador class.”

cles” to the “cautious agreement”
between the government, and not
perfectly good reasons to oppose
an undemocratic marriage of
elites. No hint was offered of Mex-
ican opposition, however, part of
the paper’s consistent failure to report popular opposition to
the technocrat Salinas and his program of “savage capitalism,”
as it is often called in Mexico. The Mexican government’s on-
going electoral fraud and human rights abuses are similarly un-
dercovered; Times readers learn far more about pollution in
Romania than they do about the one-party state to our im-
mediate south— no doubt because Salinas is the best president
of Mexico the U.S. ever had, as the Mexican opposition puts it.

News pages aside, Times editorialists love the ideaof a U.S.-
Mexico FTA. While admitting that U.S. workers might have to
“scramble for new jobs” when exposed to Mexican competition,
a June 16 item (p. A20) called “A Boost for Both Countries”
suggested expansively that “this country can afford to provide
its jobless with generous assistance.” Since the country can af-
ford such assistance, it would be nice if the Times explained why
it has never offered it. The paper also suggested that U.S. in-
vestment in Mexico would create “desperately needed jobs.”

The kind of jobs an FTA would create can be seen in the auto
plants and maquiladora clustered in northern Mexico. (Ma-
quiladora plants import components from the U.S., where
$.84/hr workers assemble them into products for almost duty-
free export to the U.S.) This cluster of investment has created
new cities with hardly any infrastructure — cardboard shacks un-
served by plumbing, sewers, or schools. The mundane jobs it
creates offer no skills transfer, and the plants generate massive
amounts of toxic waste. (The Times Magazine deserves praise
for a good story on maquiladora by Sandy Tolan in the July 1,
1999, issue; it would be nice to see more of this in the news and
editorial pages.) According to Scott Sinclair of Common Fron-
tiers, a Toronto-based group opposing a North American free
trade zone, the cost of cleaning up this poisonous gunk could be
more than the maquiladora program has earned.

Cheap Resources and Cheap Labor

The grand design of the continental free traders is simple,
but rarely discussed openly, and never in any of the stories the

" Times and its peers have written on the issue. Canada will sup-

ply natural resources; Mexico, cheap labor; and the U.S. will
enjoy the fruits of both. But only the more fortunate citizens of
the U.S. will enjoy these fruits. Behind all the hype for the global-
ized post-industrial economy lies this reality: High-wage pro-
duction jobs disappear; an affluent minority of managers, de-
signers, lawyers, marketing specialists, propagandists, and fin-
anciers plan and administer the global economy; and an increas-
ingly immiserated mass of janitors, nannies, manicurists, and
clerks serve them. All hope for economic and social develop-
ment in the sweatshop countries is doomed as long as this ar-
rangement persists.

A trade deal with Mexico would facilitate this trend, so pleas-
ing to our elite. No wonder the Times’s coverage is so spotty and
superficial and its editorial endorsement so fervid. The Yukon
is ours; on to the Yucat4n and Tierra del Fuego. °
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~ Aninternational treaty threatens to undermine efforts by municipalities
to protect the environment and the health of their people.

by Michael Shuman

MAGINE A FOREIGN DICTATOR TAKING OVER THE UNITED STATES,

curbing local environmental and safety regulations, and or-

dering us to eat food heavily contaminated with pesticides,
hormones, and other chemicals. Certainly a nation like ours that
has proved its willingness to wage an all-out war in the Persian
Gulf to keep gasoline prices low would be willing to take up arms
against such an ominous threat. Yet this is essentially what our
President has been proposing behind closed doors in Geneva,
Switzerland. h

The potential dictator is an international treaty, little under-

GATT éurrently regulates about 85 percent of
the more than three trillion dollars of
world trade that occurs annudlly.

stood by Americans, called the General Agreement on Trade and
Tariffs, or GATT. Since its inception in 1948, GATT has been the
principal vehicle through which 98 of the world’s nations have
sought to promote “freer and fairer trade” by ratchetigg their
tariffs and non-tariff trade barriers downward. Between1950 and
1975 successive rounds of GATT negotiations incytased mer-
chandise trade for industrial nations at an average rate of eight
percent per year, double the average growth rate for their gross
national products. GATT currently regulates about 85 percent of
the more than three trillion dollars of world trade that occurs
annually.

Free trade is a laudable economic principle, but recently the
Bush Administration has begun to redefine the mission of GATT
as not just whittling away protectionist regulations but also
quashing reasonable laws concerning public health and the envi-
ronment. Over the past two years U.S. trade representatives have
been proposing to GATT that local health and environmental laws
relating to food and agricultural goods should be replaced by
uniform international regulations. With the aim of “harmonizing”

4

these laws across the world, the Bush proposals would delegate
the power to promulgate liealth and environmental standards to an
agency in Rome called Codex Alimentarius, or’ Codex. This
agency, largely dominated by executives from chemical and food
companies, could suddenly have the authority to declare what
levels of different chemicals in our food were safe. Any standards
that were more stringent, whether they came from Congress, the
states, or cities, might be preempted, because GATT procedures
could brand them as “unfair trade practices” and U.S. law treats
GATT as the supreme law of the land.

Take DDT, for example. The U.S. Congress
has wisely banned food imports containing anything
more than very low “background” levels. But if the
worst of the Bush proposals was accepted, the
Codex standard, which allows much higher levels
of DDT, would suddenly become U.S. law. Ac-
cording to Anne Lindsay, Director of Pesticides
Registration at the U.S. Environmental Protection
Agency, about one out of every six pesticide stan-
dards set by Codex is weaker than those now set by U.S. law.

Besides chipping away at national standards, the Bush pro-
posals could sweep away state and local protections. Even if
California voters pass the “Big Green” Initiative (Prop. 128) this
November, which would prohibit the use of any cancer-causing
pesticides on food grown or sold'in the state, GATT regulations
might render it null and void. State and local governments could
lose much of their legislating authority over food and agricultural
products to Codex. .

While Codex masquerades as an esteemed “scientific court”
that issues only objective safety standards, its members are
comprised almost entirely of government officials and corporate
lobbyists. The U.S. delegation, for example, includes representa-
tives from the American Association.of Cereal Chemists, the
American Frozen Food Institute, CPC International, Grocery
Manufacturers of America, Hershey Foods, Kraft, Nestle Foods,
PepsiCo, ‘Ralston Purina, and Smith-Kline Beckman. Unlike
governmental bodies, its members are not elected, its decisions are
not openly debated, public testimony is not allowed, and review
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by other legislative bodies or
courts is impossible..
Consumer activist Ralph
Nader has warned, “GATT is de-
signed to circumvent democratic
institutions and override local and
state government efforts to pro-
tect consumers and the environ-
ment.” :

A GOVERNMENT OF,
BY, AND FOR THE
MULTINATIONALS?

ONE OF THE CHALLENGES FAC-
ing advocates of municipal for-
eign policy is how to check the
growing power of multinational
corporations. Many cities are
now bidding away their control
over multinationals in an effort to
lure them. In Tokyo, Japan, nearly
every U.S. state has a trade office
offering up tax breaks, subsidies,
union-busting practices, and lax
environmental and health standards to entice Japanese manifac-
turers to build factories in its jursidiction, all for economicbenefits
that rarely materialize. As corporations become more internation-
ally mobile, any city unwise enough to protect consumers, work-
ers, and the environment risks losing jobs to other cities interested
in only short-term profit. : '

If we want to have even a reméte chance of putting reasonable
checks on misbehavior by multinationals, we will need all the
standards we can muster — local, state, national, and even
international. :

We could certainly benefit from global rules that prevent
corporations from going anywhere on the planet and spewing
carbon dioxide, CFCs, sulfur dioxide, or hundreds of other dan-
gerous pollutants. And it would be helpful to have enforceable
international laws that ban child and slave labor, grant workers
basic protections, and set minimum global wages.

But international standards must become floors, not ceilings. .

National governments must remain free to implement more rigor-
ous standards. And if local and state governments wish to
implement more stringent controls, they should be able to do so.

So long as local regulations are not targeted against foreign goods

orany particular country, they should be regarded as trade-neutral.
" Mainstream advocates of “free trade” have it all wrong. An
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unfair trade practice occurs, not when a country or city protects its
environment, but when someone can exploit global ecosystems to
manufacture cheap goods and undercut more responsible produc-
ers. Goods produced at the expense of workers’ safety, public

health, or environmental protection are the ones that should be -

We must make it clear to the
President now, while negotiations
are still under way, that international
agreements preempting municipal

~ creativity are unacceptable,

branded as unfair.

The Commerce Clause in the U.S. Constitution provides a
reasonable model for how to balance the benefits of free trade with
democratic virtues of allowing diverse localities to pass their own
health, safety, and environmental regulations. Basically, if U.S.
courts find that regulatory measures are protecting local
industries, they will strike them down. But if thé regulations
are reasonably serving the public’s welfare and equally burden-
ing locally and nationally produced goods, courts will uphold
them.

An analogous system could operate within the framework of
GATT, empowering the courts of different nations to scrutinize
national, state, and local regulations with these kinds of standards.

Regulations that draw no distinction between locally produced -

and foreign goods should be presumed legitimate.
burden should be put on a challenger to
show that there is absolutely no reasonable ‘
basis for the regulation. :

Congressman James Scheuer of New
York now has a resolution pending (HR
336) calling on the President’s representa-
tives at GATT to initiate special consulta-
tions “to ensure that the implementation of
the GATT does not undermine national
environmental protection measures and
health and safety standards...”. This is a
good beginning. But in all likelihood,
even if it is passed, the Bush Administra-
tion cannot be trusted to implement it.
Thus far, despite paying occasional lip
service to states’ rights, the Bush Admin-
istration has shown remarkable disdain
for local and state initiatives in protecting
the environment and public health. It took
a heroic local organizing effort to con-

A heavy

If you want to make sure that GATT does not preempt local environmental and
public health regulations, write to the following people immediately:

The Honorable Carla Hills
U.S. Trade Representative
600 17th St., NW
Washington, DC 20506
FAX: 202-395-3911

President Jacques Delors
European Community
Rue de la Loi 2001049
Brussels, Belgium

FAX: 32-2-236-3115

Ty

vince Congress to rescind Bush-sponsored provisions in the Clean
Air Act that would have preempted mumc1pal and state laws
banning CFC emissions. :

~ We must make it clear to the Pre51dent now, while negotia-
tions are still under way, that international agreements preempting
municipal creativity are unacceptable. Faced with a simple,
thumbs-up-or-down vote in which no amendments are possible,
Congress rarely disapproves a GATT agreement. And a number
of Democratic heavyweights are already lining up behind the

President. According to Food Chemical News, House Speaker

Tom Foley is “not happy with the trend toward states taking the
lead in health, safety, and environment areas, adding that it can
have serious consequences for trade and commerce in the U.S. and
internationally.” ‘

It will take a massive publlc campaign to approve the Scheuer
resolution and to send the President’s representatives back to the
negotiation table. Mounting pressure by environmental and
consumer groups has already caused some favorable changes in
the Bush proposals in just the last few months, but unless that
pressure continues the final GATT agreement .could ultimately
stomp out creative municipal policy-making.

We can have both a healthy system of global commerce and
vigorous local environmental and health initiatives if we act now.
But if the President insists on our choosing between “free trade”
or democracy, and if “freedom” means the freedom of corpora-
tions to exploit the environment and ruin public health without

 fear of national or local regulation, then let us always choose

democracy.

Michael Shuman is President of the C_enter" for Innovative
Diplomacy and a visiting scholar at the Institute for Policy Studies
in Washington, D.C. :
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Arthur Dunkel, Dlrector General
GATT

154, rue de Lausanne

CH-1211, Geneva 21, Sw1tzerland
FAX: 41-22-7-31-42-06

Ambassador Tran Van Thinh
European Community

37-39 Rue de- Vermont1211 .
Geneva 20 Switzerland
FAX: 41-22-73-42-236
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CIA tolIncrease Scrutiny of Allies Trade Moves

m Espionage: New
Director Gates says the
agency hopes to safeguard
U.S. commercial interests.

By JOHN M. BRODER

TIMES STAFE WRITER

ASHINGTON —The CIA will

intensify serutiny of the
trade. and economic policies of
America’s major allies to assure
that they do not violate interna-
tional agreements or harm U.S.
commercial interests, CIA Director
Robert M. Gates said Thursday.

While rejecting outright spying
on foreign corporations, Gates said
that foreign governments—even
friendly governments—colluding
with their industries to the detri-
ment of American interests are
“fair game" for U.S. espionage
-efforts.

“The basic message to others

- around the world is: If you intend
to cheat the United States, we're
going to be looking,” Gates said.

He said the agency has uncov-
ered cases in which foreign gov-
ernments have made foreign policy
concessions to other governments,
in exchange for purchases of prod-
ucts of private corporations. But he
declined to name any  countries
guilty of such “collusion.”

~ In a 90-minute interview with

-.. editors and reporters of The Times’
‘Washington bureau, his first since

* moving into the post six weeks ago
after a stormy confirmation pro-
cess, the director explored various
topics, from nuclear proliferation
to the future of the new Russian-
led commonwealth to changes
within the CIA because of the end
of the Cold War.

He said the dialogue is part of a
new “openness” he intended to
bring to the agency.

Gates said the CIA has not yet
seen evidence that Soviet nuclear
technology and know-how are be-
ing leaked to other nations, al-
though the possibility of that re-
mains a concern. Nor has U.S.
intelligence detected efforts by
rogue nations to recruit Soviet
weapons scientists, he said.

JQut he said that thousands of

Soviet experts on nuclear,
chemical and biological weapons
are facing unemployment and food
shortages and may feel compelled
to market their expertise to Third
World nations seeking unconven-
tional weapons capabilities.

The spy chief said that the end of
the Cold War means that the
number and size of U.S. covert
operations overseas will diminish.
But secret foreign operations re-
main “an instrument of foreign
policy that is available to the
government. I think there will
continue to be some selective use
of it but I think it will be very
selective.”

He said the U.S. government is
unlikely any time soon to mount
large-scale paramilitary operations
like those in Afghanistan, Nicara-
gua and Angola in the 1980s.

- Gates expressed optimism about
the progress, so far, toward devis-
ing a new form of government in
the dissolving Soviet Union, prais-
ing Russian Federation President
Boris N. Yeltsin’s courage and
political skill.

But he said the outlook for
democratization and economic re-
form in the new commonwealth
“depends on what happens during
the winter.” While not predicting
widespread famine, Gates said a
poor Soviet harvest and a broken

. food and fuel distribution system

will produce “severe local shortag-
es." .

His assessment of the situation in
Russia and the other former Soviet
republics was noticeably more up-
beat than in recent speeches and
congressional testimony. As re-
cently as last week he had predict-
ed that the crumbling Soviet Union
would experience “the most signif-
icant civil disorder since the Bol-
sheviks consolidated power” in
1917.

He said he was encouraged by
the formation of the Common-
wealth of Independent States and
most of the public statements made
by the leaders of the newly inde-
pendent republics.

€¢Y t's clear that all of these
republics are very interested
in both sovereignty and independ-
ence but the commonwealth evinc-
es a willingness on their part to
collaborate on those issues .. .
where they . . . have a concern or
an interest in common,” Gates said.
“No one should underestimate the
challenges and the problems that
these guys are going to face getting
through the winter and so on. But I
think it’s a really encouraging step
forward.”
Gates expressed some optimism

fo 42

about the future of the new com--

monwealth, saying: “This is the
last great multinational colonial
empire that has collapsed. It has
collapsed virtually overnight. See-
ing their way through to the devel-
opment of real democracy and a
market economy is going to be a
long path for them and it’s going to
be a tough path. . . . There’s going
to be instability, there’s going to be
some violence.

“But I think the key for the West

" is to pay attention to the overall

direction in which they're headed.
I think in light of their past in
which there is very little experi-

ence with either democracy or
market economics, that what they
already have achieved is marvel-
ous.”

While Gates, a longtime hard-
liner on the Soviet' Union, was
relatively sanguine on develop-
ments in the fallen empire, he gave
a more sober assessment of emerg-
ing problems elsewhere.

He said North Korea and Iran

“continue to work toward building

atomic bombs, that several other
Third World nations are aggres-
sively pursuing unconventional
weapons and missile technology
and that Iraqi President Saddam

Hussein remains firmly in power in
Baghdad.

Concerning Iraqg, Gates said that
his agency has indirect evidence of
growing discontent among the
population and “some. other signs
of possible difficulty within the
family, within the closed circle.”

Some in the government and
Congress have urged the Adminis-
tration to move aggressively to
exploit that disaffection and en-
courage a coup attempt. Gates said
he believes a coup could succeed
without outside help, but he de-
clined fo elaborate.
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Top-Secret US

Now May Target Trade

By Michael Wines
New Yori. Times Service

WASHINGTON — As the Sovi-
et military threat declines, the Na-
tional Security Agency is debatinj
a shift in the targets of its glob
electronic eavesdropping network
to such activiies as spying on
world trade and financial transac-
ttnc'(lylxl;s, government officials and in-

€Nce experts say.

Tgc agency 1s alréady consider-
ing reducing scme of its Soviet op-
crations, but any further shift
would mark a basic change of mis-
sion for an organization whose
foremost duty since its formation
38 years ago has been to warn of a
Soviet military strike.

The Nationa! Security Agency,
the largest of the nation’s intelli-
gence agencies, gathers all the intel-
hgence derived from radio signals,
telephones, and other electronic
communications. It is formally .an
agency of the Pentagon, but it coor-
dinates its activities with the Cen-
tral Intelligence Agency, whose di-
rector reports to the president and
the cabinet,

Senior officials of the National
Security Agensy. led by its director,
Vice Admira! William O, Stude-
man, began this spring to draft a
" proposal to redefine its acuvities in

light of the political and military
upheaval in the Soviet Union and
Eastern Europe, government offi-
cials and private experts said.

Officials emphasized that the
agency must continue to monitor
Soviet military and political devel-

ments as long as the Soviet

nion remains a nuclear super-
power and maintains the largest
military force in Asia. In fact, some
cavesdropping may well increase as
instability mounts in Russia and
nearby republics, they said.

But the officials said the emerg-
ing battles for economic primacy
among Western nations and multi-
national companies — rather than
military rivalries — offer by far the
most promising prospects for the
agency's future activitics.

Among both senior intelligence
officials and those in Congress who
oversee their activities, the Soviet
military retreat has given risc to a
belief that American security now

rests more in economic strength -

than in armed might. The tempta-
tion to use espionage as a weapon
in the world's trade wars is fast
becoming the hottest issue in intel-
ligence circles.

Officials say the National Securi-
See SPY, Page 2
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Agency SPY: Agency Seeks Targer

(Continued from page 1)
z Agency’s discussions raise fun-
tal questions about the fair-
ness of such tactics and their
ticality. Even if the United

_ States could set aside its ethical

objections to industrial espionage,
there are legal barriers 10 disclosing
such information and serious ques-
tions of which American compa-
nies should receive it — if, in fact,
major companies with factories

'worldwide and joint ventures
. abroad can be any longer identified
as American.

-the proPrietary

The issue is especially delicate

" because some of the most attractive

targets of economic espionage
could well be companies or govern-
ment agencies of nations militaril
allied with the Uniied States, bo!
in Western Europe and in Asia,
notably Japan. Many of those na-
tions are believed now to spy on
American corporations.

“The real issue is, do you want
United States intelligence to steal
secrets of forei
nations,” a mcrnmem official
said. “It’s fundamentally anathema
to our way of life. We don’t do
business this way.”

Industrialized nations, including
the United States, routinely collect

- economic intelligence on their al-

lies. The National Security Agen:
gathers data on financial and stoc!
transactions and foreign govern-

ment strategies that are useful in
trade negotiations and other gov-
ernment decisions, like the approv-
2l of foreign purchases of Ameri-
can companies dealing in restricted
technologies, officials said.

There is a consensus among in-
telligence officials that the agency
should gather more economic data,
to assist government bodies in-
volved in commerce and to detect
coming economic disruptions that
coilg affect U.S. interests.

ency eavesdropping outposts
are also said to stumble routinely
across foreign co; te trade se-
crets and national industrial strate-
gies that could be of immense value
to American companies competing
abroad.

That information is not now
sought or distributed within the
government, much less among pri-
vate anies. Among the 1ssues
now being discussed by to&intellr
gence officials are whether the
agency and other government orga-
nizations should make a deliberate
effort to collect such information,
and who should benefit from it.

Neither the agency nor other in-
telligence bodies could decide to
gather such specific information on
their own. Decisions on the kinds
of data that agencies collect are
made by panels of intelligence ex-
perts and government policymak-
ers. ‘

Among intelligence . officials,
there is an issue even more serious
than ethics and practicality in eco-
nomic espi : whether such se-
crets could bﬂem  without co%:-
romising exotic means by
gzhich they were plucked from the
airwaves, or duclosnéf the particu-
lar frequencies or telephone lines
from which they were acquired.
“NSA would go bananas if it

* collected data that wound up being

shared with GE,” said a former
intelligence official who is an ex-
pert on economic intelligence, “In
their business, you don't disclose
sources and methods, or your
cources starnt to dry up.”

/43






hen the General Agreement on Tariffs
W and Trade (GATT) was first formu-
lated more than 40 years ago environ-
mental considerations were not taken into ac-
count. Today, preservation of our environment
must be addressed in this global trade agreement
because of the gravity of global environmental
problems, such as the destruction of rainforests,
desertification, 0zone depletion and global warm-
ing. However, the Bush administration’s negotia-
tors claim that the GATT is an inappropriate
forum for discussion of these issues. They refuse
to acknowledge the relationship between trade
policy and environmental problemsand are press-
ing instead for changes in trading rules which
benefit only huge transnational corporations.
Trade practices play a key role in determin-
ing the scale and character of resource exploita-
tion. The proposed changes to the GATT do not
consider how ecological limits affect “free mar-
kets.” The ability to control the export of re-
sources is vital to any country seeking to establish

- conservation policies to protect its natural re-

sources. This ability will be undermined if export
controls that now limit resource exploitation are
eliminated. It could then be “GATT illegal” for a
country to take any measures to preserve scarce
resources, if they are judged to be in restraint of
trade. Limiting the right of nation states to restrict
the export of their resources will be of greatest
benefit to transnational corporations from the
industrialized countries who want to ensure that
that world’s natural resources remain freely and
cheaply available.

" Loss of Existing Protections: The 1989 U.S./
Canada Free Trade Agreement illustrates how
environmental setbacks can result from such
agreements. It isabilateral model for the multilat-
eral GATT. The Province of British Columbia had
to abandon its tree-planting programs because
the U.S. claimed these were unfair subsidies to the
Canadian timber industry. Canada can no longer
regulate the export of its energy or timber to the
U.S., has been forced to abandon measures to

Part 2: GATT and the Environment

protect endangered species, such as the Pacific
salmon, and been prevented from restricting sale
of its water resources to the U.S., even in times of

.local water scarcity.

U.S. industry has also_ used the pact as a
means to cripple this country’s environmental
laws. The coal industry has argued that Canadian
provincial utilitiesenjoyan unfalradvantageover
U.S. utilities because the Canadian companies are
Crown corporations and pay no corporate tax.
The US. coal industry wants to weaken U.S.
environmental regulations to balance the scale.

~The proposed changes to the GATT under-
mine certainimportand exportrestrictions within
theU.S. thatlimit log exports in the Pacific North-
west — home of most of this country’s remammg
old growth forests. Increased cutting of these
ancient forests will result if those restrictions are

 lifted. Since 1975, the U.S. has banned the sale of

new cars that use leaded gasoline because of
evidence linking lead with brain damage in inner
city children. In 1978, the U.S. banned the use of
chlorofluorocarbons (CFCs) in aerosol spray cans
becauseof their harmful effecton theatmosphere’s
ozone layer. If the proposed changes to the GATT
are accepted as formulated, the bans on lead and
CFCs could be challenged by other nations, and
the U.S. may notbe able to prohibit the imports of
cars that use leaded gasoline or spray cans with
CFCs. Individual states’ recyclinglaws could also
be challenged by international traders under such
anew GATT. ' '

In Europe, the experience of “free trade”
within the Common Market has raised similar
problems. When Denmark passed legislation re-
quiring that all beer and soft drinks be sold in
returnable containers, other member states of the
European Community objected. The European
court acknowledged the fact that no restraint of
trade had actually arisen, yetit found Denmark in
breach of its obligations. The Court reasoned that
re-use regulations could be more expensive for
importers than for domestic producers and con-
cluded: “There has to be a balancing of interests
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between the free movement of goods and envi-

ronmental protection, even if in achieving the -
balance the high standard of the protectionsought

has to be reduced.”

For the Third World, import-export deregu-
lation will benefit their corporations who pro-
duce goods primarily for export, not the majority
of theirown people. Thedestructionof rainforests
is a good example. Foreign demand from fast
food restaurant chains for vast amounts of beef
stimulates the clear-cutting of rainforestland and
its conversion to cattle grazing and single crop
export agriculture. Little is grown for local use.
And resources vital for the preservation of global
and local ecological balance are putin ever greater
jeopardy. If Third World countries cannot limit
exports, it will be harder for any government to
remove vulnerable, eroding land out of agricul-
tural production or to curb the destruction of the
forests.

: Perhaps the most universally damaging as-

pect of “free trade” would be the subsequent
lowering of the world’s commodity prices. Cut-
ting world prices puts pressure on natural re-
~ sources in several ways. Farmers are forced to
intensify their production in an attempt to make
up in volume what they lose due to lower prices.
The only quick way to do this is to use more
" agricultural chemicals, to clear more forest and
open up more land. Chemical corporations and
large agricultural machinery manufacturers are
strong supporters of the current U.S. “free trade”
proposals. It would eliminate farmers all over the
world who could notafford their expensive prod-
ucts.

Anadditional threat is thatlowering of com-
modity prices will force underdeveloped coun-
tries to increase their food imports at the expense
of their own self-reliance. A rise in imports re-
quires additional foreign currency in order to pay
for those goods, speeding up the exploitation of
finite resources such as the hardwoods in tropical
rainforests, a ready source of cash.

Global trade also consumes oil and other
natural resources and produces pollution. Expan-
sion of shipping and other transport means in-
creased use of petroleum and other energy re-
sources. Global trade in perishable foods will also
result in the increased use of chemical additives

2.2

and nuclear irradiation to extend the shelf life of
food products.

The proposed changes to the GATT high-
light two opposing major trends in contemporary
economic thought: the ‘green’ trend which calls
for environmental regulation of businesses in or-
der to avert ecological crisis; and the ‘trade liber-
alization’ trend which seeks to open borders for
all trade, including hazardous substances and
technologies, whose long-term detrimental ef-
fects we are only beginning to understand. Such
trade will encourage disastrous, unregulated de-
velopment which undermines both social and
ecological balances. As Steven Shrybman, senior
policy adviserinthe Cabinet Office of the Govern-
ment of Ontario, points out, “the task before us is
to define the relationships between trade and the
environment, and having done so, to develop
trade agreements that will sustain our ecosystem,
rather than destroy it.”

President Bush has split the environmental
movementin the U.S. by convincing some that the
U.S. negotiators can be trusted to take care of
these issues after the agreements are signed. But
other groups remain convinced that the environ-
ment must be an integral part of any trade agree-
ment.

Resources

Martin Khor Interview, Los Angeles Times, July 29,
1991.

“Trading Away the Planet,” Andre Carothersand
Nini Sarmiento, Greenpeace Magazine.
“International Trade: In Search of an Environ-
mental Conscience,” Steven Shrybman, EPA Jour-
nal , July-August 1990.

“Ravaging Resources,” Emily Schwartz, Multina-
tional Monitor.

“Indigenous Peoples and the Marketing of the
Rainforest,” Andrew Gray, The Ecologist, Novem-
ber/December 1990,

“GATT Begins Discussion on Environment and
Trade,” Chakravarthi Raghavan, Third World Eco-
nomics.

“Free Trade - the Earth Can’t Afford It,” Daniel
Stone, Green Consensus, March/April 1991;

and miscellaneous news clippings.
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Gatt issues warning against
environmental imperialism

Gatt says
rainforest

‘services’
should be
paid for

By David Dodwell
in London

INDUSTRIAL countries should
pay countries such as Brazil
and Indonesia for the “carbon
absorption services” provided
by their rainforests, a report
published today argues.

The report on trade and the
environment from the secre-
tariat of the Geneva-based
General Agreement on Tariffs
and Trade (Gatt) says that this
would be more effective in
curbing deforestation than
attempts to ban trade in logs.

The proposal illustrates a

broader concern in the report
that trade measures -
whether tariff walls, export
bans or countervailing duties
~ are seldom effective in tack-
ling environmental problems.

This concern challenges
what Gatt regards as a worry-
.ing tendency - that environ-
mental causes are being used
to cloak protectionist inter-
ests.

The report also criticises
what it sees as self-appointed
arbiters — ranging from gov-
ernments to lobbying groups
- in the industrial world for
threatening trade sanctions
against countries which do not
mirror its environmental pri-
orities.

The report is published four
months ahead of the Rio
“earth summit”, and is
intended to provxde a focus for
what is expected to be a
heated debate on trade and the
environment.

It says that rainforest states
are “effectively exporting, free
of charge, “carbon absorption
services” to the rest of the
world.

Gatt says an export ban on
timber would do nothing to
halt deforestation: log and pro-
cessed timber exports account
for less than 1 per cent of trees
felled in developing countries,
whereas 80 per cent are felled
as fuel for people too poor to
afford other fuels.

It says that 80 per cent of
“greenhouse gas” emissions
come from industrial coun-
tries, “so it is those countries
which should look to solu-
tions, rather than ask lowex-
income countries to provide a
solution.”

It calls for international
agreement on plans to hailt
deforestation, which would
include compensation to coun-
tries that are home' to
rainforests and improved
access to industrial markets
for their exports.

EWARE protectionists

who disguise themselves

in environmentalists’
clothing: beware the tempta-
tion to assume the role of
global erivironmental vigilante:
and don’t forget that a set of
effective environmental protec-
tion laws will always be better
than — and will normally pre-
empt the need for — trade
weapons in defence of the envi-
ronment. )

These siren calls provide a
haunting chorus throughout

the 35-page report on trade and -

the environment published
today by the Geneva-based sec-
retariat to the General Agree-
ment on Tariffs and Trade
(Gatt).

The long-awalted report,
delayed by hectic but so far
fruitless efforts to. complete the

"By David Dodwell,.

World Trade Editor

Uruguay Round of talks on
world trade liberalisation, is
intended to trigger debate in
this controversial area in the
run-up to June’s “earth sum-
mit” in Brazil.

Mr Arthur Dunkel,

these were “not Gatt’s first
words on the subject, nor the
last”. They are nevertheless
expected to shape a debate in

which advocates of free trade’

try to persuade increasingly
militant environmental groups
that free trade is not synony-
mous with providing a licence
to pollute the globe.

Among the points made
most forcefully by the report
are;

® The European Community’s’

fiercely protectionist Common
Agricultural Policy (CAP) is
inflicting serious environmen-
tal damage on the globe.

® Countries with large forest
areas are currently providing
“garbon absorption services”
free of charge. Instead of
imposing trade sanctions on
them for exporting logs, they
should be properly paid for

these carbon absorption ser- :

vices.
@ Countries are not clones of

each other. They have a sover-
eign right to declare different .
environmental priorities and :

policies,

@ Gatt’s'rules and dispute set-

tlement procedures will not
frustrate any country’s efforts

to improve domestic environ- :
. While they :
might frustrate unilateral “vig- -

mental standards.

ilante” action by one country
against another, they provide a

working framework for win- ;

ning multilateral agreement.
® There
between wealth and improved
environmental

improve living standards will
at the same time frustrate
efforts to raise standards of
environmental protection.
@ Tariff walls are no more jus-
tified to protect the competi-
tiveness of companies that
have incurred the cost of meet-
ing strict environmental. stan-
dards than they are to protect
companies that pay more cor-
poration tax, or spend more on

research and development, On -

the contrary, such companies
are likely to become market

leaders as a_result of such ;

investment.

 The report’s fiercest lan-';

guage is reserved for protec-

. tionists in general and US and

European farm policymakers
in particular: “Existing agricul-

. tural protection not only fails
Gatt -
director-general, said yesterday .

to Help the environment, but
almost certainly is an impor-

"tant source of environmental .

degradation,” the report says.
US land set-aside pro-

grammes have prompted farm- -

ers to aim for higher yields on

remaining land, “which almost
involved -

certainly has
increased per-acre use of chem-
icals”. High support prices in
land-scarce countries, backed

lar effect the report argues I_t
notes that countries like
Argentina, Australia and Thai-
land use less than 10 per cent
of the chemical fertiliser per
hectare used by Europe's farm-
ers.

is a close link :

protection. ,
Trade barriers that frustrate :
developmg countries’ ability to

The report accuses “particu-
lar producer groups” of having
succeeded in the past “in
manipulating domestic envi-

- ronmental policies to benefit

themselves at the expense of
both the rest of the economy
and ultimately even the envi-
ronment”, It warns environ:
mental groups to be wary of
efforts by protectionist lobbies
to draw them into “implicit or
explicit alliances”.

The report queries whether
trade measures are ever likely
to be the most effective means
of achieving environmental
improvements. In a clear call
for the Rio summit in June to
gain more multilateral consen-
sus on policies intended to pro-
tect the environment, the
report notes: “If all countries

participated . in all interna-.

tional environmental agree-
ments, there would be nothing
more to add.”

There are repeated warnings
against unilateral action by
governments to export domes-
tic environmental policies ~ a
clear measure of the Gatt's
anxiety over a tendency, par-
ticularly in the US, to resort to
trade weapons to force good
environmental practice on
other countries.

In a reference to a recent

controversial .against a

. US decision to ban imports of
. Mexican yellowfin

tuna
because fishing methods led to
the killing of dolphin that
swim above tuna shoals, the
report recalled:. “A country
may not restrict imports of a
product solely because it origi-
nates in a country whose envi-
ronmental policies are differ-
ent.”

'If allowed, this would create
a loophole allowing any coun-
try “unilaterally to apply trade
restrictions not for the purpose
of enforcing its own laws
within its own jurisdiction, but
to impose the standards set out
in its laws on other countries”.
Such environmental imperial-
ism would be a fast track to
trade chaos and conflict, it

argues.

It is in its defence of a coun-
try’s sovereign right to set its
own environmental priorities
that the Gatt wades into deep-
est controversy: “Countries are
not clones of each other,” it
argues. This lays open the dan-
ger that a country might con-
done poor environmental stan-
dards, encourage the migration
of polluting industries - a

e
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by open debate in muitina- .

tional forums, not by vigilante

action by self-appointed guard- -
ians of self-defined environ-

mental imperatives.

The Gatt accepts that when
pollution does not remain
inside a country’s borders, or
affects the “global commons”
like the ozone layer or defores-
tation, then “inter-governmen-
tal co-operation is likely to be
essential”.
insists that unilateral action
must be resisted, and that the
cost of action should" be
skewed both- towards those
who poliute, and those who
have the ability to pay.

The report is anyway scepti-
cal about the effectiveness of
present trade weapons aimed

at tackling problems like defor-

estation and the uncontrolled
slaughter of elephants to- fuel
the trade in ivory. Sy

A close examinatién of
efforts to restrict the trade in
tropical timber argues that a
ban would do nothing to
reduce deforestation: instead it
proposes that the advanced
industrial countries, whose
carbon dioxide emissions
account for most . global
warming, should compensate.
forested countries for their
“carbon absorption services”.
Non-payment for these services
means a country like Brazil
“has little or no incentive to
take such services into account
in deciding on the optimal
management of its forest
resource”.

While the Gatt is not so
brash as to claim that free
trade provides a panacea for
solving environmental prob-
lems, it contests the view that
liberal trade is a villainous
contributor to degradation:
“Conceivably, an expansion of
trade could produce negative
environmental effects so. large
that they outweigh the conven-
tional benefits from open mar-

It nevertheless -

kets (increased s isation,
more competition and so
- forth). :
“However, this is possible
only if a country lacks a
domestic environmental policy
that reflects its environmental
values and priorities,” the
report argues. Also, failure to
place a proper value on envi-
ronmental resources would
- undermine sustainable devel-
opment even in a completely
ciosed economy, it says. Trade
could be no more than a “mag-
nifier”.
" Much more likely, expanded
trade will lead to greater
wealth and a diffusion of tech-
nology — both of which
enhance-a society’s’ ability to
protect and upgrade its envi-
. ronment. The principal chal-
lenge, it concludes, is to exploit
those .ways in-which open
international‘trade ¥Ycan con-
tribute, in conjunction with .
appropriate national environ-
mental palicies, to the -
improvement, and protection of
the environment”.
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. Trade and the

environment

WITH THE environment a
high international priority,
trade policies can be no more
exempt from environmentalist
scrutiny than any others. But
the dangers of that scrutiny
must not be ignored. Well-
meaning environmentalists
could find themselves in an
unholy alliance with hypocriti-
cal protectionist lobbies. The
outcome would not only be
slower growth than is desir-
able, but postponement of the
day when governments forge
the needed global consensus on
environmental policy.

The Secretariat of the Gen-
eral Agreement on Tariffs and
Trade has today published a
report on trade and the envi-
ronment intended to limit the
potential damage. Its fear is
that environmentalist pressure
to bar exports from countries
that do not meet what are
deemed suitable environmental
standards, or to restrain
imports that are not made in
environmentally suitable ways,
would play into the hands of
domestic protectionist lobbies.

The secretariat argues per-
suasively that trade weapons
— be they tariff walls, trade
bans, or countervailing duties
— can rarely be more than pal-
liatives for the problems that

concern environmentalists. .

Worse, where such measures
are not being exploited by:
industries anxious to fend off
foreign competition, they are
being used by rich countries to
force weaker ones to mirror
their policies.

~ The use of trade sanctions
for environmental reasons is

. bound to alienate develdping

countries. Furthermore, the
imposition of environmental
standards can be an unjustifia-
ble intrusion into the right of
countries to set their own pri-
orities. Countries are not
clones of each other. Their
environmental priorities may
differ for valid reasons.

Multilateral action

Where such policies result in
degradation of a country’s
domestic environment, without
international or global spill-
overs, two options remain. One
is to leave the country to wal-
low in its blighted policies,
until it discovers the error of
its way. The other is to galvan-
ise muitilateral action. A paral-
lel would be international
agreement to impose sanctions
on South Africa. Naturalily,
such action would have to be
exceptional to be acceptable.

Where policies have a spill-

over effect on to nearby coun-
tries — like acid rain or river
pollution — or, worse still,
where they threaten the
“global commons”, like the
ozone layer or the world’s for-
ests, international action
becomes necessary. But even
then trade sanctions would
rarely be the “first best” strat-
egy. Unilateral “vigilante”
action is likely to be self-de-
feating. Multilateral agreement
would be far better.

Vast bulk

Above all, the cost of repair-
ing the environment ought to
fall on those responsible for

the lion’s share of the environ-

mental damage, who are alse
those with the wealth and the
technology to deal with it.
Industrial countries* should
remember, as they preach the
“environmentally correct” path
to developing countries, that
they have no claim to the
moral high ground. They, not
the poor, are responsible for
the vast bulk of the world’s
pollution, especially for those
problems — global warming
and damage to the ozone layer
— with worldwide effects.

Since there is a link between
rising incomes per head and
enhanced environmental stan-
dards, the rich industrial coun-
Aries should also adopt policies
that will accelerate economic
growth among developing
countries, Claims of European
and American companies for
compensation for the costs
incurred in cleaning up their
manufacturing processes, and
for protection against Third
World manufacturers who gain
comparative advantage by
maintaining cheaper, but
dirtier technologies, must_also
be rejected. Those differences
in preferences are sources of
comparative advantage. Com-
pensation is no more appropri-
ate than it would be for differ-
ent tax rates, salary levels,
land costs and so on. -

The secretariat is convinced
that the Gatt is ill-suited to set-
tiement of genuine environ-
mental problems or disputes.
Its report, published just four
months ahead of the Rio
“Earth Summit”, is intended to
press the case for a multilat-
eral agreement on environmen-
tal policies, instead. The envi-
ronment is important. But this
concern should not be allowed
to pollute the course of world
trade, so denying those who
are poor the opportunity to
enjoy what the rich take for
granted.

—_— e
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Commentary

PERSPECTIVE ON FREE TRADE

Who’s Afraid of Mexican Trade"

Bush can have the job-creating
pact quickly if he’ll take a
more vigorous approach to
environmental protections.

By BRUCE BABBITT
and RON WYDEN

he outline of a North American .
free-trade agreement that could

be consummated this year is at
hand. Negotiators from the United
States, Mexico and Canada are about to
exchange their first drafts. But growing
support for protectionism may spook the
President from pushing the agreement
in an election year.

It need not be such a gamble. It’s still
possible to write an agreement that
would promote job growth and improve
the environment more satisfactorily
than the quick fixes proposed so far in
Washington. _

Exports have driven our economic
growth in recent years, and without
stronger links to the global economy, we
will find it difficult to compete with
regional trading blocs in Asia and ‘Eu- -
rope—regardless of tax cuts or Japanese
trade concessions.

A successful North American free-
trade agreement would immediately ex-
pand U.S. access to Mexico, a rapidly
growing market. The unilateral reforms
that Mexico has undertaken since joining
the General Agreement on Tariffs and
Trade in 1986 have triggered an invest- -
ment boom and energized Mexican en-
trepreneurs. They now have the money
to buy American heavy équipment, such
as trucks, tractors and earth movers,
high-technology products, environmen-
tal cleanup services and products, fin-
ished paper products and agricultural
products, including wheat, fruit, nuts
and potatoes.

In addition, a free-trade agreement
would enable all North American com-
panies to develop the kind of regional

links that help make German and Japa- -

nese competitars so formidable. The old

~model of huge, integrated, monolithic

companies launching exports from a sin-
gle national base no longer reflects reali-
ty. Most production now comes from what
Harvard Prof. Robert Reich calls a “web”
of trade and investment flows, in which
products and services aré created out of

flexible, ever-shifting combinations of-

joint ventures, target-specific . alliances
and specialized service providers,
European and Asian companies have
already spun such webs in their regions.
North American companies should have
similar opportunities.
But to be successful, a North Ameri-

can free-trade “web” must include ex-
plicit provisions to protect the environ- -

ment and public health. Without such
rules, free-trade pressures would induce
companies to cut short-term costs by

skirting laws intended to protect health .
and the environment. And without such'
protections, long-term economic growth.

could not be sustained, because business
can’t operate with a work force suffering

' the effects of air and water pollution. -
This question of negotiating environ-

mental protections has polarized politi-
cal debate on the free-trade agreement.
From the outset, the Bush Administra-

‘The thinking of the
Administration is that free
trade and environmental
protection are not related.’

A :
tion has seemeéd to favor an approach

" that pushes Mexico hard for concessions
on intellectual property and investment

rules; but backs off when it comes to
clean water, clean air and safe food. -
There has been serious opposition in
some quarters to almost any treaty that
would expose the U.S. economy to
additional competition, even though re-
fusing . free trade with Mexico would

sacrifice economic growth and leave’
major existing environmental problems’
to fester untreated. i

The key votes in Congress, however,
seem to be held by a group that falls in
neither camp. These pro-trade Demo-
crats and pro-environment Republicans
suggest another path: Negotiate a job-
creating trade agreement but include
the cleanup of poliution along the U.S.-
Mexico border and- require that new

mvestment in- Mexico pay. up front for
basic environmental protectlon infra-
structure.

This swing group of pollcy makers‘

wants an env1ronmental protection pro-
gram built around strong rules, adequate
resources and tough enforcement.

Serious "envirorimental protection ..

would require rulés: to. ensure high
standards on both sides of the border,

with the costs bdsed on the polluter -

pays’ principle.

Serious env1ronmental protectlon‘

would provide for: a- binational bond

program to raise the $5 billion to

$9 billion needed to clean up existing

‘pollution along the border and a small -
‘levy on new investment to be set aside

for future environmental protection.
‘Serious environmental protection
would include a mandatory enforcement
program, based on a binational enforce-
ment agency that would be supported by

a provision to allow citizens of either -

country . access to .the other’s legal
systems.

. The current thinking of the Adminis-
tration, unfortunately, is that free trade
and environmental protection are not
related and should not be linked. It has
asked for less money to protect the
border environment than Mexico plans

‘to spend, even though the U.S. economy

is 25 times larger than Mexico's. It

maintains that free trade will provide:

resources for environmental protection,
but will not say when such .resources
might be available nor commit to actual-
1y spending them on the énvironment.

In fact, the Administration’s central

“"position is that it will be enough to rely

on voluntary agreements with Mexico

~ and voluntary compliance by the very

businesses that created the environ-

mental problems in the first place. It has

said only that it will conduct additional
regulatory enforcement “as appropri-
ate” —whatever that means.

" A North American free-trade agree-

" ment built around the principles we

advocate would bring this country more
jobs and a cleaner environment. Unlike
the short-term tax breaks and subsidy
programs being bandied about Wash-

- ington, it would help generate prosperi-

ty—even after the election.

Bruce Babbitt, former governor of Ari-
zona, is president of the League of -
Conservation Voters. Ron Wyden (D- °

Ore.) is a member of the House subcom-

mittee on health and the environment. .?.{
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That’s progress — for big business

No doubt about it. A Free
Trade Agreement with Mexico
~will be our bridge to progress,
our competitive edge. -
 Yessirree, Gov. Pete Wil-
son says, ‘“The more cross-bor-
der economic activity we can
generate between California
and Mexico, the more wealth,
the more jobs, the more busi-
ness opportunities we can cre-
ate on both sides of the bor-
der.”
A dream come true for a

ea.triz |

hurt and humiliated economy.
- . But don’t get your hopes
He" nandez up. A free trade pact between

the United States and Mexico
is just being negotiated And Republican congressmen
are- trying to sidetrack it until after the presidential
elections. An FTA presents ticklish issues voters
shouldn’t be too concerned with in an election year.

The FTA would eliminate the tariffs businesses
pay at the border to get their goods across. It would
also give each country a chance to complement.each
other. Mexico needs rich consumers for its products
_ and U.S. dollar investments in its economy. And the
United States needs cheap labor.

The elimination of tariffs will nge U.S. businesses

an itch to run south.

With an FTA, there will be no stopping modernity
and progress from visiting our doorstep. Which means,
of course, that we — on both sides of the border — must
do away with things of the past. -

Mexico’s President Carlitos Salinas de Gortarl is
racing to modernize the Mexican economy before a

Free Trade Agreement is signed. No society can be
modern without electricity, so he’s making dams.

One of these, the one planned for a town 50 miles
from Acapulco, would flood the lands of more than
30,000 Nahua Indians who have lived in the region for
more than 700 years. That done, it will wash away the
Palace of the Jaguars, the oldest city in North Ameri-
ca. - o
The tombs and the cave paintings of the ancients

will be drowned, their platforms and plazas interred
under tons of progress.
Hey, I know, the Olmecs should have been buried a
long time ago. Dios mio, they didn’t even know they
- would be known as mother civilization of America
when they built that city around 1300 B.C.

2l

Mexican campesinos, the men and women with

sombreros who till little parcels of land throughout

Mexico, will also be a thing of the past. So too what they
eat: beans and corn, the very staples that define Mexi-
cans to themselves.

US. and Mexican agribusiness will roll in w:th
their efficiency, their money, and very little need for
workers, to plant the more profitable broccoli, flowers
and strawberries for export to the United States.

Yep, 15 million campesinos are shaking. One shoe
fell with Salinas’ recent decree that their land be avail-
able to private interests. The land had been their exclu-

" sive domain, won over with the 1910 revolution. The

other shoe will fall with the FTA, when agribusiness
descends on their fertile valleys

Fifteen million campesinos, a fifth of the Mexican
population, will flood the cities and wash away a past
when Mexico City had only 20 million people and the
Los Angeles elementary school system was only 63
percent Latino.

Oh, but I'm touching on the “I” word, Spanish for
ay ay ay: IMMIGRATION. Those ticklish immigration
issues are being evaded because the borders will be
opened for business, not for people.

But you never know. It might be history when tens
of millions of American workers punched the clock
within their national borders, especially if they’re in
electronics, automotive, steel and textile work. These
industries are itching for a free trade pact to run for

. the border, where they can get a day’s work for $3.

Also washed away will be the notion that free trade is a
win-win situation. Canada lost out after its FTA with
the United States went into effect in 1989. Cananda’s
companies fled to the United States where social bene-
fits aren’t so varied, and prices and taxes so high.

If that points out the future, U.S. companies will
choose Mexico over the United States. ’

So Mexico turns out the winner? Not for the cam-
pesinos, or for the Mexican industrial workers — they
can’t make a living on $3 a day. Nor for Mexican small
business that can’t compete with U.S. goods. So we
must win because of the cheap labor. Did Green Giant
lower its prices after replacing 400 Watsonville work-
ers with ones at Irapuato. Guanajuato, last year? Not a
penny.

That’s progress — for big business.

A Free Trade Agreement won’t be great for just
plain folks. The good of the people and their history, it
seems, will be a thing of the past.

Beatriz Hernandez’ column appears on Tuesdays.
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Action

Alet #66

RAN is joining the efforts of environmental, consumer and
labor groups from around the world to stop a proposed
international trade agreement that could radically undermine
U.S. and international environmental policies. Over 100
countries are now preparing to sign the General Agreement on
Tariffs and Trade, or GATT (see Alert 63), which could
grossly accelerate rainforest destruction. Several fundamen-
tally flawed measures designed to deregulate the trade of

" thousands of items (particularly timber) will subvert efforts to

encourage sustainable development and expand massive
agricultural production into tropical rainforests.

- GATT, which regulates over 90% of world trade, was
established after WWII to gradually remove barriers that
impede global trade through rounds of negotiations every few
years. Yet the GATT is still unprepared to assess the environ-
mental implications of several newly introduced trade laws.

By liberalizing rules in the trade of agricuitural and
tropical products, plus a host of other industries whose
deregulation will subvert conservation measures, the present
Uruguay Round will systematically change the global
economy and increase environmental destruction in a number
of areas. o "

» A fundamental rule of the new agreement will prevent
any country from discriminating against the products of an-
other country for their “method of production.” According to
GATT rules, the method in which things are produced, regard-
less of their ecological impact, can neither be encouraged nor
discouraged because such measures will act as barriers to free
trade. If approved this will force nations to open their markets
to everything from unsustainably harvested timber to produce
grown with 50 times the EPA’s acceptable level of DDT. This
will undermine efforts to establish ecologically sustainable
development, the purpose of the Earth Summit to be held in
Rio de Janeiro in June 1992, where heads of state will gather
to sign agreements to protect our planet.

November

1991

*  The proposed agreement also seeks to eliminate agricul-
tural subsidies worldwide. This will intensify global competi-
tion for agricultural output, forcing countries like Brazil,
Indonesia and Malaysia to use more land to increase export
production so they can compete with falling prices. By
causing farmers to expand their crops into tropical rainforests,
millions of landless peasants will be further displaced into
primary forest, slashing and burning for subsistence farming, a
major cause of tropical deforestation.

+  GATT throws a blanket of disapproval on any restriction
of natural resource-based products, even if the intention is to
protect endangered species. The Philippines and Indonesia,
who have implemented bans on the export of whole logs
intended to slow rainforest destruction, will have these
measures overturned under the new GATT rules.

»  Another agricultural proposal is to open U.S. and other
countries’ borders to unlimited imports of beef, sugar and

other products often grown on cleared rainforest. Any further

opening for beef will encourage more grazing and cropping.

The negotiation of trade agreements are kept out of the
public eye by the President’s “fast-track authority” to limit
public debate. Fast-track authority is a power granted to the
President that allows him to present Congress a trade agree-
ment which they have no power to amend.

GATT formed a Working Group to address environmen-
tal issues in 1972, but it has yet to convene and the process is
now viewed as “too far along” to consider environmental
matters. As the GATT is currently proposed, the agenda of
multinational corporations takes priority over environmental
and consumer-safety. Meanwhile, the mainstream press
continues to ignore the controversy, reporting only the
business news of the negotiations.

What You Can Do

Please write to George Bush and say that any trade agreement
must encourage rainforest conservation.

The White House, 1600 Pennsylvania Ave.
Washington D.C., 20500

Dear President Bush,

When considering GATT, your primary concern needs to be the
health of our planet, especially endangered tropical rainforests.
Removing the measures that encourage sustainable forestry will
exacerbate the loss of habitat for millions of plants, animals and
indigenous peoples. I oppose any final agreement that threatens
rainforests.

Source: Draft Final Act Embodying the Results of the
Uruguay Round of Multilateral Trade Negotiations, GATT
Secretariat UR-90-0834/Dec. 3, 1990.

Rainforest Action Network « 301 Broadway, Suite A » San Francisco, CA 94133 USA ¢ (415) 398-4404 « Printed on Recycled Paper
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Free-Trade Talks Ralse Questions That Alarm Enwronmentahsts

[ Commerce. Activists are concerned
that the byproducts of such an agreement
could be filthy air, foul water and toxic
contamination. '

By KAREN TUMULTY
TIMES STAF+ WRITER

ASHINGTON— Are filthy air, foul water and
rampant toxic contamination the inevitable
wywroducts of free trade?

Or do iower trade barriers offer people in poorer
countries Lhcir best hope of ever being able to better

- their economic standard of living without destroying
their envirorments?

The ongoing talks toward a free-trade agreement
with Mexico mark the first time such questions have
made their way to the political fore in international
trade negotiations,

Even manv who were active in the environmental

movement admit they were slow to pick up on the link-

between trade and the environment.

“This is a new issue for us,” Sierra Club Chairman
Michael McCloskey said. “But the more we got into it,
the more alarmed we became, and the more we came
to see there were nrafound implications.”

Now, environmentalists are saying they hope to
make the North A.nerican Free-Trade Agreement with
Mexico and Canada a model for “sustainable develop-

- ment,” which is the idea of channeling economic
growth so the world’s poorer countries can take

advantage of economic growth to improve their

citizens’ lives without wrecking the air, land and water.

But in the five months since some environmental

. groups went to President Bush’s aid in his hard-fought

battle for congressional authority to begin' the talks,

political tensions have been building. Without at least

- some support from environmentalists, the Administra-

tion will find it far more difficult to win final approval
of any trade package it presents on Capitol Hill.

Although the President has vowed that the free-
trade agreement will improve rather than harm the
quality of the environment, activists say they are
}mimpressed with the progress they have seen thus

ar.

One of the few concrete proposals to emerge to
date—a draft of the U.S. and Mexican governments’
much-touted - border environmental plan—“is a big
disappointment ali around,” said Justin Ward, senior
resource specialist for the Natural Resources Defense
Council, an organization that has supported the talks.

Technically, that document is not directly connected
to, the free-trade talks, but is widely viewed as an

_indicator .of how seriously the Administration is
weighing the environment as a factor in the negoti-
ations. )

Activists say the plan was little more than a
description of problems and the programs under way.
It contains no new initiatives of funding commitments.
“It’s a document of shoulds, coulds, woulds and
maybes,” said Alex Hittle of Friends of the Earth.
“There are no real teeth init.”
 Indeeq, even as William K. Reilly, U.S. Environ-
"mental Protection Agency administrator, was unveil-
ing the border plan draft in August, three groups—
" Friends of the Karth, Sierra Club and Public Citizen—
were announcing a lawsuit against the U.S. trade
represemaﬁve s office over its refusal to file an
environmental impact statement with regard to the
trade talks.
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GROWTH / DECLINE IN STATE EXPORTS

Below are the top 10 states 1n termsof exports to Mexico, ranked by dollar value of
exports in 1990. Chart also tracks growth or decline in those states” o Xports since 1987.

IMPORTS AND EXPORTS BETWEEN U.S. AND MEXICO

Trade between the United States and Mexico hus alziost
doubled since 1986, reaching more than $58 billion ir 1990.

In billions of dofiars
I

Puconugu Chiistags,

State 1987 i 1969 9%
Toxns $6.465123 $9.334020 $11.010.627 $13.287./16 1055
Galtornia . 2,257,263  3,244766  4,172918 4,670,518 i 16Cy
Michigen  1.007.870 1317396  1.720,558  1.432,088 |  .iv
Nilnots 218373 444466 569,203 880814 2164
Arizona 644,677 761,786 759,494 650,613 3:.9°
NewYork 512,368 821931 834,284 801209 l 56.4
Lovialana 377426 536140 671,019 135,554 S0
Pomneytvania - 1B1128 331,393 474,687 582,604 2217
Florida 218998 32636 424,199 494,089 i 1256
ople’ . .-, .. ~245232 " 384831 - i0484,084.:0: 444,800, ). 813

PERCENT OF STATES' EXPORTS GOING TO MEXICO
Here are the &ercemagee of those loT 10 states’ exports
exic

that went to 0 each ycur since

State 1987 1988 1989 1990
Texas 25.5% 27.0% 289%  321%
Califorsla S6.6% 5~ 88N Ta% - 808
Michigsn 6.0% 6.3% 81% 6.8%
ittincte . 3.2% 3.9% 4.3% .5, 6%
Arizona 21.5% 21.5% 18.7%  17.8%
New York 2.6% L3a% ., 3a% . 2.6%
Louislana . 2.8% 3.6%
Pepnsytvanla = 3.0% ;. .4.3%
Florida 2,1% 2.4% .
Ohio 24%° 1 8.4% L1 35% . TR

Sources: Massachusetts Institule tor Soc-ul & Econonuc Resgarch
and Maxcan Empassy, Washinglon

The Jusuee Depamnem. insists that no such state-
ment is needed because the trade talks are not covered
by the National Environmental Protection Act. That
act mandates that federal agencies file voluminous
impact stastements whenever they undertake actions

;that coulc rignificantly affect the quahty of the
“environment

The closest the government came w an environ-
mental impact statement is a 199-page draft review of
the environmental effects of the trade agreement,

: released last month by the EPA and the trade

representative’s office. It asserted that, in the worst
case, the trade pact might worsen annual industrial
growth along the border by a mere 1% or 2%. But it
put far more emphasis on the beneficial effects that
free trade might have.

"Ward conceded that it is “difficult at this stage to
fully elaborate all the alternatives.” But he complained
that the review was little more than “a long version of
the argument that the Administration has made all
along.”

“What is missing,” he said, “is any credible
explanation of the kinds of programs that will be
instituted in the area of funding and the area of
regulatory enforcement to make sure that becomes a
reality.”

“We want alternatives,” said Hittle, of Friends of
the Earth. He said that if the free-trade agreement is
certain to increase truck traffic along the border, the
review should spell out options for reducing air

T
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pbllution, such as building more railroads or tightening -

air pollution standards.

Meanwhile, Administration officials contend that
some opponents of the free-trade talks are using the
environmental issue as a politically popular cover for
their real concern, which is a fear of losing high-pay-
ing union jobs if industry moves south.

“For many people, [the environment) is merely a

red herring and it always has been,” says one source

close to the talks. “The reality of it is that congress-
men in M:chxgan dont [care] about the border
environment.”

Both sides agree that the most delicate negotiations
will be over the issue of reconciling the two nations’
vastly different standards for protecting the environ-
ment.

Administration officials insist that the United States
will try to make sure that a free-trade agreement does
not set off a stampede of U.S. businesses moving to
Mexico to duck this country’s stricter regulations:

However, they sav that environmental arguments will
not become a cover for economic concerns such as the
prospect of lost jobs.

This means that U.S. negotiators want to make sure
that Mexican farmers are not-allowed to use pesticides
banned in the United States on products they plan to
ship to Lhis country.

But they da not want to venture into less clear-cut
areas—requiring, for example, that furniture makers
along the California-Mexico border be required to
operate within California’s air-pollution restrictions,
which are higher—and costlier to meet—than U.S.
federal standards. Otherwise, they say, the.number of
furniture makers moving out of the Los Angeles Basin
will accelerate.

To go in that direction, one U.S. offnclal said, would
be “to fight the issue on competitiveness grounds. . .
We're trymsr to stick strictly to the environmental

issues.’

In virtually every speech he makes on free trade,
President Bush touts it as Mexico’s best environmental
hope. Although Mexican President Carlos Salinas de
Gortari has taken some important steps, including
passage of strict laws, the country lacks the resources
to adequately enforce its regulations, Bush argues.

“Poverty and environmental improvement do not
coexist,” said EPA’'s Reilly.

Bush pledged last May that environmental issues
would play « imiajor role in shaping the final agreement
with Mexico and Canada Specifically, the President
promised:

oTo build on existing programs under way between.

the two governments, such as the recently released
border environmental plan that would “parallel and
compiement” the free-trade agreement.

oTo increase environmentalists’ input by appointing
their representaiives to several influential advisory
panels, which already include members from business
and labor. :

oTo produce a separate review of the potential

environmental consequences of a free-trade agree-
ment.

oTo assure that the agreement will not allow the
weakening of existing U.S. health and environmental
laws, including standards governing pesticides. energy
conservation and toxic waste.

Some environmentalists hailed the President’s com-
mitments as a turning point. “From now on, free trade
pacts are inherently statements of environmental
policy,” National Wildlife Federation President Jay D.
Hair wrote in a New York Times Op-Ed article. -

“Mr. Bush has adopted this concept. His embrace is
tentative, but that is less important than the precedent
he has set,” Hair said. “He has made the commitment
that for the first time in free-trade history, an
environmerital review will be part of the negotiations.”

A number of other groups sided with the Nationa!
Wildlife Federation: The Administration had earned
the benefit of their doubt.

Other environmentalists disagreed, and some of that
friction lingers. “We were disappointed that other
groups came to see it differently,” said the Sierra .
Club’s McCloskey, whose organization has been criti-
cal of the free-trade talks. “As they study it further, 1
think they will come to regret that position.”

_ With the environmental lobby split, Bush was able to
overcome a formidable coalition of labor. agricultural
and consumer groups to win congressional authoriz: -
tion—the so-called “fast track™ vote—that made t
possible to begin the trade talks in earnest in July.

“In political terms, it was very important that the
environmental movement not be perceived as a
monolith against us,” one of the Administration’s
leading trade negotiators recalled, speaking on the

‘condition that he not be identified. .

But if Bush wants to build on that support,
environmental groups say, the time for mere rhetoric
is quickly passing. “At this point,” the NRDC's Ward
said, “things have to translate into serious and
concrete action to clean up existing problems, as well
a8 prevent new ones from occurring.”

2.1
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Firms Find a Haven From
U.S. Environmental Rules

m Commerce: Hundreds of companies set up shop in
Mexico, where regulation is less strict and wages are low.

LA TiMgs Moy ig 177

By JUDY PASTERNAK
TIMES STAFF WRITER

TIJUANA—It’s not easy to
make the trip every week. But for
David Finegood, 71, it's well worth

four-part series

the trouble to drive three hours
from Los Angeles and pass through
a border checkpoint from the First
World to the Third.

His destination is his furniture
factory on the southeast end of
town, the replacement for plants
he closed in Compton and Carson
within the last 20 months. He
employs 600 people, the same
number he laid off in the United
States.

Wages are much lower here—
about 13% of U.S. pay. There is
virtually no workers’ compensa-
tion expense. Best of all, in Fine-
good’s -mind, he no longer must
deal with the constant intrusions of
air quality inspectors, emissions
monitors, lawyers and ever-strict-
er rules, rules, rules.

In the United States, his compa-
ny paid tens of thousands of dollars
in environmental fines and penal-

ties in only two years. Lawsuits
blamed his operations for incidents
ranging from sawdust lodged in
someone’s eye to the spontaneous
combustion of solvent-soaked rags
that forced the evacuation of 2,000
people.

Looming restrictions on pollut-
. ing paints and varnishes promised
to be more costly. So Finegood
decided to go. “We're not trying to
evade anything,” he said. “We're
trying to live with reality.”

oZ./0

_ Reality these days is Muebles
Fino Buenos, a literal translation of
Fine Good Furniture. In many
‘ways, it is the embodiment of
‘environmental fears about a pend-
‘ing free-trade pact between the
:United States and Mexico. Envi-
‘ronmental activists say they be-
'lieve that a free-trade pact will
icreate a Mexican haven for many
‘companies with tainted records in
the United States and a desire to
lower the costs of controlling con-
-tamination. :

" The Tijuana incarnation of Fine-
‘good'’s factories appears to abide by
‘Mexican laws, or at least follow
‘practices accepted by the govern-
‘'ment. This is more than most
U.S.-owned companies here can
-claim, regulators on both sides of
‘the border say.

- Yet, even Muebles Fino Buenos
‘pollutes more than the two U.S.
‘plants did. Gases pour from the
stacks for longer hours. Shifting
winds carry the sharp tang of
:solvents to surrounding homes. “It
lmakes me dizzy and my throat is
:sore,” said Elodia Montano, a 50-
‘year-old mother who lives near
:the plant’s front gate.

;Diesel trucks spew smog-form-
. ing exhaust during long-
.distance trips to a warehouse that
'was close to the U.S. plants. The
:Tijuana factory’s jobs are part of
the attraction fueling the city’s
-explosive growth, outpacing the
‘government’s ability to treat sew-
.age or provide drinking water.

The experience of Muebles Fino
.Buenos underscores the vagueness
‘of Mexico’s environmental rules;
{he regulators’ lack of resources,
ithe shortage of precise information
-about conditions here and the
‘many years it will take, even for a
:government intent on change, to
:clean up the crisis. .
© One company may not have
.much impact, but there are nearly
:2,000 foreign-owned firms, known
1as maquiladoras, allowed in Mexico
‘under special trade rules since
‘1965. Thé largest concentration,
,about 530, is in Tijuana. Cumula-
.tively, the industries have signifi-
,cantly fouled the water, air and
‘soil.

Finegood is a transplanted Cana-
dian, but his Los Angeles roots go
deep. The Saskatchewan native
started manufacturing furniture in
Bell in 1956 as an employer of 10.
By the mid-1980s, he had a staff of
700 making tables in Carson, bed-
room sets in Compton and working
ini his distribution center.

-- Environmental awareness also
had grown, and for Finegood that
meant trouble. Though he invested
in new technology, his companies
started showing up in the violation
logs of the South Coast Air Quality
Management District.
.+ The Compton factory exceeded
solvent emissions limits in 1988;
AQMD agreed to accept an out-of -
Court settlement of $17,500. The
Carson plant paid $400 for sending
gut too much sawdust in 1988 and
$1,000 in 1990 because neighbors
complained about odors and dust.
The inspectors “couldn’t find an
odor themselves,” Finegood said,
still softly seething, “but they
called us a public nuisance.”
.~ In May, 1989, a waste hauler
picked up a load from the Carson
factory and headed for a hazardous
materials dump in Santa Barbara
County. In the Ventura County
town of Fillmore, the driver pulled
over for a nap. A sheriff’s deputy
woke him, saying, “your truck’s on
ire.”
.+ Fear of toxic smoke led authori-
ties to evacuate 2,000 people, more
than 10% of Fillmore’s residents,
for about five hours. Prosecutors
charged Finegood's firm with im-
properly preparing and marking
the solvent-soaked rags in the
drums, which made it more diffi-
cult for the hauler to take precau-
tons and for firefighters to battle
the flames. After a no-contest plea,
the penalty was $2,350 plus $10,730
for cleanup costs.

¥; Documents show that plant!
manager Tom Pliner told investi-:
gators that the company had called.

the Fire Department two years
earlier because a drum full of rags
spontaneously burst into flames
inside the Compton plant. A forklift
driver told authorities that another
drum had started smoking three
days before the incident in Fili-
more. In April, 1990, nearly a year
after the truck fire, a state health
inspector cited Finegood’s Carson
operation because drums of waste
at the factory still bore none of the
identifying details required by law.

More problems lay ahead. The
AQMD had passed a rule requiring
furniture makers to cut down poi-
lution by switching from solvent.-
based coatings to water-based
coatings—Ilikely to be more expen-
sive—by 1996.

“We could see what was com-
ing,” Finegood said. “It was not
economically possible.”

He knew that other furniture
companies were leaving the area.
Indeed, a UCLA survey shows that
15% of the furniture industry’s
work force departed Southern Cal-
ifornia between 1987 and 1989,
when the AQMD coating measure
was passed.

Finegood wanted to stay near his
customers in the West. But he did
not want to risk going to another
part of the United States that
might follow the AQMD’s lead. San
Diego, for example, also is restrict-
ing use of solvent-based coatings.

The Compton plant closed in
February, 1990. The Carson opera-
tion shut down last March.

Pliner transferred to a rambling
new building in the heart of La
Cienega, a working-class district
here. Employees can get clean in

the company shower room and

healthy at the company doctor's
office. For 75 cents, they can buy
lunch, with unlimited tortillas, in
the company cafeteria.

On Fridays, a guard rolls a cart
onto the factory floor with individ-
ual cash-stuffed envelopes con-
taining an average wage of $43 a
week. E

A block away, Montano’s symp-
toms ebb and flow with the breez-
es. In 25 years, she has watched the
site at the end of Calle Primera
change from a wheat field to a
cement mixing facility, then the
maquiladora. Until production
geared up and odors started seep-
ing out, she had no health prob-
lems, she said. She recovers a few
hours after the fumes recede.

In the opposite direction, on a
rise overlooking the back of the
plant, Daniel Saavedra and seven
relatives rarely venture out of
their cramped quarters. Their
home’s walls blunt the olfactory
assault of “tiner”—paint thinner—
the Lutheran pastor said. “From 8
to 4, we smell it all day long.”

Below, by the factory wall, lies a
onetime elementary. school. For
years, church volunteers from the
United States have leased the
building as a campsite, sleeping in
bedrolls on the floors. This past
summer, for the first time, many
suffered headaches and nausea.
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On Texas Border Outlook for A1r Quahty Is Murky

By J. MICHAEL KENNEDY

TIMES STAFF WRITER

EL PASO—
clunker factor.

The cars are old here, twice as
old as the U.S. average, and that is
part of the story of the air. Car
dealers go to places like Phoenix
and Dallas and Albuquerque to buy
junkers and bring them back to El
Paso.

The people who live here—the
poorest large city in the nation—
buy those cars. And when they
have used them up, the next stop is
across the border in Juarez, where
the emission-control devices are
often discarded. The cars wheeze
along until they die. So the air is
fouled even more.

And then there are the people,
mostly on the Mexican side, who
have no heaters or electricity but
have to keep their children warm.

So they burn fires, thousands of

There is first the

The environmental
 Costs ofa *
>, U.S.-Mexico pact
% mLastina
%% four-part series

them, that send plumes of smoke
into the air. They burn wood or
cardboard or anything else to gen-
erate heat. Even old railroad ties.
Bach day, trucks filed with card-
koardrand other burnable materials
Bead south on El Paso’s Paisano
Prive toward Juarez. American
téash i used to heat Mexican
homes.
=. The city’s dumps regularly catch
fire, sending up more black smoke.
In winter, the air often is so thick
with smoke and grit that it is
difficult to see the basin in which
EI Paso sits from the surrounding
mountains.
- The small brick factories of Jua-
rez, hundreds of them, burn things
tike old rubber tires to bake their
avares. And that smoke drifts over
{o El Paso. So does the dirt kicked
tp on the miles of dirt roads in
duarez.
+ Finally, there are the maquile-
, the factories that have oper-
ated along the border for twc
Uecades, taking advantage of cheap
Mexican labor. The monitoring of
what they put into the air and the
ground has been insignificant for
Qack of funding on the Mexican
side.

-3 Putall that together and it adds

1p to an Armcrican city that rivals
Los Angeles and New York in air
fuality problems. And then include
another factor: the North Ameri-
can Free-Trade Agreement.

hings are going to-change even
more along the border if the
free-trade agreement goes into ef-
ect. More businesses are expected
:}o move here and set up shop. That
Imeans more cars and people and
those open fires in the El Paso
Basin, where the Juarez and
‘Franklin mountains keep the pol-
'Tutnon from dispersing.

It also means more trucks wait-
mg to cross the border, engines
-idling for hours. This:in a city
Where polluted air has already
been cited by the U.S. Environ-
inental Protection Agency as pos-
ing a health risk to the people who
live here. Indeed, the El Paso area
exceeded federal pollution stand-
firds for carbon monoxide, ozone
fnd inhalable dust 15 days last

ear, earning it a “serious” rating
rom the EPA.

» There are other places along the

rder with air quality problems.
The EPA has said that improving
}n‘ quality in the Tijuana-San Die-

0 arez and the Mexicali-Imperial
Eount.y corridor need to be given
priority status as the United States
and Mexico work to clean up the

> bnvironment along the border.

Pollution has even affected some of
the most pnstme areas along the
border. The spectacular Big Bend
National Park of West Texas is;
often veiled in a haze blown in
from Monterrey, hundreds of miles
to the south.

But nowhere is air quality worse
than in El Paso and in Juarez,
where 240 maquiladoras employ
185,000 people. The possibility of
an increase in air pollution after
free trade is causing concern
ameng city officials and environ-
mentalists who have watched the

“continued fouling of El Paso’s air

There is little argument that

many companies relocating to
Mexico do so because of strict
environmental controls on the U.S.
side of the border. For instance, the
General Accounting Office, Con-
gress’ investigative arm, issued a
report last April showing that 78%
of the furniture manufacturers re-
locating from Los Angeles to Mexi-
co did so because of California’s
stringent poliution-control laws.

And even with recent improve-
ments, the ability to monitor and
test emissions on the Mexican side
is woefully inefficient.

“I don’t think Juarez even owns
a street sweeper,” Reynoso said.

How the ‘problems in the El
Paso-Juarez corridor evolved can
be directly equated to the success
of the maquiladora programs.
Twenty years ago, Juarez was a
sleepy little border town whose
principal industry was tourism.
Soldiers from nearby F't. Bliss
would drink away the evenings in
Juarez’'s many bars.’

As the magquiladora concept
grew, Mexicans living in the interi-
the border in hopes of landing a job.

That worked at first because

there were enough jobs. In the’

early 1980s, however, the bottom
fell out of the Mexican economy.
The exchange rate went from 12
pesos to the dollar to more than
3,000 pesos per dollar today.

But the flagging economy only .
drove more peaple to the border in
search of work. They built shanties
of cardboard and anything else
they could find, with no electricity :
and no running water. The huts
were lined up along dirt roads that
flooded often because there was no
drainage. In time, the huts covered
vast tracts of land and now, ac-’

despite the implementation of cording to unofficial estimates, be-
strict air quality laws on both sides tween 1.2 million-and- 1.8 million
of the border—laws that are en- people live in Juarez. Combined
forced on the U.S. side buf rarely with El Paso, the population now
in Mexico. * equals that of Houston.
“Envu'onmentally I think it’s ]
going to be a disaster,” said How- o intense is the squalor that the
ard ‘Applegate, an environmental colonias, as they are called, bear
consultant who has studied border astrong resemblance to a Palestin-
problems for more than 20 years.  ian refugee camp. Many are inside
Jesus Reynoso, the city-county this country, 350 in El Paso County
supervisor for air pollution control, alone:
is equally worried that the pollu- “American and other .interna-
txon will come far in advance of any tional industries must be held. ac-
solutions to the border's well-doc- countable and responsible for these
umented environmental problems, environmental problems on both
which also involve the dumping of sides of the border—not just the
toxic materials. Juarez does not north,” Dr. Laurence Nickey, El
even have a sewer system. Paso County health director, told a
“When new industry comes into congressional subcommittee last
the border area, you're going to April. “The U.S.-Mexico border is
have all these companies coming in burning-and the flames need to be
with little or no control over their extinguished before they consume
emissions,” Reynoso said. us.

Welcome to the other America
amd the forgotten Texas. I might
also say the forgotten Mexico.”

The border problems may have
long been overlooked, but the free-
trade agreement has brought them
into focus. The United States and
Mexico are negotiating an environ-
mental plan for the two countries.
The EPA is now circulating a
rough draft of what it calls the
“Integrated Environmental Plan
for the Mexico-U.S. Border Area.”
The EPA found that air quality in
the El Paso area had worsened
during the past 10 years and that
controlling emissions in Juarez
“cannot occur without an ambi-
tious quantification of all Juarez
emissions and mitigating those that
have a large-scale impact.”

President Carlos Salinas de Gor-
tari has made a name for himself as
the first Mexican head of state to
give the envxronment. a hlgh bill-
ing.

In El Paso, the Mexican equiva-
lent of the EPA, SEDUE, has been
upgraded from a field office to a
iregional office with 15 new inspec-
‘tors. But Reynoso said there was
-only one problem: They did not get
.the other things that generally
would go with a manpower in-
crease, such as vehicles, furniture
| or office supplies.

Still, there are small signs of
progress, such as a joint effort by
:El ‘Paso and Juarez to test auto”
emissions on both sides of the
border. While that may seem in-
Isignificant, a sense of national
ipride on the Mexican side has
‘worked to keep American assist-
ance at bay until now. But having
discovered the obvious—that cars
on the Mexican side are fouling the
air more than they should—there
is little that can be done because of
the grinding poverty in Juarez. .

“To buy a set of points and plugs
is a week’s wages in Mexico,”
Applegate said. “You can't expect
them to spend a week's wages to
meet our standards.”

What success will be had in
cleaning up the border airis clearly

a project that will take years. Don
Michie, a maquiladora expert at the
University of Texas at El Paso said
he believes the free-trade agree-
ment may be a means to an end

because debate has focused so
heavily on the environment.

“It's a way to focus resources on
the problem,” he said. “The public
attention is focused.”
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Mexicans Fear Plant Could Cause ‘Next Bhopal’

expropriate their hard-earned
properties. Residents fear that the
; government would like to create a
MATAMOROS, Mexico—Here, free-trade industrial corridor
in a densely populated border city Where companies can conduct
across the Rio Grande from ¢cross-border commerce without
Brownsville, Tex., the name of an fear of liability and bad publicity
infamous locale in India is heard associated witha catastrophe.
with stunning frequency. “We  Neighboring communities have
don't want to be the next Bhopal,” Struck back, calling instead for a
said Frasmo Lucio Garza, referring relocation of the Qufmica Fluor
to the site of the 1984 toxie gas leak facility and other nearby, mostly
at a Union Carbide subsidiary that foreign-owned chemical plants.
left almost 3,000 dead and 200,000 Qufmica Fldor has been in opera-
injured in the world’s worst indus- tion since 1975, but neighbors—
trial accident. many of whom have lived here for
Garza, a farmer, lives across the 20 years or more—say they only
road from a vast multinational learned of the severity of the
chemical production complex, Prospective th;eat since the presi-
Qufmica Fldor, an imposing tangle de‘r}txal decree in January.
of pipes, tanks, storage spheresand . “We fought for everything we
smokestacks that rises above the . have—our land, our roads, our
subtropical flatlands. - schools—and we're not going to'let
The plant is one of the Americas’ @ foreign factory throw us out,”
largest producers of hydrofiuoric - Vowed Marfa Isabel Garefa de Car-
acid, also known as hydrogen fluo- 2amillo, a 67-year-old grandmother
ride. It is a highly corrosive sub- ©Of 28 who lives in the area and is
stance boasting multiple modern- one of a number of working-class
day applications, among thém the Women active in the campaign.
making of refrigerants and ‘the “It's the fgrelgn plants that should
refining of gasoline. g0, not us.” .
Most of the acid produced hereis That rallying cry could echo
shipped ‘via rail for sale in the elsewhere in Mexico, particularly
United States, a production and along' the northern border, if a
marketing stratagem likely tolfree.-trade agreement is sxgneq and
broaden to many industries should e€ven more U.S. and multinational
the two nations sign a free-trade COmpanies seek to set up opera-

By PATRICK J. McDONNELL

TIMES STAFF WRITER

agreement.
Hydrofluoric acid also is- highly
toxic~—~it can burn through skin and

bone and lead to fatal internal
damage if inhaled. Accidental re-
leases have caused injuries, deaths
and evacuations in and .around
varigus US. refineries in recent
years. (However, there have been
no serious acid leaks here since a
release killed two workers and
injured five others in 1980, accord-
ing to Qufmica Flior.)

This plant is two-thirds owned
by Compania Minera Frisco, a

. Mexico City company, and one-
third the property of E.I. Du Pont
de Nemours & Co., the Delaware-
based giant.

Despite assurances from the
owners that the plant is safe, the
Mexican government was so con-
cerned about the possibility of a
Bhopal-style disaster that Presi-
dent Carlos Salinas de Gortari
signed a decree last January creat-
ing Mexico’s first-ever “Intermedi-
ate Safeguard Zone.” The decree
halts additional settlements within
a 1Y4-mile radius of Qufmica
Flior's central smokestack.

For many of the tens of thou-
sands of mostly poor inhabitants
within the belt and adjacent com-
munities, the action has sinister

overtones. It is widely viewed as

the precursor of an attempt to

212

tions in Mexico.

(14 ‘ N J € are afraid that it is we
and our children who will

be paying the price of progress. My
question is- this: Whose progress
are-we paying for?” asked Marfa
Teresa Méndez Garcfa, who was’
among a group that traveled to
New York in June to protest the
United Nations decision to award
President Salinas an Earth Prize,
honoring his environmental ac-
complishments. “We don’t under-
stand how relocating thousands of
poor people to protect.a chemical
company can merit ‘afi environ-

‘mental prize.”

Added her sister, Emma Méndez
Garcfa, “We're living in a time
bomb here. .

whom have found employment in
the mostly U.S.-owned factories
that are clustered throughout the
city, say. they favor industry and
foreign investment. However, they
contend’ that hazardous facilities
should be sited in industrial zones,
not spotted haphazardly amid pop-
ulated districts, as is so comnion
along the northern border and
elsewhere in Mexico: (An explosion.
at a petroleum storage facility in
Mexico City in November, 1984,
transformed an adjoining commu-
nity into an inferno, killing at least
334, according to official figures.)

However, activists from Mexico
and the United States point to
evidence demonstrating that a 14~
mile safety belt—an area that Mex-
iean authorities say they arrived at
after constructing models based on
data provided by Du Pont and
other sources—may do little good.

Industry-sponsored tests con-
ducted in the Nevada desert in
1986 show that escaping hydro-
fluoric acid can become an aerosol
of droplets, form a toxic plume and
move downwind at lethal levels for
about five miles. (A five-mile radi-
us around the plant would include
most of the populations of Browns-
ville and Matamoros, home to more
than 500,000 people.)

. “The potential for a Bhopal-like
toxic gas cloud traveling five miles
or more is there,” said Fred Millar,
director of the toxics project of
Friends of the Earth, a Washing-
ton-based public policy research
and lobbying group. Millar traveled
to Matamoros and joined in calling
for the relocation of Qufmica Flior
and other area chemical plants.

While hydrofluoric acid is not as
toxic as methyl *isocyanate, the
insecticide ingredient released at
Bhopal, Millar noted that the acid is
produced and stored in much larg-
er volumes. The Matamoros plant
produces about 140 million pounds
of hydrofluoric acid annually.

Executives at Du Pont and
Qufmica Fluor .say -moving the
plant is not economically viable—
or necessary. Meteorological con-
ditions, especially prevailing winds
and high humidity, would make
any acid leak unlikely to drift
beyond 1% miles, said Enrique
Castillo Pefia, the plant's general
manager, during an interview at
offices on the 360-acre site on the
northwestern outskirts of Matamo-
ros.
“This facility is safe, and we are

" always making it safer,” declared

Castillo, who noted that the plant
has been outfitted with more than
$15 million in safety equipment
during the past decade, including
computerized early detection de-
vices, automatic shut-off valves,
video monitoring apparatus and
water cannons designed to halt
dispersal of leaks. S

‘At Du Pont, representatives say
safety measures at the Matamoros
facility are comparable to those at
a fully owned Du Pont hydrofluoric
acid production. complex in La
Porte, Tex., which is roughly the
same size as the Mexican site. The
Texas facility does not have large
neighboring ' residential communi-
ties.

“I don't think the Bhopal analo-
gy really fits here,” said Carolyn S.
Seringer, fluorochemicals safety
manager at Du Pont’s corporate
headquarters in Wilmington, Del.
“I think we’re a victim of circum-
stances. The free-trade agreement
has focused a lot of attention on the
border, and'the plant happens to be
in the border area. . . . That plant
is a state-of-the-art facility, and
we continually upgrade it.”

Such efforts have not quelled the
fears of Erasmo Lucio Garza and
other residents of the Ejido Las
Rusias, a residential farming com-
munity that begins about 100 yards
from Qufmica Fldor's front gate.
Children here are well-schooled in
emergency reaction: Be alert for
sirens signaling a release of the
acid, don’t panic, determine, the
direction of the wind and flee in the
opposite direction, .

“To them it's a game,” said Marfa
Inez Alvarado, director of a neigh-

‘borhood.;preschool. “The problem

is, we'll never know until the last
second when there is a real toxic
leak. Do you really think little
children like these will know what
todo?” " .

DAVID MeNEW / Los Angeles Time:

Walk to school takes children
near chemical plant in Mexico.

Mexican authorities and execu-
tives of Du Pont and Qufmica Flior
say they do not seek the expulsion
of residents. Rather, they portray
the decree as a pioneering effort to
reduce the threat of human injury
or death in case of an accidental
release of hydrofluoric acid.

“The resource we are most con-
cerned about protecting is our
human resource,” said Sergio
Reyes Lujdn, ecology undersecre-
tary in the Secretariat of Urban
Development and Ecology, known
as Sedue, Mexico's environmental
ministry, = . : e
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he strength of the vapors var-

ied from day to day. But most
of the camtpers felt worse at “the
mission,"”
than they did at the drug recovery
center where they planted trees or
the convalescent home where they
took orphans to visit the elderly.

“It was terrible to wake up to
that smell,” said Heidi Hyland, a
Chicago seminary student who was
a counselor during July. The first
morning, she led a Bible study
session outdoors until “this one girl
in my group said . .
stand it. It’s making me sick.” ”

Often, a fine dust coated the
group’s three vans overnight. “It
was lacquer,” said- Rob Lochner,
another counselor. “I know it was.
I've worked spraying at a carpen-
try shop.”

The neighbors’ complaints are
consistent with exposure to sol-
vents used in furniture making,
said Paul Papanek, who heads the

toxics program for the Los Angeles

County Department of Health Ser-

“vices.

In the suburbs of Los Angeles
clean air rules set a strict daily cap
on how much pollutant can escape
from each plant’s stacks. The limit
forced Finegood's U.S. workers to
stop painting and varnishing by
mid-afternoon.

Here, employees start a ‘half
hour earlier and spray later, at
least till 5 p.m. There is a small
night shift too,

Workers aim nozzles of paint and
lacquer at furniture passing by ona
conveyor belt. A free-standing
wall of pads is positioned on the
other side—a setup designed to
absorb the extra spray.

The pads are changed every two
weeks, Pliner said. In the Los
Angeles area, most companies in-
stall clean pads more often, any-
where from once a day to once a
week, said Bill Kelly, an AQMD
spokesman.

The factory tests its emissions
every six months, Pliner said; de-

clining to divulge the results. In-

the United States, the company
monitored and logged them every
hour.

Though Mexico adopted a Gen-
eral Ecology Law in 1988, giving
environmental regulators authori-
ty over maquiladoras, the country
has no measures limiting air pollu-

as they call the school,

. ‘I just can’t

. comes from maquiladoras in Tijua-

na. That is a common reaction, said |
. Laura Durazo, a social anthropolo-
gist who helped form one of the {-
city’s nascent environmental }:

. hoods, squatters use such canals

‘. : Firms
Set Up Business
South of Border

tion from furniture factories. “We
are working on many other stand-
ards that are much more impor-
tant,” said Sergio Reyes Lujan,
undersecretary for the environ-
ment. “The production of electrici-
ty, cement, textiles, chemicals.”

He added that he is concerned
about the health problems such|
fumes could cause, from mere irri-
tation to long-term damage from
smog. New factories, he said, will
have to comply with whatever
standard is the tightest in the
world, until Mexico can frame its
own.

As for existing companies, Reyes
said, “I don't know if it’s this week,
next week, next month, or even
next year, but with or without a
standard, we will stop situations
like that.” '

Meanwhile, plant manager Pli-
ner said: “I haven’t had any com-
-plaints.” i

But then the residents of La
Cienega have not complained, ex-

cept among themselves, about any|

of the contamination they suspect

groups.
“They simply accept,” she said,
“that this is part of Tijuana’s prog-
ress.”
In the yards of La Cienega stand
empty 55-gallon drums purchased

from used furniture stores or rov-
ing trucks—price: about $3.50.
Most now serve as trash recepta-
cles, but some hold water for
washing or flushing toilets. *“This
container will be hazardous when
emptied,” one warns -in English.
“Residues will be explosive or
flammable.”

An outfall spills directly into a
shallow stream where dogs splash
and drink. In poorer neighbor-

for bathing. Water samples. ana-
lyzed for The Times in August by a
San Diego laboratory show levels
of two suspected carcinogens, per-
chloroethylene and bis (2-ethyl-
hexyl) phthalate, at 18 to 24 times
the drinking water standards of the
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Bedrooms tactory in Compton closed in February of
1990. The Good Tables plant in Carson shut down last March. Both
were owned by David Finegood, who replaced the manufacturing
operations with Muebles Fino Buenos—a literal translation of Fine
Good Furniture—which opened in southeast Tijuana in March of
1990.

Wages are much lower in Mexico and there is virtually no
workers’ compensation expense, but Finegood says the main reason
he left was increasing environmental regulation.

“We hadno intention of moving; it never entered my mind,”
Finegood says, “until we started getting rulings from the (South
Coast Air Quality Management District).” He cites AQMD’s passage
in 1988 of Rule 1136, which gives furniture makers until 1996 to
replace solvent-based coatings, which contain pollutants that ~
evaporate into the air, with water-based coatings. Finegood's
companies also paid thousands of
dollars in penalties for violations
of air quality and hazardous waste
regulations.

Mexico has no emissions limits
for furniture manufacturers.
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U.S. Environmental Protection
Agency.

The concrete pipe emerges from
a steep rise next to Muebles Fino
Buenos. The company has told
Mexican regulators that it sends its
waste water into the city sewage
system, in an area where there is
no treatment. This particular pipe
may also carry residues from any
number of sites further southwest,
where two more maquiladoras
make ' magnetic heads and baby
furniture. Perchloroethylene is
used in both industries. Bis (2-e-
thylhexyl) phthalate is used to
soften plastics.

Where do the chemicals. come
from? Mexican regulators are in no
position to unravel mysteries like
these.

Even with recent budget in-
creases, there is little money for
analyses and few staffers are avail-
able for investigations. For the
foreseeable future, the government
will simply have to trust industry,
said Diane Perry, a UCLA analyst
who has studied the border region
for the past five years. U.S. and
other foreign owners “will have to

do it on their own, knowing that
the enforcement’s not going to be
there,” she said.

In a widely publicized move this

summer, border-area inspectors,
with their ranks doubled to 100,
visited 1,000 maguiladoras to check
the firms’ documents. They found
that in 1990, léss than'a third of the

" companies had applied for the re-
quired environmental operating li-
cense; by 1991, after a series of
well-publicized . crackdowns, 55%
had. In 1990, only 14.5% had proof
that they sent hazardous wastes
back to the United States for
disposal as required; in 1991, 31%
had. .

The new figures show major
progress, but Reyes conceded that
they are still abysmal. “We will
improve them further,” he prom-

ised. To that end, inspectors are -

being hired to double the number
along the border again in 1992.
Muebles Fino Buenos is one of the
positive statistics. The environ-
mental inspector who arrived Aug,
13 was the. first ever to pay a
formal visit. (One had dropped by
briefly before). Pliner produced a
notebook containing the factory’s
application. A stamp acknowledged
its receipt on Sept. 27, 1990, by
SEDUE—the Spanish acronym for
the federal ministry that includes
the environmental office.

The EPA also had been notified
that about 325 drums of hazardous ;
waste would be shipped back ;
across the border in 1991. -

The SEDUE inspector pro-
nounced himself satisfied.

The license documents were
submitted late—six months after
opening for assembly of furniture
and four months after spraying had

-DUE._ Said one, who spoke on the

-tivity has gotten way ahead of the

DAVEDMONEW e e T

A workef in the Muebles Fino Buenos factory in Tyuana. Mexico, $prays o finish. Furditure piant was previousyy scated n the Umited States
begun. This was illegal, according There also has been hitue atien-

to Reyes, but the government will tion paid to thg indirect pollution
not punish for the offense because caused by maquiladoras.

are not complete. For now, 12
million gallons of raw sewage flow

. " into the Tijuana River each day.
Finegood’s warehouse is at whal  The operators of Muebles Fino

was once the Carson plant—just @ Byenos know firsthand about the
few miles from what was once the jpfrastructure problems. Raw sew-
Compton factory. Diesel trucks, the age spilled across the property
owner said, make 20 round-irip when pipes overflowed during a
treks each weekday between Ti- winter storm. And the company did
juana and the distribution center. ot plan on constructing its own

In a year, that means about 13.9 water reservoir and electric gener-
tons of carbon monoxide is added to ating substation. But it had to be

the air .along the way. The trucks gope.

also discharge about 20 tons of  Rinegood does not mind. He sees

nitrogen oxides and 4.2 tons of pimgelf protecting a 35-year in-

hydrocarbons, the two main build= yestment. “I've spent much of my

ing blocks of smog. life in this company,” he said. “T'm
An overall increase in cross- not a young kid anymore. But 1

border traffic—from 124 million couldn’t get anything for the com-

crossings in 1987 to 169 million in pany there. Nobody's going to buy

1990—concerns air pollution au- a furniture company in Los Angel-

thorities in San Diego and the Los esnow.” )

Angeles region. One problem is thé

Customs stations themselves,

where hundreds of idling vehicles

sometimes wait as long as an hour.

Nearly half the cars and trucks are

Mexican-registered and not-subject

it shows more effort than other
firms have made. He added, that
from now on, new industries will
face penalties.

Because the license was pending,
the. company was churning out
bedroom sets and tables without a
permit. Operating under such cir-
cumstances also was not strictly
legal; since 1990, every new busi-
ness must have its license before
even starting construction of its
facility. ‘

But environmental officials ad-
mit that it is' partly their fault.
More than ‘a year after Muebles.
Fino Buenos submitted its papers,
overworked regulators have not
gotten around’to reviewing the
documents. The wait .is typical.
And until the application is exam-
ined, SEDUE cannot decide what
changes, if any, to require.

“We are trying to respond very,
very rapidly,” Reyes said. “They

are going to receive a written to smog checks. B
answer. A ' he jobs offered by Muebles Fino
- “We are rewriting history here.

Buenos and the other maquila-
It was only recently that anyone j4rqs also lure newcomers from the
here started to care about the [yral interior. Tijuana grew from
environment. It will take time."” about 429,500 people in 1980 to
The backlog troubles EPA offi- apqut 743,000 in 1990—and these
cials who deal regularly with SE- official census numbers are widely
assumed tobe low. - ’

The city’s skyrocketing popula-
tion has outstripped the govern-
ment's “ability ‘to provide basic
services, In response to complaints
about a proposed horder environ:
mental plan, SEDUE recently an-
nounced that 24,000 houses will be
connected to Tijuana's sewers next
year. By 1995, an international
treatment plant is scheduled to
open, but financing arrangements

condition of anonymity: “This is a .
situation where the economic ac-

regulatory activity.” :

The EPA official also worries
about SEDUE's emphasis on docu-
ments: "I would like to put SEDUE
{inspectors] in respirators and have
them look at what's really going
on. They're afraid to take the bull
by the horns. . . . They just deal
with the paperwork.”
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Can Mexico
Clean Up
Its Act?

" m Pursuing a free-trade.

pact, President Salinas has
taken some dramatic steps
on the environment. But
laws are ignored,
enforcement is weak and
the problems are massive.

MEXICO CITY—In. the pent-
house of the modernistic Pemex
Tower one morning in May, two
governments worked hard-to or-
chestrate praise for Mexico's new
crackdown on pollution,

- At the behest of the U.S. Embas-
sy here, experts had traveled from
California and New Mexico to lend
their voices to the chorus. Mexico

. contributed city and federal regu-

lators, as well as an official from
the national oil monopoly.

The timing was hardly coinci-
dence. The ‘U.S. Congress was
about to vote on initiating negotia-
tions for a free-trade treaty with
its southern: neighbor. Strong op-
position had surfaced on Capitol
Hill, based in part on fears that

This story was reported and
" written by Times staff writers
Juanita Darling in Mexico City
and Larry B. Stammer and
Judy Pasternak in Los Angeles.

increased industrialization would
aggravate Mexico’s environmental
crisis. ‘

This gathering was meant to
soothe. Mexico, each speaker noted
to an audience of U.S. correspon-
dents, was setting up its own tough
controls.

But the message was under-
mined by the view out the picture
windows on three sides of the
room. The vista consisted solely of.
amog. Nothing was visible through
the toxnc gray haze. not even the
sidewalk 45 floors below.

.Now, with free-trade negotia--
tions well under way, many legis-
lators, activists and scholars on
both sides of the border say they
are more worried than ever about
Mexico’s ability to conduct a signif-

THE FREE-TRADE DILEMMA

icant cleanup, much less cope with
an added burden.

Mixed signals from the Mexican
government are less than reassur-
ing, they say, and safeguards pro-

‘posed by both countries are too

weak. And they fear that Mexico
could become a polluter’s haven—a
sanctuary from the high costs of
environmental regulations north of
the border.

Never has the potential for eco-
logical damage been so closely
examined during trade talks, which
traditionally focus on issues such
as import quotas and tariffs. These
negotiations are seen as a test case.

Mexican President Carlos Salinas

. de Gortari does not want environ-

mental issues to scuttle the pros-
pect of a $6-trillion market—the
world’s largest—stretching from
the Yukon ‘to the Yucatan. In a
recent barnstorming tour of .Cali-
fornia, he prommently mentioned
the environment in every pitch he
made for the trade agreement.

Salinas sees a trade pact as his
best weapon for fighting Mexico's
nagging inflation rate, widespread
unemployment, poverty and
mounting ' trade imbalance. U.S.
leaders say that a pact would open
u;i' lucrative new ‘investment op-
portunities for U.S. businesses.

Spurred by a heightened envi-
ronmental awareness at home and
growing alarm abroad, Salinas has
taken some dramatic steps to ad-
dress the concerns.

In March. he shut down a gov-

- efament oil refinery in the middle

of Mexico City, the most smog-
choked metropolis in thé world.

The closure meant spending $500 - -

rrhlhon to- dismantle the . plant.
Some operations also were halted
al' another 140 Mexico City busi-
nesses that were deemed to be
polluters.

‘In September, Salinas unveiled a
10-point program to protect dol-
phins from his country's tuna-fish-
ing fleet.

Last month, the Mexncan gov-
ernment announced that it will
spend about $460 million along the
border by 1994 to build new sew-
age and water treatment plants
and hire more environmental in-
spectors.

But consider the problems Sali-
nas still faces.

In northern Mexico along the
nearly 2,000-mile border with Cal-
ifornia, Arizona, New Mexico and
Texas, factories for years have
dumped toxic wastes into canals
and spewed hazardous fumes into
the air. Most of the companies,
known as maquiladoras, are U.S.
awned

[There]isanew. . .
environmentalist culture
. in Mexico. It's a very
strong force [that will]
" make these policies
permanent.’

I _

CARLOS SALINAS DE GORTARI
. * Mexican president

They have lured hundreds of
thousands to a region without ade-

. quate sewage treatment, leading

the American Medical Assn. to
brand the area “a virtual cesspool.”
U.S. Border Patrol agents don rub-
ber gloves to guard against infec-
tion whenever they frisk detainees
wet from river crossings.

“In Mexico’s midsection, cities,
factories and farmers have divert-
ed river water that feeds the
nétion’s largest lake, Chapala. This
yéar,.the lake has risen for the first
time .in a decade, but Chapala is
still one-third of its original size.
(Ece famed for its whitefish, it is

polluted to. support any fish
nidre delicate than carp.

9n the mountains of Veracruz,
cfeeks run brown with residue
from coffee-processing plants.
With' international prices at their
16West level in 15 years, growers
cahnot afford to change to cleaner
méthods.

vStill farther south and east, oil
filds and refineries dump chemi-
cals into the Coatzacoalcos River,
which empties into the Gulf of
Meéxico, poisoning once-rich
shirimp beds under the blackened
waves.

‘dLush tropical forests are pro-
tected only on paper. Mexico loses
more than 965 square miles of
forests annually to culnvat\on
dvergrazing and fire.

Why should U.S. residents care
about the fate of Mexico's environ-
ment under a free-trade system?

Please see MEXICO, A18
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He does not know, he said, how
many - companies might move_to

Mexico or expand operations as-a -

result of free trade. Nonetheless,
Altamirano and his Supervisor.
Reyes Lujan, say they are confi-
dent that growth under free trade
would not further jeopardize Mexi-
co’s ravaged environment. “New
companies will have to meet the
highest standards. They will have
to be reviewed by us. ' said Reyes
LUJan

But, he added, SEDUE has a staff
of only seven to assess the envi-
ronmental impact of an estimated
700 to 900 construction projects in
1992. Much of the work will have to
be done by outside consultants, he
said.

olitically, the Mexican govern-
ment must avoid the appear-
ance of responding to U.S. pressure
on enforcement. Sovereignty is
important in this nation, which lost
half its territory to the United
States in the 19th Century.
“QObserving the same health and
environmental laws is not under
discussion,” Commerce Minister
Jaime Serra Puche told the Mexi-

-can Congressional Committee on

Trade in August. .

Instead, President Salinas and
U.S. President Bush called last
year for a joint plan to improve the
quality of the environment 60 miles
on either side of the border.

But EPA officials involved in the .
" process said the draft is little more

than a list of projects that were
already in the planning stages,
mostly to gather information on
the scope of air, water and hazard-
ous-waste problems.

- As the plan was being drawn up,
EPA officials ‘said, the U.S. State
Department offered constant re-
minders that Mexico is a sovereign
nation and cannot be told what to
do. Proposals for binational inspec-
tions and for coordinating budgets

" were weakened or dropped.

“It doesn’t really look like a
plan,” said Roberto A. Sanchez, an
environmental expert at Border
College in Tijuana. “It looks like a
book to avoid a plan.”

Arevised plan is scheduled for
completion before Presidents
Salinas and Bush hold their next
summit meeting, expected some-
time in December.

Mexican and U.S. officials bill
their latest environmental collabo-
rations as an extension of the La
Paz agreements, a series of initia-
tives begun in 1983, well before
any talk of free trade.

The La Paz provisions met with -

mixed success. On the plus side,
they are ngtable for their landmark
attempts at fostering cooperation

MEXICO: Many Voice
Strong Concern Over
Environmental Controls

restrictions.

Mexicans.

with U.S. firms.

Free-Trade‘Agreements

‘ A look at free-trade agreements and the proposal being co'nszdered by
the United States, Mexico and Canada.

n Free-trade agreements—what they are: Under a freeftrade '
agreement, virtually all barriers to trade between participating
countries are ellmmated or lowered, including tariffs and other

m How they are negotiated: Although negotiated by trade
representatives appointed by the governments, other interests that
would be affected are closely consulted, including business,
organized labor and agriculture. Agreements by the United States
must be approved by Congress. The North American Free-Trade

" Agreement must be approved by Congress, the Mex1can Senate and
Canada’s House of Commons and Senate.

® How a U.S.-Mexico-Canada pact would benefit the countries:
Backers of a North American Free-Trade Agreement among the
United States, Canada and Mexico say that it will offer benefits to
each. For the United States, it will increase investment
_opportunities for U.S. businesses in Mexico and allow U.S. firms to
step up manufacturing in Mexico where labor and other costs are
lower. The same would be true for Canadian business, butona
smaller scale. For Mexico, a free-trade pact would infuse badly
needed capital into the Mex:can economy and provide jobs for

» Problems such a pact could create. Some Mexxcans are suspicious
of undue American influence over and dominance of their economy.
Environmentalists in both nations worry that stepped-up
industrialization could worsen enyironmental problems, despite-
assurances to the contrary by both governments. In the United
States, organized labor fears that American jobs will be lost to
cheaper Mexican labor. Mexican firms are concerned that without
trade barriers and other protections, they will not be able to compete

. on several specific shared environ-

mental problems,
One was known as “the gray
triangle,” between Douglas, Ariz.,

and Agua Prieta and Nacozari i

Sonora. There was one copper
smelter on the U.S. side and anoth-
er on the Mexican side. A third
smelter was being built in Mexico.
“Children in Agua Prieta timed
their outdoor play by the U.S.
smelter schedule. At sunset, as the
wind shifted south toward Mexico
and away from the U.S. monitors
that checked emissions, they would
sniff the rotten-egg smell. Then
they would taste the bitter, chalky
flavor. Finally, when they felt a
tickle in their throats, they went

inside.

After two years of pressure from
citizens, the smelters were includ-
ed in the La Paz accords. As a
result, . one Mexican smelter in-
stalled $50 million in pollution-
control equipment, another can-
celed expansion plans and the U.S.
smelter closed down.

In another joint effort, a long-
delayed international sewage
treatment plant will be built in San
Diego, but the governments are
still haggling over money. The
United States is contributing $100
million for construction. Another
$60 million is needed, but. Mexico
has not said how much it will pay.

Meanwhile, EPA officials worry

— —_
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that toxic substances illegally
dumped in the Tijuana River could
reduce the plant’s effectiveness.

he La Paz accords also called

for a joint contingency plan to

alert communities across the bor-
der of hazardous spills and to
coordinate responses.

But no one on the U.S. side was
immediately notified when the
Qufmica Orgdnica plant in Mexicali
released a plume of mixed sulfuric
and hydrochloric acid in July, 1990.
Thousands were. evacuated in
Mexico. A 45 m.p.h. wind blew the
toxic cloud northeast toward the
border, less than 10 miles away.
Fortunately, it dissipated in an
unpopulated area. The EPA was
not informed for months.

Another common concern
among environmentalists is the
focus on the border and on Mexico
City’s smog. All of the new SEDUE
inspectors have been assigned to
those two locations. Even Kamp, of

.. Arizona’s Border Ecology Project,

who lives near the smelters, said:
“There are a million problems in
Mexico more serious than the bor-
der.”

Other parts of the country may
not attract the same environmental
scrutiny. A Mexican stock analyst

shrugged when asked whether

pollution-control expenditures will
affect the financial performance of

" mining companies. “Most mines are

in remote areas,” he said. “No one
will notice what they do.”

Lack of basic information and
community involvement ham-
pers the improvement effort. Mexi-
co’s few environmental success
stories have shown that both are
important.

Last year, after installing moni-
tors, Monterrey officials learned
that their air was laden with sulfur
dioxide and lead. They used the
data to pressure the government
oil monopoly to substitute cleaner
natural gas and diesel fuel, replac-
ing the high-sulfur oil that pow-
ered most of the city’s factories.
Sulfur dioxide levels dropped 80%
that year. Factories emitting lead
were forced to develop plans to

. protectlon in U.S. dollars

Per. caplta spendmg on env:ronmental

EPA (U.S.)
/ Budget per person § ~
SEDUE (Mexico). | .

Budget per
person

control it.

Residents in the “gray triangle”
say that they are the ones who are
keeping the emission limits alive.
While federal agencies of both
countries accept smelter emission
reports without question, local ac-
tivists visit once a month.

“Years of experience mean that
we can immediately identify that
smell and the sensation in the
throat,” said Gildardo Acosta, a
member of the border group Enlace
Ecologico.

In Tepoztlan, a picturesque town
south of Mexico City, residents won
a court order temporarily halting
the construction of a scenic rail line
from the capital to Cuernavaca.
The government had neglected to
get its SEDUE permit for the
railroad. In August, nearly 1,000
townspeople celebrated in the main
plaza under a banner declaring:
“We Won’t Be a Trash Dump for
Mexico City or Its Bedroom Com-
munities.”

Much of the emerging activity is
because of Salinas’ promise to de-
mocratize Mexico’s notoriously
centralized government.

Environmental issues have be-

ANDERS RAMBERE / Los Angeles Times

come a part of Mexican political
discourse. Environmental groups
have proliferated since: the early
1980s, forcing the long-entrenched,
Institutional Revolutionary Party
(PRI) to respond. :

ut observers have one more

troubling question: With all
Mexican officials limited to one.
term, can they expect. Salinas’
commitments to last when his su:
years as president end?

There are nagging doubts. “ng
word is absolutely not binding on
his successor,” said Stephen P.
Mumme, a political science profes-
sor at Colorado State University
who has written extensively about
border issues.

But Salinas maintains that eco-
logical awareness will not wither
away. “{There] is anew . . . envi-
ronmentalist culture in Mexico,” he-
said. “It’s a very strong force [that
will] make these policies perma-:
nent. They will not only come from-
the political will of a president, but:
mostly as a permanent demand.
from society.”

Next: Are U.S.-Mexico border indus-

" tries poisoning the environment?
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MEXICO: Plan for Free-Trade
Pact Raises Fears

Mexico’s pollution. does not re-
spect boundaries. The people of
Nogales, Ariz., know this firsthand.
They inhale carcinogenic smoke
from dump fires that have burned
intermittently for years in their
twin city, Nogales, Sonora. Beach-
goers in San Diego County know
too. They are warned against
swimming at a state park where
raw sewage flows north from Ti-

. juana.

Free trade is expected to make
relocation to Mexico much. easier
for U.S. firms. If lower pollution
control costs make moving profit-
able, U.S. employees may be laid
off.

Alternatively, some environ-
mentalists believe that the United
States will feel pressure to compete
for business by weakening its own
environmental laws.

Keeping Mexico poor is no solu-
tion, both governments say. In-
deed, poverty and foreign debt
force developing countries to.over-
exploit natural resources, acceler-
ating degradation.

Even so, free trade is not seen as

a quick fix. "The reality is

[Mexico] will continue to have
environmental problems for some
time to come irrespective -of what
we do on trade,” said William K.
Reilly, administrator of the U.S.
Environmental Protection Agency.

“But the economic- promise of

free trade eventually will allow us

to give a much higher, priority to
the environment,” he added. “It
will also, I think, raise expectations
on the part of [Mexicans] about the
quality of life they will insist on.”

Many environmental activists
agree, viewing -the talks as an
unparalleled opportunity to use
economic leverage to force change.
They see Mexico’s recent commit-
ment of hundreds of millions to
fight border pollution as a signifi-
cant first step, though they are stlll
wary.

“The amount of monies needed
to do the job down there is many
magnitudes higher,” said J. Mi-
chael McCloskey, chairman of the
Sierra Club. “It will be interesting
to see whether the money really
flows or if this is one of the grand
announcements that disappears in-
to the mist.”

2.1%

Enrique F‘lores a meteorologist

at the University of Guadalajara,
thinks his country eventually will
-stop -forcing companies to comply
with tough new rules. “If Mexico
tries to enforce environmental
standards used in industrial coun-
tries,” he said, “companies will go
elsewhere, to Thailand or' Malay-
sia.” .
For now, there are no mecha-
nisms to ensure that a portion of
the anticipated bonanza from free
trade is earmarked for environ-
mental protection. The National
Wildlife Federation has proposed a
so-called “green tax” on invest-
ment in Mexico, of perhaps 1%, to
be earmarked for ecological budg-
ets. :

he extent of Mexico’s environ-
mental commitment remains a
question mark.

A case in point is the antiquated
Mexico City refinery that was torn
down amid great fanfare. It is being
reassembled in Salamanca, another
industrial city to the northeast. No
new pollution controls are planned.

When the United States banned
Mexican tuna imports on the
grounds that the fleet was killing
more dolphins than allowed by U.S.
law, Mexico filed a complaint ac-
cusing the United States of using

. conservation law as a mask for

violating international trade
agreements,

Mexico won its case in August
before a panel of the General
Agreement on Tariffs and Trade
and. then, after anguished howls

- from environmentalists, tabled the

issue before it could be ratified. But
there is nothing to stop Mexico
from resurrecting the matter.

The panel ruling was the first

time that trade treaties came so -

close to preempting national en-
vironmental laws. “This has sent a
shudder of fear through American
conservationists,” EPA chief Reil#
ly said.

Environmental organizations are
not the only ones who see
problems. Mexican authorities pri-
vately acknowledge that the com-
petitive pressures of free trade will
encourage domestic companies to
cut costs at the expense of sound
environmental practices.

And, as the developing world's
second-largest debtor nation, Mex-
ico is also under pressure to reduce
government spending.

Over the last decade, the federal
budget deficit has been slashed

from 16% of the economy to less
than 1%, with cuts in social servic-
es, as well as the sale of govern-
ment-owned industries to the pri-
vate sector.

From this shrunken budget now
$78 billion, the government is pay-
ing $100 million for public relations
to promote the free-trade treaty.

IL also has increased its environ-
mental budget sixfold from 1990
to 1991. But that infusion of money
brings the total to only $39.5 mil-
lion a year, said Sergio Reyes
Lujan, Mexico’s undersecretary for
environmental affairs, whose office
is part of a department known by
its Spanish acronym, SEDUE.

SEDUE's per capita environ-
mental budget is 48 cents, com-
pared to the EPA’s $24.40.

Even with recent and prospec-
tive hirings, manpower is spread
woefully thin. This year.- Mexico

" hired 100 inspectors to help enforce “

environmental rules, posting 50 in
Mexico City and 50 at the border.
That brought the number available
to monitor the entire nation’s fac-
tories to 255. That is roughly the
same number fielded by the South
Coast Air Quality Management

" District, which regulates air quali-

ty in four counties in the Los
Angeles area. Next year, Mexico
expects to hire another 100 inspec-
tors, bringing the total along the
border to 200. .

“I'm not reassured at all,” said
Richard Kamp, director of the
Border Ecology Project, based in
Arizona. “They’ll need much more .
training than they're getting. It’s-
like having 200 secretaries who are
able to process paper.”

‘And so, though Mexico has been

strengthening its laws—requiring
environmental impact reviews and
issuing technical standards for air,
water and hazardous waste—many
businesses flout the rules, appar-
ently figuring that the risk of
getting caught is lower than the
cost of complying.

Even state-owned factories fa1|

to pay attention to the new regula-
tions. Officials preparing govern-
ment steel and fertilizer works for
sale to raise cash for the national
treasury say they found that poliu-
tion control equipment had been so
poorly maintained that 1t no longer
functioned.

“I'm concerned now and if it's

possible to be more concerned, I
will be after [a free-trade agree-

ment] is signed,” said Rene Alta-,
mirano, SEDUE's director general
of pollution control. “We can’t
work any harder.” :
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Foreign-Owned Companies
Add to Mexico’s Pollution

LA TiMES, Nav.1%,199]

® Environment: Some fear that free-trade pact will
increase the number of firms depositing toxic wastes.

By PATRICK ). McDONNELL

TINMES STAFF WRITER

TIJUANA —Carmen Parra has a
message for the cluster of foreign-
owned factories, mostly of U.S.

4 The environmental
i costs of a
U.S.-Mexico pact

Second in a
i » four-part series

origin, atop the mesa northeast of
her Tijuana neighborhood, Frac-
cionamiento Murua.

“Let them send their wastes

back to their side of the border!”
Parra, a mother of three; declared
from her front yard, which faces
the fetid Rio Alamar, a stream
choked with household and indus-
trial effluent.

A mile upstream from -Parra’s
home, water pouring from a con-
crete outfall below the heavily
industrialized mesa showed levels
of mercury almost five times the
maximum freshwater health
standards of U.S. and California
law, according to independent test-
ing by The Times in August. Mer-
cury is a highly toxic metal linked
to brain damage and birth defects
that is still used in some manufac-
turing processes. The outfall flows
into the Rio Alamar.

A nearby well, its acrid-smelling
water . widely used for household
washing, had elevated levels of
methylene chloride, an industrial
solvent that is a suspected carcino-
gen, The Times tests showed. High
readings of 1,1,1 trichloroethane, a
less toxic solvent, also were pres-
ent. Both substances are used in
the electronics industry well-rep-
resented on the mesa.

Here, and in scores of other
communities along Mexico’s north-
ern frontier, is what some fear is a
disquieting portent of a free-trade
future: The degeneration of an
ecosystem already ravaged by re-
fuse dumped by U.S. subsidiaries
gone south in search of cheap labor
and relaxed environmental and
work -safety standards.

Authorities in both nations have
long acknowledged that some of
the proliferating numbers of multi-
national. firms, known as maquila-
doras, have illicitly deposited toxic
waste—no one knows how much—
at Mexican dump sites and into
border waterways, such as the
channel flowing sluggishly past
Parra’s home. But quantifiable data
is hard to come by, part of a
monumental information void on
the scope of the probiem.

One thing is clear: Only a small
portion of the hazardous waste
generated by the estimated 2,000
maquiladora plants. throughout
Mexico is being disposed of in
accordance with Mexican law,
which requires that most be re-
turned to the nation of origin,
usually the United States. Shipping
north to licensed landfills is an
expensive process, costing as much
as $500 a barrel, and paperwork
monitored by the U.S. Environ-
mental Protection Agency shows
that only a fraction of the waste
crosses the border.

Some of the rest is being stock-
piled in Mexico, often illegally,
regulators say. Only a small per-
centage of maquiladora toxic by-
products are recycled in the hand-
ful of authorized facilities south of
the border,

‘Recent analyses of samples
culled from waterways and sewage
pipes from Tijuana on the Pacific
Coast to Matamoros on the Gulf of
Mexico strongly suggest that many

~ have become dumping venues for a

volatile mix of untreated effluent
from the maquiladora industry.

- o Extensive EPA-sponsored
testing last year of Tijuana sewage
and of the murky waters of the
Tijuana River documented surges
of a wide range of hazardous
chemicals used in magquiladoras,
including solvents and heavy met-
als. The industrial waste problem is
Bo serious that engineers fear the
toxins could hamper operations of a
$200-million binational sewage
treatment plant expected to be
completed by 1995.

e More than 100 miles east of
Tijuana, the New River flows from
Mexicali into Imperial County, its
sudsy waters conveying solvents
and other industrial byproducts,
along with pesticides and domestic
sewage, according to periodic anal-
yses since 1983 by the California
Regional Water Quality Control
Board. The river empties into Sal-
ton Sea, California’s largest lake
and the site of a national wildlife
refuge. “I worry that the poisons in
the river may do harm to our
children,” said Maria de Los An-
geles Canett, a 24-year-old mother
‘of two who lives in an impover-
ished Mexicali squatter’s neighbor-
hood constructed atop a former

dump bisected by the Rio Nuevo,
as it is known here.

o In Nogales, Ariz., and El Paso,
Tex., there is fear that discharges
from maguiladoras, already detect-
ed in area waterways, may be
tainting ground-water supplies.
Along the Rio Grande, the interna-
tional boundary for about 1,200
miles between Texas and Mexico
and a prime source of water for
drinking, irrigation and recreation,.
deformed fish are an indication of
widespread befouling.

Below Tijuana’s Mesa de Otay,
home to dozens of maquiladoras,
complaints from Parra and other
residents prompted The Times to
test waters from a well and an -
outfall leading from the mesa into

an arroyo. Neighbors blame rashes,
hair loss, persistent sore throats
and sundry other ailments on the
malodorous tributaries. “This is a
contaminated zone,” said Juan
Manuel Sanchez Leon, a physician
who practices down the street from
Parra’s home. “People here have
complained about it, but no one
listens.” :

Although Mexican industry like-
ly contributes to the toxic brew
found in border channels, experts
say that the volume and type of
industrial pollutants point toward
the overwhelmingly U.S.-owned

“It is apparent that some corpo-
rations have ignored environmen-
tal concerns in the construction
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MEXICO: Foreign-Owned Firms
Dump Toxic Materials

and operation of their maquiladora
facilities,” John Hall, chairman of
the Texas Water Commission, stat-
ed in a recent letter to the EPA.
“*Consequently, tons and tons of
toxic materials are being improper-
ly disposed of along the border.”
Industry officials scoff at the
notion that the magquiladoras are
illicitly disposing large volumes of
hazardous refuse, insisting that the
bulk is returned north. “I would
say most of it is going back to the
United States,” said Guillermo A.
Jiron, a consultant who heads the
Tijuana Magquiladora Assn.’s envi-
ronmental committee. “Our indus-
try is a clean one and we show
extreme compliance with the law.”
Jiron theorized that a confusing

maze of paperwork had baffled
U.S. and Mexican regulators at-
tempting to determine how much
waste is being shipped to the
United States.

Although authorities in both na-
tions say they have put consider-
able effort into tracking the docu-
ment trail, they have unearthed
little evidence that the expected
volume of maquiladora byproducts
is leaving Mexico.

During the first six months of
1991, only. 63 firms in Mexico
reported sending wastes to Califor-
nia and Arizona, according to the
EPA. That figure - continues an
upward trend; only 37 reported
shipments to California and Arizo-
na during all of 1990. But it remains

2.2.0

‘“a minuscule number” compared to
the almost 1,000 maquiladoras in
the neighboring Mexican states of
Baja California and Sonora, includ-
ing more than 500 in Tijuana, said
Kathleen Shimmin, chief of health
emergency planning in the EPA’
San Francisco office.

But Mexican inspectors who vis-
ited some 1,000 maquiladora facili-

. ties nationwide this year found that

“about one-third could provide

~ proof that waste was being re-

turnéd to its country of origin, said
Sergio Reyes Lujan, ecology un-
dersecretary for the Mexican Sec-
retariat of Urban Development and
‘Ecology, the nation’s environmen-
tal ministry (known by its Spanish
acronym SEDUE). A year earlier,
Reyes said, fewer than 15% of the
plants possessed the paperwork.
While Mexican authorities have

" embarked on a much-publicized

crackdown—""SEDUE will shut
.down any plant that continues to
contaminate the environment,”

- Reyes vowed during a recent in-

terview—officials acknowledge
that only slightly more than half of
the maquiladoras producing toxic
byproducts likely qualify for envi:
ronmental operating licenses. The
officials could not say how many
even have the licenses. The vol-

ume of toxic waste produced also .

Témains a mystery.

“We need to have an inven-
tory,” said Rene Altami-
rano, SEDUE's director general of
prevention and control of environ-
mental pollution, who said that the

agency was conducting an indus- "

trywide survey to answer this and
other questions. “It's xmportant
that we have the numbers.” :
In both nations, environmental-
"ists and others fearful of a frees:
trade regimen say Mexico does not
possess adequate regulatory fundsg,
sufficient landfills, ‘waste removal
expertise and technology needed to

regulate polluters and properly

dispose of ever-expanding .waste
flows. The much-ballyhooed re=
cent enhanced enforcement, critics
suggest, is largely designed to craft
a get-tough public relations 1mage
to win over skeptics to the free-
trade cause.

“Our laws are good, but the
government doesn’t possess the
will and the resources to apply
them,” said Naachiely Lopez Hur-
tado, a representative in Tijuana of
the recently formed Ecologist Parw
ty of Mexico.

To Lopez and others, it seems
unlikely that a national leadership
facing a decade- -long economic cri~
sis will risk antagonizing investors,
foreign or domestic, no matter how
grievously they may sully air, land
and water. The maquiladoras gen-
erate about $4 billion annually,
making the industry Mexico's sec-
ond-largest cash provider, after oil.

Only in the past few years has
Mexico begun to enact comprehen-
sive environmental laws, often
based on U.S. statutes. This year,
Mexican regulators say they have
temporarily shut down dozens of
domestic and foreign industrial
polluters in the border region and
dispatched 50 new inspectors to the

northernmost states.

In all, about 100 inspectors now
cover the massive area, a number
everyone admits is woefully inade-
quate, though it represents a néar-
quadrupling of 1990 enforcement
staff levels. Simultaneousty, Mexi-
can authorities are seeking to elim-
inate the wholesale trading and
sale of junked U.S.-made chemical
drums that once contained hazard-
ous material used in the maquila-
doras and other factories. (Resi-
dents commonly use the drums for
storing water.)

“If companies want to be pollut-
ers and violate our laws, we don’t
want them here,” said SEDUE's
Altamirano.

While a free-trade pact would
presumably sweep away the pref-
erential tariff and duty provisions
that spawned the maquiladoras a
Guarter-century ago, experts ex-
pect that unfettered trade will
translate .into a further boom in

. such production facilities, drawn

principally by Mexico’s low pre-
~ vailing wage rates.and proximity to
Jucrative U.S. markets. That will
mean more toxic trash—an un-
gervmg prospect for the border
region’s more than 6 million inhab-
ltants
7 While maquiladora executives
‘boast that theirs is a “clean indus-
try,” the factories, which produce a
wide range of products almost
exclusively for U.S. markets—-in-
.cluding auto and aircraft parts,
Furniture, toys, computers, televi-
sions, clothing and foodstuffs—
consume and produce vast quanti-
ties of unsafe materials. Solvents,
‘Acids, resins, paints, plastics, oils,
varnishes, heavy metals and pesti-
cides are among toxins left over
after production.
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MEXICO: Some Waste Dumped Illicitly

Ithough methods of handling,

transporting and disposing of
such waste are delineated in Mexi-
can and U.S. law, transborder in-
dustrialists complain that the pha-
lanx of statutes and regulations in
the two nations stymies compli-
ance.

“The administrative policies and
the documentation of the United
States and Mexico governing ship-
ments of dangerous materials are
so voluminous, complicated, and at
times redundant, that even the
most conscientious company can
have problems complying with the
regulations,” said Mario Gutierrez,
who heads the environmental
committee of the Matamoros Ma-
quiladora Assn., a trade group
representing transnational firms in
that border city.

In April, Mexican inspectors
briefly shut down a General Motors
auto parts facility in Matamoros for
improper handling of waste. Soon
afterward, the U.S. company an-
nounced that, where necessary, it
would refit its Mexican operations
with pollution abatement equip-
ment—the kind of ‘“pre-treat-
ment” apparatus mandated in the
United States since the Clean Wa-
ter Act of 1972.

That landmark statute generally
requires that industries cleanse
effluent before discharging it into
sewers or waterways. Such pre-
treatment—considered by U.S. au-
thorities to be a seminal tool in
moderating water pollution—re-
mains embryonic in Mexico, ex-
perts say, even though Mexican
law theoretically requires that in-
dustrial wastes- undergo a similar
regimen.

“I don’t know personally of any
pre-treatment that's going on in
maquiladoras, though' it could be
under way on a small scale with
specific facilities,” said Diahn Per-
ry, director of international pro-
grams at UCLA's Center of Occu-
pational and. Environmental
Health, which conducts periodic
training sessions for Mexican regu-
lators.

Some see a double standard:
Corpordtions pre-treat their indus:
trial wastes in the United States,
but in their Mexican operations, the
same companies deposit the by-
products directly into sewage sys-
tems and waterways. “You operate
under the rules and regulations of
the country in which you're a guest
doing business,” said Jerry Bishop,

a GM spokesman.

General Motors' decision to in-
stall the kind of pre-treatment
equipment long present at its U.S.
facilities came after environmental
advocacy groups publicly accused
‘a separate GM auto components

plant of dumping xylene—a com-
mon solvent linked to lung, liver
and kidney damage and other ill
effects—into a Matamoros canal.
GM executives heatedly deny the
charge. Only minuscule amounts of
xylene may have been released,
they said. '

Before reaching the GM facility,
the canal meanders behind several
chemical and pesticide firms, most-
ly U.S.-owned, and along the
fringes of a densely populated
neighborhood known as Colonia
Chorizo. “Sometimes there’s a ran-
cid odor and we all run inside,” said
Juana Sifuentes, a mother of three
who lives in a wooden shack about
50 yards from the canal.

The scene is not dissimilar along
fetid rivulets coursing through
fast-growing eastern Tijuana and
other border metropolises. ‘

Salvador Sanchez, who has kept
pigs along the Rio Alamar in
eastern Tijuana for two decades,
said he has seen firsthand what the
toxic mix regularly ingested by his
swine has wrought: The average
weight of 4Y2-month-old piglets
has plummeted by almost one-
third during the past six years,
while sows have suffered dimin-
ished fertility, miscarriages or

greatly reduced numbers of off-
spring. Those increasingly are born
with deformities and terminal liver
damage. :

“It’s the stuff they’'re dumping in
from the American factories,” San-
chez, 69, and the father of 12,
contends. “This water has acid in
it. It has chemicals. Sometimes it’s
yellow, sometimes it's green. Un-
fortunately, 1 can’t keep my pigs
out of it.” )

Further downstream in-the Tia-
juana River, the channel that is the
drainage destination of the Rio
Alamar and much of the sewage
generated by Tijuana’s growing
population ‘and industries, EPA
tests showed high levels of various
industrial discharges. In April,
1990, levels of lead—a highly toxic
metal that can attack the brain and
nervous system—were recorded on
the U.S. side of the Tiajuana River
at 768 parts per billion, almost 100
times the U.S. maximum standard
for human health purposes.

U.S. and Mexican officials down-
play the potential health conse-
quences of the Tiajuana River’s
industrial pollutants, noting that
the channel is not a source of
drinking water, fish or other edible
aquatic life. However, the river has
long been a depository of patho-
gens found in residential sewage, a
health threat so severe that Cali-
fornia this spring declared a state
of emergency in the Tiajuana River
Valley.

Ianijuana, thousands of people
reside near the banks of the
river and its tributaries, regularly
collecting the water for washing,
livestock and irrigation.- Inhabit-
ants also make liberal use of adja-
cent wells, which are periodically
recharged with river flows. Envi-
ronmentalists and others in both
nations worry that the industrial
toxins being discharged may be
linked to long-term health prob-
lems: even more insidious than
those produced by the residential
sewage.

“I don’t want to be alarmist here,
but what is happening is that
people are being exposed to a toxic
soup in their everyday activities,”

- said Marco Kaltofen, laboratory

director at the National Toxic
Campaign Fund, a Boston-based
environmental advocacy group,
who reviewed the findings of the
EPA tests from the Tijuana area.
“There’s no way we can predict
what risk people are running for
increased cancer, liver and kidney
diseases, for other problems. All
we know is that the outcome will
be bad.”

Once in San Diego, the Tiajuana
River winds through an agricul-

tural strip before emptying into
sensitive Pacific coastal wet-
lands—a thriving habitat for vari-
ous endangered bird species. Some
fear that the toxins could work
their way up the food chain from
here. An adjacent two miles of
state beach have been quarantined
for almost a decade because of high
bacteria counts. -

Near the international boundary,
thousands of illegal immigrants
heading north on foot regularly
traverse the Tiajuana River and
adjoining channels, swamps and
ponds. Despite their haste and lack
of funds, many pause and invest 50
cents in a pair of clear plastic bags
hawked by enterprising salesper-
sons who urge northbound travel-
ers to yank the sacks over their
shoes. .

“This river can make you sick,”
said Ismael Alvarado, a 28-year-
old border vendor from Mexico
City, who said he has experienced
headaches and rashes because of
the fumes and contact with the
waters of the foul, cement-lined
channel where he daily sells chew-
ing gum, sandwiches and other
foods to migrants en route north.
“We're being poisoned here.”

Next: A U.S. factory moves south
seeking fewer environmental restric-
tions.
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MAQUILADORAS:
ENVIRONME

CULPRITS

8 What They Are:

Maquiladoras are factories and -

assembly plants, mostly
U.S.-owned, that have set up
shop in Mexico since 1965,
when Mexico City and
Washington established a
kind of free trade zone along

the border. The concept
proved attractive to firms
seeking cheap labor, relaxed
environmental and
worker-safety standards, and
quick access to the U.S.
consumer market.

% The Numbers: There are
now about 2,000 such
facilities, employing 500,000
workers, mostly in
‘fast-growing cities along

Mexico’s northern border.

2 The Products: The so-called
maquilas—after a word used in
colonial times for a
grain-milling fee—produce
everything from televisions to
toys, furniture to foodstuffs, -
almost exclusively for export to
the United States.

% The Environmental Factor: The

industries utilize vast quantities

of toxic materials, including
solvents, heavy metals and a
wide array of dangerous
chemicals. What happens to the
huge volume of hazardous
waste generated is somewhat of
a mystery, but there is
suspicion that much is being
deposited into sewage systems,
waterways, arroyos, dumps and
unauthorized storage sites in
Mexico.

' PROBLEMS AND
TROUBLE SPOTS

Fouled Waterways

Various U.S.-Mexico border
channels are polluted with
sewage, industrial wastes or
agricultural runoff:

I} Tijuana River: Flows from
Tijuana to San Diego, emptying
into the Pacific at sensitive
wetlands area. Daily carries up
to 12 million gallons of raw
sewage, spiked with industrial
wastes, into the San Diego area,
where the river flows through a
residential and agricultural zone
and into a U.S.-protected
wetlands habitat, next to a state
beach. In Mexico, thousands live
alongside the river and its
tributaries, often using its waters
for washing.

3 New River: Long considered
one of North America’s most
polluted waterways, the river
carries agricultural, industrial
and domestic wastes from
Mexicali, Mexico, to Imperial
County, Calif. Flows through
densely populated residential
areas in Mexicali, capital of the
Mexican state of Baja California.
The river empties into the Salton
Sea, California's largest lake, a

popular resort area and siteofa.*

natlonal wildlife refuge. .

c§ Nogales Wash: Flows from
Nogales, Sonora, in Mexico, to.-
Nogales, Ariz., emptying int6 the -
Santa Cruz Rlver Thereis

evidence of some pollution of .-

‘smelters and open flres have' .
‘ combmed to create 51gmf1can/
Fil

drinking wellgon:

Town/City
(Number of facilities)

Tex./Matamoros, Mexico, area.
Raw sewage and industrial
contaminants have sullied the
once-majestic river, which has
long been tamed with dams and,
in the El Paso-Ciudad Judrez
area, concrete flood-control
banks. The river is a major
source of water for drinking and
irrigation in the two nations.
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the most significant pollutant, as it

is elsewhere in California, but
inhalable particulates, sulfur
dioxide, carbon monoxide and
nitrogen dioxide are also
sometimes present in high
concentrations. There is sparse

data for Tijuana, but the city shares

an atmospheric basin—and
smog—with San Diego.

B Mexicall/imperial County:
Inhalable particulate

to reduce the offending fumes.
The Phelps Dodge smelter in
Douglas, Ariz., was shut down
and other U.S. and Mexican

Tex.: El Paso and the adjoining

community of Sunland Park,’

N.M,, have long failed to meet
-U.3, standards for various

PAUL GONZALES / Los Angeles Tin

a binational agreement designed

smelters pledged to.control sulfur
dioxide and particulate emissions.

B} ciudad Juérez, Mexico/El Paso,
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m Imports: Global trade 'rules

‘become a threat to

environmental sensibility.

' By GEORGE H. MITCHELL JR.
‘and J. PATRICK ADCOCK

In response to a complaint by Mexico, a
panel of the General Agreement on Tariffs
and Trade (GATT) has determined that a

'US. law banning the import of tuna

harvested by methods that result in the
excessive killing of marine mammals vio-
lates ‘the pringiples, norms and rules—in
short, the laws—of the mternatlonal trad-
ing system.

While this ruling is not of the magnitude
of the fall of communism, it is nonetheless
a portentous decision that will be cited in
the recounting of events that helped define
the new world order.

-According to inside accounts of the

as-yet-undisclosed finding, the GATT .

panel based its verdict on the principle that
it is .inappropriate for one .country to
dictate how others produce goods for
export. ‘Since this decision flies in the face

1/23 /]

‘A Dec131on That Rocks the Boat

of what Damel Yergin calls the Thxrd
Wave of environmental activism, whose
watchword is sustainability—a term meant
to convey the notion of environmentally.
responsible production—it makes GATT
appear largely irrelevant but nevertheless
an obstacle to a rapidly evolving new
global society.

The ruling also creates a dilemma for the
United States. The Bush Administration

appears to face a choice between violating .

GATT, which it is understandably loath to
do, or abandoning a trade measure that
supports sustainability. The latter course
could anger Congress, which last May
granted the Administration fast-track ne-
gotiating authority for a U.S.-Mexico-
Canada free-trade agreement only after
the President promised to address environ-

_mental concerns.

GATT’s Mexican tuna decision was not

an isolated event but the opening round of .
-a battle between environmental leaders

and laggards, which will ¢1d only when

‘international rules are adopted regarding

the way products are produced or harvest-
ed. This will take years, at least on a global
scale, if for no other reason than U.S.

resistance to such rules.

In the meantime, advocates of sustaina-
bility will insist that environmentally re-
sponsible production -and ‘development be
achieved worldwide by any means neces-
sary. As a result,-the GATT ruling will
either be reversed or ignored. Thus, a
sharp increase seems inevitable in the rate
at which states resort to enviro-economic
diplomacy—the use of trade, aid and other
economic instruments to promote sustain-
able production in other countries.

_The United States, under pressure from
Congress and domestic environmental
groups, will be a major practitioner of such
diplomacy. It will also be a target of it.

There is ample reason to expect that
other countries will increasingly use trade
measures to pressure the United States
into adopting environmentally responsible
production processes and consumption
patterns. If the Bush Administration thinks
that GATT. will provide a fig leaf big
enough to cover America’s envn'onmental
sms, it should think again.

George H. Mitchell Jr., a former Foreign
Service officer, is- assistant professor of
international political economy at Tufts
University. J. Patrick Adcock is a research
fellow at the Fletcher School of Law and
Diplomacy.
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Trade-Environment Linkage Gathers
Increasing Interest in GATT Circles

By JOHN ZAROCOQOSTAS
. Journal of Commerce.SpeciaI
- GENEVA — The environment
will be an .increasingly important
trade issue in this- decade and into
the next century as rich and poor
nations come to grips with a prob-
lem that has been ignored for years.

This message was strongly con--

veyed in a long debate last week at
a council meeting of* the General
Agreement on Tariffs and Trade, the
Geneva-based body that governs
most trade.

A series of environmental disas-
ters has triggered a dramatic in-
crease in public awareness and giv-
en prominence to a host of
well-organized pressure groups that
have propelled environment issues
to the top of the global agenda.

GATT's 102 member nations are
now. trying to come to grips with the
trade and environment agenda
through forceful “reactive diploma-
c .)1

Although GATT established a
body on environmental measures
and international trade in 1971, no
contracting ‘party called for it to
convene until February of this year.

Now envoys to GATT are warn-
ing forcefully of dangers to come if
the issue is ignored any longer.

Rufus Yerxa, the U.S. ambassa-
dor to GATT, warned that the body
would be ignored as a forum on the
environment if it “does not forth-
rightly discuss and deal with both

ANALYSIS

perceived and actual linkages be-
tween trade and the environment.”

Mr. Yerxa said there is no doubt
in his mind that these linkages exist
and that the policies “are intersect-
ing with greater frequency.”

Ambassador Franz Ceska of Aus-
tria, speaking on behalf of the seven-
nation European Free Trade Associ-
ation, pointed out that “other organi-
zations are taking up the trade issue,
because ‘the GATT so far has failed
to do so in this context.”

The Austrian official said GATT
risked losing credibility if it could
not come up with commonly accept-
ed solutions. .

A number of delegates said the
green lobby’s view that GATT and
free trade are harmful to the envi-
ronment was inaccurate and danger-
ous.

Others defended GATT's record
on the environment, saying the or-
ganization's 1379 code on technical
barriers to trade and the working
group on the export of domestically
prohibited goods and other hazard-
ous substances were evidence of the
body’s sensitivity to the issue. '

However, participants listed
many issues that could lead to an
escalation of disputes, overloading
an already crowded agenda.

Ambassador Paul Tran of the Eu-
ropean Community said: “GATT nei-
ther could nor should be turned into

a forum for the harmonization of
development of global environment
policies.” ‘

Many delegates indicated that en-
vironmental concerns shouid neither
lead to “unnecessary barriers or
non-tariff barriers to international
trade” nor to a new excuse for “eco-
protectionism.”

However, contrary to the sudden
interest shown by Western countries,
developing countries are calling for
a go-slow approach and are counsel-
ing “step-by-step diplomacy.”

A large number of developing
countries favor handling by special-
ized multilateral agencies, such as
the U.N. Conference on the Environ-
ment and Development, which will
be held in Brazil in 1992.

A forceful statement by Malay-
sian Ambassador Mohd Yusof bin
Hitam on behalf of the Association
of Southeast Asian Nations was a
clear signal that developing coun-
tries are not prepared to have the
rich nations set the agenda.

Mr. bin Hitam said many rich
nations were reacting to pressures
from domestic groups and resorting
to the arbitrary use of trade instru-
ments as a means of addressing en-
vironmental concerns.

Since the industrial countries
were responsible for the most pollu-
tion, he said, cooperation in resolv-
ing the problems must be in accor-
dance with the principles of
responsibility, justice, equity, capac-
ity and needs. ’

——
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By Daniel Stone

the only path to healthy economies and
higher standards of living.

In reality, free trade is a deceptive
slogan ~— multinational corporations
fet the freedom to buy and sell, but
local communities lose all control over
their resources and their environment.

Now, through the Global Agreement
on Trade and Tariffs (GATT) and Free
Trade Agreements (FTAs) with Canada
and Mexico, U.S.-based multination-
als seck to expand free trade in new
and destructive ways.

Free trade will cause increased de-
sertification and pollution around the
world. And, once again, the people
whose lives will be greatly affected (ev-
o;yone on the planet) are being left out

the deciston-making process.

_The transnationals don't want any-

one or anything standing in their way
when they seek to expand. That
includes governments, safety and
hedlth considerations, the poor, and
environmental regulations.

In the words of Harry Gray, CEO of
United Technologles Corporation,
“Such barriers as . . . package and
labelling requirements, local-content
laws, inspection procedures . . , all
inhibit world trade. We need cond}-
tions that are conducive to expanded
trade . . . This means a world-wide
business environment that's unfet-
tered by government interference.”

Lack of representation

One of the worst things about the
\GATT and the FTAs Is the complete
lack of representation for the poor
and the environment. Environmen- '
talists are not invited to the cloged-
door sessions, even the word “envi-

|_ronment® does not appear in these

agreements, and there are no

“Free trade® usually gets better press
than motherhood, or even Madonna.
Liberals and conservatives altke claim
that unrestricted international trade is

. —————
important items on the environmental
scene in North America.

The proposed U.S.-Mexico FTA
would be an important step toward a
North American Economic Commu-

| nity {Canada-U.S.-Mexico) and toward
a world in which transnational corpo-

rations could operate freely around

’ the globe without being hampered by

environmental, heaith, or safety regu- -

lations.
Canada’s forests feel trade axe
To get an idea of the
ecological damage the

Mexican FTA would

cause, it is only neces-
sary to Jook at the FTA
pushed through with
Canada in 1989. It was
pushed by transnational

corporations in both the -

U.S. and Canada who

lusted for expansion. The

environment has suf-

. fered and will continue
to suffer.

British Columbia stopped reforest-
ing because the U.S. declared that
reforesting was an unfair subsidy to
the Canadian logging industry. Under
the FTA, Canadlans cannot refuse to
sell water to the U.S. even {f the Cana-
dians are short of water, And, under
the FTA, Canada can no longer pre-
vent the export of timber or energy to
the U.S.

As a result, there has been a new
flurry of energy mega-projects in Can-
ada designed to serve U.S. markets.
Guaranteed access to Canada’s en-
ergy resources will perpetuate the {n-
efficient use of non-renewable re-
sources, hinder energy conservation
and efliciency, and serlously increase
carbon emissions to the atmosphere.

On the other side of the border,
the U.S. coal industry has called fora
weakening of U.S. environmental

mental stipulations tobe found except
those that work against the environ-
ment. There has beenalmost nopublic

regulatlons to make up for the alleged

unfair tage that Canadian utili-
ties enjay because they pay no corpo-
rate tax.

“Harmony" and exploitation

Itis unfortunate that one of the few
times the word “harmony” escaped the
lips of George Bush, it was in reference
to a device by which envlronmemal
regulations can be }

“Free” trade - the Earth Can’t Afford It

has increased.
Although some countries have sub-
shntlal new sectors of middle-class

the world. ' In the interests ol‘ﬁee

those same countries, {i.e.
.) also have growing ranks of

trade. environmental regulations
d prod Aard

-y 1.
har

ized, presumably at the lowest levels.

. In other words, more stringent and
hard-won pesticide regulations in
‘Californiawould be altered (weakened)
so-that they would average out (*har-
monize”or “balance”) with looser regu-
lations not only around the U.S. but
around the world.

Agencies such as the Codex Al-
imentarius Commission, a tiny UN
group based tn Rome, would be given
authority for formulating global stan-
dards. And since Codex sels extremely
loose standards. food safety would be
compromised.

For example. current Codex stan-
dards allow 10 to 50 times more DDT
residue on fruits and vegetables than
does the FDA. Imported foods would
be exempted from FDA restrictions on

" Alar or sulfa antibiotics. If California

sought to raise standards or limit the
import of food contaminated with pes-
ticides now prohibited in the U.S.,
foreign governments could file suit
against the U.S. for establishing non-
tarifl barriers to trade. -

Third World pays for free trade
The international economic system
is oblivious to the needs and interests
of anyone or anything without money
— namely, the poor and the environ-
ment. Because the poor and the envi-
ronment have not been consulted nor
even considered in the decision- mak-
ing process, the masses of landless
peasants have swelled over the dec-
ades and environmental degradation

continued next page

ts, forced off theirland
by both the dynamics of the interna-
tional economic system and the drive
towards modern wealth of their city
oouslns. The Third World is in the
tc position relative to the

developed world asitwasdecades ago.

The U.S.is trying to update its fm-
age and treatment of the Third World
with tough demands on poor coun-
tries to take responsibility for them-
selves In the world marketplace. This
may seem reasonable on the surface,
but it ignores the fact that billions of
people are in no position to beeome
good little and
anytime soon. Thelr lives will only be
made worse by the machinations of
free trade as proposed by the U.S.

Especially disturbing is the U.S.
proposal to abolish export restrictions
on food. Thus, countries would have
to export food even if they had a short
supply for their owm people. Keeping
food to feed one’s own people would
constitute a blockage of free trade.
Any country that sets limits on foreign
corporations for environmental or so-
clal can be retaliated against
for creating a restraint of trade.

The GATT and FTAs infringe on —
in fact, they abrogate — the sover-
eignty of local, state and even federal
governments and nations. Some have
termed them nothing Jess than “re-
colonization” — a way to institutional-
ize the flow of resources and wealth

discussion, debate or media coverage
of the extensive ccological and soclal
implications of free trade.

GATT is on the back bumner right
now — its deadline was just extended
for two years after talks collapsed, so
the bilateral FTA between the U.S. and

Meﬂcoisperhapsoneofthempslr

British Columbla stopped refor-
esting because the U,S. called
reforesting an unfalr subsidy to
the Canadian logging Industry.

from the poor countries to the rich.

FTAs on the fast track

At the present time, the military/
industrial/scientific complex is con-
trolling the global agenda with very
little resistance. and theenvironmental
and social constituencies are off bal-
ance and not united. If people really
want to preserve the environment, they
must seize the national and world
agenda, start making the plans and
proposals and let the economic inter-
ests do the responding.

Since the latest GATT round began
in 1986, negotiations have been se-
cretly directed from the White House,
without public tnput or comment.
Opposition to free trade 18 even con-
sidered a threat to national security.

The President currently has the
authority to “fast track™ (read “rail-
road”) the Free Trade Agrcements
through Congress. This means a Con-
gressperson only gets to say "Aye" or
“Nay" to the agreement. No discus-
sion. No hearings. No compromise.
No modification of or amendment to
the agreement.

A bill before Congress — S342 —
would remove the President’s author-
ity to “fast track” FTAs through Con-
gress and open them up for discus-
sion. According to Michelle Syverson
of the Environmental News Network,
“we are still trying to get co-sponsors,
‘We only need a simple majority.”

‘What You Cah Do

Espouse “fair trade” rather than
“free trade”. Call or write toyour Sena-
tors, especlally Senator Alan Cran-
ston, to urge them to co-sponsor S-
342, which would restore the right to
amend the final GATT.

Write to President Bush (The White
House, 1600 Pennsylvania Ave., D.C.
20500) and U.S. Trade Ambassador
Carla A. Hills (600 17th Street, D.C.
20506), urging them to open up the
GATT and the FTAs to broader repre-
sentation, including environmental-
ists, work safety and health experts,
and Third World representatives At
?ercsent poor countries have only a

'w representatives to cover many
complicated meetings, while the de-
veloped countries have hundreds,

Groupes to Contact for More Info on
GATT, Free Trade and Fair Trade

Institute for Agriculture and Trade
Policy, 212 Third Avenue N #300, Min-
neapolis, MN 55401; (612) 339-0586.

Fair Trade Campaign, 425 Missis-
sippi St., SF 94107; (415) 626-6314.

Environmental News Network,
1442-A Walnut Street, Suite 81, Ber-
keley, CA94709. @
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GATT begins discussion on
environment and trade

GENEVA: Informal consultations at the
GATT on the issues of environment and
trade participants reported on 15 Febru-
ary.

The European Free Trade Associa-
tion (EFTA) countries have asked for the
revival of the working group to study
the exact interlinkages between envi-
ronmental policiesand trade policiesand
leading to laying down clear rules of the
game for thisarea. (Members of the EFTA
are Austria, Finland, Iceland, Norway,
Sweden, Switzerland and Liechtenstein).

This request put forward at the
GATT Council earlier met with opposi-
tion and reservations from many Third
World countries and ultimately the
Chairman of the GATT CPs, Amb.
Rubens Ricupero was asked to conduct
consultations. (see TWE No. 12)

The first such consultations were
held on 14 February, with a large num-
ber of countries and delegates partici-

pating and expressing their views.

Thediscussions centered around the
idea of setting up a new working group,
reviving the old wotking group with
perhaps an expanded mandated and
making it open-ended and the idea of a
GATT contribution to the 1992 World
Conference on Environment and Devel-
opment (WCED).

Third World countries with some
nuances showed their considerable re-
serve over the issue of revival of the
working group and on GATT work at

this stage on environment and trade or-

studying ‘trade -related’ aspects of envi-
ronment and laying down rules.

Thebasic concern of the Third World
countries was their fears of this being
used asan additional instrument against
their exports that would hurt their trade
and development.

The experiences of the Thxrd World
in the Uruguay Round in the areas of so-

called ‘trade-related’ investment meas-
uresand ‘trade-related’ intellectual prop-
erty rights weighed heavily on most of
the countries, one participant said.

While sharing these concerns, Ar-
gentina and Brazil appeared to feel that
the working group could be used to
provide a GATT input for the World
Conference on Environment and Devel-
opment to take place in 1992 at Rio de
Janeiro at summit level.

The consultations were incomplete
and would be pursued at a later date,
perhaps in a couple of weeks, GATT
sources said.

The EFTA proposals, participants
said, were supported by most of the
Industrial Countries and particularly
Canada and the European Community.

-

The US too supported the idea.

But most of the Third World coun--

tries took a negative attitude, with India
repeating its position, stated in the GATT
Council, that it was not prepared to
accept GATT tackling ail subjects that
might have a linkage with trade.

The Indian view was supported
with varying emphasis by Asean, Afri-
can countries like Nigeria and Tanza-
nia, Jamaica, Peru and Mexico which
has already filed a complaint against
US for using environment arguments
to ban imports of Mexican tuna prod-
ucts. ‘

Some of the Third Word countries
like Peru and Chile spoke of the Envi-
ronment/Trade issue having to be
looked at from a wider perspective,

namely the foreign debt, and- Third
World development.

" Argentina referred to the tendency
to use environment issue bilaterally as a
trade barrier and stressed the need for
multilateral approach and understand-
ing to prevent its being made an instru-
ment of trade barrier.

With Brazil, Argentina seemed to
think that the working group could be
used to make a GATT contribution for
the 1992 WCED meeting. But Argen-
tina and Brazil agreed that beyong
making the contribution, work in the
GATT should wait the actions or deci-
sions of the 1992 meeting on the wider
and complex issues of environment
and development.— C Raghavan/SLUNS
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Global Trade

By PATTI PETESCH
And STUART K. TUCKER

Environmental concerns are per-
meating one more corner of interna-
tional diplomacy — the powerful
arena of global trade policy. Unfor-
tunately, the new nexus is simplisti-
cally being cast as “trade vs. green.”
Yet, applying an environmental test
to trade policies may contribute to a
more efficient and fair trading sys-
tem:. Sensitizing the global market-
place to environmental objectives
also offers an unprecedented oppor- .
tunity to promote more sustainable
development.

Environmentalists fear that cur-
rent muitilateral and regional pro-
posals for & more open international
trading system will seriously erode
their hard-won national environmen-
tal regulations. Indeed, 17 members
of the House just sent a letter to
President Bush warning that they
will oppose an extension of trade
negotiating authority unless such en-
vironmental protection concerns are
included in the upcoming negotia-
tions for a North America free trade
agreement with Mexico and Canada.

The general counsel for the Of-
fice of the US. Trade Representa-
tive, Joshua Bolten, already conced-
ed at a Washington workshop on
trade and the environment that en-
vironmental factors would have to
be considered -in the U.S.-Mexico-
Canada free trade talks, Mr. Bolten.
further attempted to allay environ-
mentalists’ worries by stating that,
“We are not prepared in this agree-
ment to see in any respect the U.S.
environmental standards relaxed.”

Trade officials preferred in the
past to keep their agendas more
narrowly focused on knocking down
the barriers to trade. They often
suggested that separate bargains be
crafted for managing related prob-.
lems such as labor standards, pollu-
tion controls or migration flows. In
fact, environmental issues never
made it onto the substantive agenda
for the current round of talks on the .
General Agreement on Tariffs and
Trade, the global organization that
sets trade rules. Environmentalists
only began making noises about the
current Uruguay Round of GATT
talks after nearly four years of
painstaking negotiations were draw-
ing to a close. o

- Nevertheless, GATT Secretary
General Arthur Dunkel has an-
nounced that the next round of nego-
tiations among: its 101 member gov-.
ernments will have to contend with
the rising number of environment-
related trade frictions. These in-

, volve national environmental poli-

cies such as import quality stand-
ards, anti-pollution subsidies,
recycling laws and export bans that
many believe are being used with -
rising frequency to serve protection-

- ist objectives.

Trade doctrine calls for a “level
playing field,” where producers .
from all nations compete on equal
terms. The United States spear-
headed efforts in the Uruguay

. Round to foster greater harmony

among countries, especially in the
abused area of agricultural subsidies
but also on trade issues such as in-
tellectual property and food safety.
When examined through an envi-
ronmental lens, aspects of these pro-
posals, which are seen as possibly
leading to an-erosion of environmen-

“-tal standards, seem troubling and

merit much closer scrutiny by pub-
lic officials. Still, the anti-trade pos-
ture that some environmentalists
are adopting will do little to serve
their objectives.

The food safety debate illustrates
this dilemma. The U.S. proposal has
two goals: to reduce the gray area
between genuine food safety stand-
ards and not-so-genuine safety regu-
lations that nations are using simply

.to block competitors’ food imports;
and to set-up a more viable process

for dispute resolution. Accordingly,
the minimum standards for such
things as pesticide residues on fruits
and vegetables would be set by an.
existing scientific U.N. body known
as the Codex Alimentarius Commis-
sion, and all nations ‘would be en-
couraged to raise standards where
necessary.

‘Environmentalists worry that if
these rules go into effect, interna-

.tional pesticide standards — often

lower than US. or state laws —
would be reduced to the least com-
mon denominator. The United
States, for example, could be chal-
lenged in GATT to change its import
standards (or California’s) and ac-
cept foods with higher levels of pes-

ticides, such as DDT, than are cur-
rently allowed under national law.

- US. agricultural exporters con-
tributed directly to efforts to stasnd-
ardize the regulations international-
1y. On the one hand, they want more
reliable access to foreign markets;
on the other hand, lower standards
in other markets puts them at a
competitive disadvantage. The de-
veloping countries signed on to these
objectives,too. They are betting that

the benefits of more predictable
markets will -outweigh their added
production costs when their stand-
ards must rise.

More generally, developing coun-
tries argue that massive poverty,
rather than trade, is exacting the
highest environmental toll.

The challenge for. environmental-
ists lies not in resisting efforts to

* harmonize trade. Rather, it is to en-
sure that trade policies do not weak-
en US. domestic standards but in-
stead exercise a sdlutary effect on
international standards. First, the
skilled input of environmentalists
‘will be needed to develop criteria
for adopting appropriately vigorous
standards on environmental grounds
rather than on protectionist grounds.
Second, their continued vigilance
will be required to prevent efforts to
roll back the standards.

Environmentalists began sound-
ing alarms over the potentially
harmful impact of some of the Uru-

" guay Round proposals much too late
"to affect the course of negotiations.

Yet, other opportunities exist. Most
immediately, the upcoming North
American trade talks present an his-
toric opportunity to deepen the envi-
ronmental agenda. Now that envi-
ronmentalists have captured the
attention of trade officlals, it.is to
their advantage to support legiti-
mate trade liberalization efforts and
to work within those negotiations to-
ward the adoption of sound environ--
mental standards.

Patti Petesch is an associate and
Stuart K. Tucker is a fellow of the
Overseas Development Council, a
non-profit research organization in

Washington.

Turns ‘Green’
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. ‘The transnationals are pushmg

¥ governments to the wall and saying that
4 [they] want “more flexibility,” [which
g means] more monopoly powers.’

LOS ANGELES TIMES

dactivities in the remaining primary rain
i forests must be stopped.’
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E. ‘The small firms, the small countnw,
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Marti
Fighting to Save Rain Forests
and the World Environment

- By Jane Ayers

HOUSTON
M artin Khor’s unpretentious and calm demeanor belie his fearful message:

“The Earth is in great danger” because of deforestation, global warming
and government inaction in the face of such threats. Yet in urging the
industrialized nations to change the production and consumption habits that
endanger the global environment, he notes, “We all have a little Imelda Marcos
in us. We all have our walking shoes, our Sunday shoes, our play shoes, and
tennis shoes.”

At 39, Khor is director of the World Rainforest Movement, based in Penang, -

Malaysia, and Third World Network, a coalition of more than 200 non-govern-

mental organizations. Recently, he was a primary speaker at the Other .

Economic Summit in Houston, where he eloquently spoke on the negative
implications of the General Agreement on Tariffs and Trade on the
environment and the Third World.

Khor, a widely respected economist and environmentalist, was a representa-
tive and speaker at the EnviroSummit, which coincided with the summit of the
seven leaders of the highly industrialized countries in Houston. The resuilt of
the meeting, attended by more than 150 international environmental groups,
was a six-point plan of critical actions that world leaders must take if they are
true to their environmental promises of last year in Paris. The proposals dealt
with global warming, energy, ocean pollution, biodiversity protection and
assistance for sustainable economic development in Third World countries.

In presenting the Third World perspective on trade, development and
North-South relations, Khor, a Malaysian, eschews the “us against them”
approach. Instead, he gently, but firmly, pushes for acceptance of a new
standard: that “Third World peoples need to be represented because the
decisions of the richer nations affect them tremendously.”

In Malaysia, Khor is research director of Consumers Assn. of Penang, a
nonprofit organization that fights for the rights and interests of Malaysian
consumers. He is also vice president of the Friends of the Earth, which, in 1988,
was awarded the Right Livelihood Award (the “alternative Nobel Prize”) for
its environmental work in Malaysia, especially its battle to save tropical forests,
including the world’s oldest, in Sarawak.

Khor is married to anthropologist Evelyne Hong, who has lived with the
Kayan tribe of Sarawak. They have a 10-year-old daughter Although he
harbors a desire to be a poet, Martin’s wmmg priority is to educave the rest of
the world on the problems of the Malaysian rain forests.

ts of the G ! Ag
Tariffs and Trade, currently bemg
negotiated in Geneva, are destructive to the
Third World. What do you mean? ]
Answer: The Uruguay Round would
like to restructure GATT to magnify its |
powers to include such services as bank-
ing, electronics, telecommunications and
insurance . . . to become the enforcement
agency for investments of companies
worldwide ... plus protector of the
intellectual property rights of the trans-
national companies. If these proposals go
through, and the industrial countries
persuade the Third World countries to
agree, what we are going to see is the
transformation of GATT into a charter for |
transnational corporations . . .. What is
happening at the GATT talks is that the
industrial countries—representing the
transnational companies’ viewpoint—are
saying that we must remove the regula-
tory powers that governments now have
over the transnational companies.

Quesﬂon You have suid that oemm

Q: Are you saying that the transnationals
will be not be accountable ta the countries
they conduct business in?

A: Yes. The small man and the smalil
woman, the small farmers, the small
firms, the small countries, the small
consumers, the environmentalists—they
are being asked to sacrifice their interests
at the altar of “free trade,” which actually
means increasing the rights of the trans-
nationals.

Q: The advocates of the GATT agreement
say that it will allow freer trade among |
Third World countries and, in the long |
run, help Third World countries. Why do
you disagree?

A: Of course, if trade is conducted in a
fair manner, it will mutually benefit all
partners. But when you have partners
who are not equal—when you have one
partner who is very strong and another
who is very weak—then you apply the
principles of free trade. A sports analogy
would be to have Carl Lewis and a
3-year-old "African child compete in a

ALAN POGUE / lor The Times

race. . . without giving a handicap to the
African child. That might be free trade,
but it is not fair trade. Fair trade would
benefit both partners only if you had a
Car} Lewis running against a Ben John-
son.

What needs to be recognized is that
Third World countries, because of coloni-
al rule and so on, have very weak
domestic capacities—very weak local
companies—that will not be able to

compete on fair terms with the transna-
tional companies. These Third World
countries must thus get certain handicaps
or privileges until such time that they are

KATHLEEN HENDRIX / Los Angelea Times
An abandoned timber road in the
Sarawak rain forest in Malaysia. The
provinclal government refuses

_ tostop the logging.
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able to compete fairly on the world
market.

" Q: In what way would a liberalized GATT
hamper environmental efforts within. the
Third World countries?

A: If a government wants to stop the
export of the country’s very precious
natural resources—tropical wood, for ex-
ample—it might be accused of being
against the principles of free trade. If a
government would like to ban the import
of toxic waste or of food considered
dangerous because of excessive pesti-
cides, it might be similarly accused. . . .

A few years ago, for example, Indonesia
proposed to ban the export of rattan, an
important tropical-forest product that is
getting scarce. The U.S. and the Europe-
an Community raised objections in GATT,
saying Indonesia’s. action was . agamst
GATT prmcnples and freetrade. . . . .

‘What is happening is that the transna-
tionals are pushing governments to the
wall and saying that [they] want “more
flexibility” in order that “free trade” can
be unhampered. . . . In reality, “flexibili-
ty” means more powers, more monopoly
powers. . . . For free trade, they actually
mean more freedom to operate as they
want to. . . . So as the Cold War winds
down.. . . what we are going to see is an
intensification of the competition among
the muitinational companies and the mul-
tinational companies with other sectors of

society such as governments, legislatures,
the public, the small firms and medium-
size firms.

Q: You live in Malaysia, the home of the
Sarawak rain forest. It is the oldest living
rain forest, with the highest concentration
of plant-specie varieties. What is happen-
ing to it?

A: 1 think Malaysia 'is the largest
exporter of tropical woods in the world—
about 70% of the world’s supply of raw
logs.

We are currently facing a very severe
deforestation problem. Every year, about
800,000 hectors of our forests are being
depleted, the majority primary forests. So
it is a very serious situation. We are
looking at very serious ecological conse-
quences—the tremendous loss of biodiv-
ersity, the pollution of the river systems,
the-erosion of the soil, the destruction of
the forces of livelihood of half a million
native people. It’s really an ecological—
and economic—catastrophe that is now
occurring.

Q:- Why is the Mahysum government
!/ g such defor to take
place?

A: It appears the federal government is
unhappy with the Sarawak rate of defor-
estation, especially since most of the logs
are exported raw, thus earning the coun-
try minimal income. It recently an-
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nounced its intentions to ban raw-log
exports from Sarawak and Sabah [another
Malaysian state in Borneo]. But, con-
stitutionally, the Sarawak state govern-
ment has jurisdiction over the forests, and
it has resisted any logging slowdown. In
fact, it has allowed logging to speed up
despite native and ‘environmental pro-
tests. Besides timber being a major state
revenue earner and job genérator, there
are vested interests who obviously bene-
fit from continued logging.

Q: So the issue of sovereignty is also

:;mpommt in the struggle against deforesta-
on?

A: If we define sovereignty as the right
of peoples to determine their own culture,
their way of life, the way in which they
would like to participate with and com-
municate with other people, these native
peoples, many of whom are living in or
near the forest areas, are finding that
their way of life, their cuitures, their
livelihoods are being decimated .. . . by
people coming from the outside world and
removing lands and forests that have
been 'theirs for thousands of years. Most
adversely affected are the 10,000 Penan
people who live in the forests. Most of
them are nomads or seminomads; they
have been in the forefront of a very big
battle to defend the forests by setting up
barricades on the roads or the trails that
lead into the forests. So far, their plight is
worsened. [Their action] has not managed
to stop logging in any significant way. But
it has made the world aware of the
problems, the human problems, as well as
the ecological problems, of deforestation.

Q: What do you propose the world
leaders do about the alarmingly fast rate of
deforestation in Malaysia’s and other coun~

-tries’ rain forests?

A: It is very important that all logging
and all development activities in the
remaining primary rain forests be
stopped. In secondary rain forests and in
the degraded rain forests, we could have
reforestation programs. We could even
have tree plantations, but they must be of
tree species native to the areas so that
they do not disrupt the environment. . . .
This [should) be done as soon as possible;
otherwise, the forests will be wiped out in
maybe 20 years.

For this to become practical and real,
two conditions have to be met. First, the
developing countries need to recognize
that the Third World countries are being
asked to save the forests on behalf of all
humanity and not only on behalf of
‘themselves. For this to happen, the Third
‘World countries—I think quite fairly and
justly—are asking for some kind of com-
pensation mechanism on the ground that
the developed countries have already
harvested or wiped out their own primary
forests and, therefore, contributed to the
greenhouse effect. . . .

So if we want the tropical countries to
preserve their rain forests, there has to be
some kind of mechanism through which
the developed countries compensate the
tropical countries for preserving their
forests. Once this principle is accepted—
as the principle of compensating or fund-
ing the Third World for transfer of
technology on reducing chlorofluorcar-
bons in the CFC protocol—we can work
out a formula of compensation.

The second condition is that the devel-
oping countries take pressure off the
forests by giving more land to the land-
less farmers. One of the causes of defores-
tation is. . . the burning of the forests by
poor settlers who have no land because of
the very unequal distribution of land
resources in their country. Some kind of
redistribution of land or the provision of
land to poor farmers through land reform
or other means will . . . remove pressure
from the forests and stlll give the poor a,
livelihood of agriculture—but not on
lands that are now planted with forests.

In other words, we have to evolve
principles for sustainable development.
That we have development in the Third
World that is ecologically viable and, at
the same time, economically satisfies the
basic needs of people. It is even more
important to have sustainable develop-
ment in the industrialized countries,
where their system of production is now
no longer viable--it is already obsolete.

In the context of the survival of Earth,
you have to restructure your economy,
your type of development and your
consumption patterns so that the race for
production and the race for consumption
is very much reduced. This is the key to -
solving the problems of the greenhouse
effect, and of all the other .ecological
problems like toxic waste and so on. At
the same time, I think the world would be

a happier place to live in.

Q: Are you saying that envir tal
muesmtwdtothetradeissuestobé_
covered in the new GATT?

A: Trade and economy issues are very
integrally linked to environment issues.

-If, for instance, we would like to save the

rain forests along the lines proposed
(above} . .. It ‘would call for strong
regulations on the part of governments.
This is against the principles of the
Uruguay Round and the new GATT talks,
which calls for minimal government par-
ticipation in economic decision-making.
So we have to actually make a very .
important decision: Is the survival of

"Earth and the rights of the majority of .

people on this Earth important?

In which case we need strong action by
government to control the bad activities
that are destroying the rain forests and
are causing all the other problems of
climatic change and toxic waste, etc.
Strong governmental action to regulate
companies and people who have an im-
pact on the economy and the environ-
ment is also needed. Now, this seems to be
counter to what the GATT talks are
aiming to do—to remove the powers of
government to regulate economic activi-
t;

Y- .

‘We have come to a crossroads in these
last 10 years of our century. Will the
environmental movement and the con-
sciousness that we have to save the
Earth—and, therefore, the right of peo-
ples and governments to take action—
win? Or will the multinationals, which are
asking for more and more powers to
operate in an environment in which there
are minimal regulations from govern-’
ments, be the trend that succeeds? . . .

These two trends are contradictory.
. . - Both are very strong. One is a public
trend, and one is very important for the
public to make up its mind about. And for
our government and legislators to be
aware of them and to play a balancing
role so that the right choiceismade. 0O

Jane Ayers, a free-lance writer based in
Austin, Tex., is the author of “Hearts of
Charity,” to "be published by this fall. She
intervi d Khor in H 1
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International Trade:
In Search of an Enwronmental Consclence

by Steven Shrybman

Maryland.Port Administration photo.

Trade agreements can substantially
undermine national and
international efforts to address
ecological problems by ignoring the
environmental implications of the
economic forces they put into play or
by deliberately subordinating
environmental concerns to economic
objectives. For much of the world, trade
practices determine the scale and
character of resource exploitation and
use. This is particularly true for many
developing countries where export of
basic commodities and resources often
represents more than 50 percent of
Gross Domestic Product.

(Shrybman is Counsel for the Canadian
Environmental Law Association.)
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Shipping—a symbol of international trade.
The Maersk shipping line, headquartered in
Denmark, is a weekly visitor at Dundalk
Marine Terminal in Baltimore, Maryland.

Unfortunately, these and other
trade-environment linkages are poorly
understood and rarely recognized. The
outmoded notion persists that the -
economy and the environment somehow
exist independently of each other.

The rules that govern most world
trade are set out in the General
Agreement on Tariffs and Trade
(GATT), which is currently being
renegotiated. Other important trade
negotiations have either just concluded,
like those between Canada and the
United States, or are
underway—between the United States
and Mexico, and among the member

nations of the European Community.
The results of these negotiations will
greatly influence global economic
activity for the 1990s, the decade that
will, from an ecological perspective, be
the most critical in human history.

Nowhere is the failure to integrate the
environment and the economy clearer
than in the GATT negotiations in
which, with only limited exceptions,
evaluating the environmental
implications of trade proposals is not
even on the table. To make matters
worse, the negotiations are veiled in
secrecy, and virtually no opportunity
exists for public comment or debate.
Since environmental organizations, in
particular, are excluded from the
process, trade proposals are routinely
put forward without any consideration
whatsoever of their potential
environmental effects. The most likely
outcome of such a process is trade
agreements which enshrine economic
principles that are often at odds with
environmental objectives.

There are some bright spots on the
horizon. Governments are beginning to
heed calls from the Brundtland
Commission and others to integrate
environmental and economic policy,
development, and planning.

The G-7 economic summit in July
1989, for example, placed an

‘unprecedented emphasis on

environmental issues. The final
communique from Paris addressed the
“urgent need to safeguard the
environment for future generations” anc
recognized that “environmental

_protection is integral to issues such as

trade . . .."” More recently, at a meeting
on sustainable development in Bergen,
Norway, ministers from the Economic
Commission for Europe, representing
Eastern and Western European and
North American countries, agreed to
“accelerate . . . the dialogue on the
inter-linkages between environmental
and trade policies . . . to ensure that
trade does not bring about harmful
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environmental consequences.”

However, while the need to integrate
environmental and economic planning
is gaining acceptance in theory, only
tentative efforts are being made to
actually put the principle into practice.
While governments proclaim the
principles of sustainable development,
many important national and
international “economic” institutions
remain largely unaware of or indifferent
to them.

Ignoring The Environment

Having considered the overall situation,
let’s examine some specific examples. In
the language of multilateral trade, the
agenda of current negotiations is to
“liberalize” international trade by
reducing import and export controls and
by eliminating “non-tariff trade
barriers.” Let’s consider each aspect of
this trade agenda from an environmental
point of view. ’

Export Controls and Sustainable
Resource-Management Policies: For
countries seeking to conserve
non-renewable resources, the ability to
control exports is often critical. Just as
import controls, such as tariffs, can be
used to protect local manufacturers,
export limitations, such as quotas, can
be used to protect indigenous resources.
However, the GATT currently restricts
the right of governments to control
exports, and the objective of ongoing
GATT talks is to further limit that right.

Not surprisingly, eliminating natural
resource export controls is of
considerable interest to developed
countries that have co-opted the largest
share of those resources and would like
to ensure that such resources remain
freely and cheaply available. North
America, for example, which represents
6 percent of the world’s population,
consumes 25 percent of its energy
resources. Developed nations as a
whole, representing approximately 20
percent of the world’s population,
consume 80 percent of its natural
resources.

To fully appreciate why controlling
exports is critical to developing
countries, it is important to note that

international trade is carried out largely
by private corporations, not national
governments. For example, according to

. a survey by the United Nations Center

on Transnational Corporations:

Eighty to 90 percent of the trade in
tea, coffee, cocoa, cotton, forest
products, tobacco, jute, gopper,
iron oré, and bauxite is controlled
in the case of each commodity by
the three to six largest
transnationals.

Transnational corporations also
control “80 percent of the world’s land
cultivated for export-oriented crops.” In
exercising this control in the developing

world, they have encouraged the

Recent developments in
Eastern Europe and the plight
of many countries in the Third
World underscore the need to
reconsider current trade
policies and agreements ....

expansion of agricultural and resource
production to serve export markets,
rather than the needs of local people.
The impacts can be appalling. For
example, the Brundtland Commission
has noted that during the 1980s, when
drought and hunger were taking hold in
the Sahel region of Africa, five countries
in the region produced record amounts
of cotton.

Less apparent, but probably even
more destructive over the long term, are
the ecological consequences of such
policies. As the Worldwatch Institute
points out, the wholesale export of vital
resources from countries that are not
self-sufficient in food or other essential
resources has often lead local peoples to
over-exploit remaining resources, such
as rain forests, simply to eke out the
barest existence.

Import Controls and Environmental
Regulation: The most familiar type of
import control is the tariff, and another
objective of the GATT talks is to achieve
“a substantial reduction or, as
appropriate, elimination of tariffs by all

participants.” Eliminating import

controls is likely to undermine
environmental initiatives in several
ways.

To begin with, there is growing
evidence that the developed world is
transferring its polluting industries and
wasteful “resource- management”
practices to the developing world.
While quantification is difficult, a study
undertaken for the Brundtland
Commission estimates that in 1980
developing nations would have incurred
over $14 billion in pollution-control
costs had they been required to meet the
prevailing U.S. environmental
standards. For an industry able to
export goods to the United States free
from tariff restrictions, the absence of
pollution-control costs can be an
attractive incentive to relocate or
establish new operations. This not only
discourages environmental regulation in
the developing world, it pressures
developed countries to weaken
standards, or avoid new ones, in order
to keep industry at home.

The same dynamics have encouraged
a flourishing trade in hazardous waste.
As documented by the Worldwatch
Institute, disposal costs in some
developing countries are as low as $40
for wastes that would cost as much as
$250 to $300 to dispose of in the United
States. Specific instances have been
documented of hazardous enterprises
associated with the asbestos, smelting,
and chemical industries being
transferred to developing countries.
Often desperate for economic growth,
these countries have simply been
willing to accept risks of environmental,
public, and occupational health
consequences. While efforts are under
way to negotiate treaties to control the
trade in hazardous waste, the thrust of
current policies to weaken controls runs
counter to them.

Subordinating Environmental
Objectives

Environmental Regulation as Non-tariff
Barrier: Another way in which trade
agreements can defeat environmental
regulations is to attack them as
non-tariff barriers. A recent decision by
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the Court of Justice of the European
Community illustrates how
environmental programs can be forced
to take a back seat to a country’s trade
obligations.

The case before the European Court
concerned Danish laws that required -all
beer and soft drinks to be sold in
refillable containers. As noted by the
Court, Danish regulations were “highly
effective” and made no distinction
between beverages bottled in Denmark
and those imported to the country. -
Nevertheless, other member states of the
European Community objected, as did
retail trade associations. Both
complained about the costs of collecting
used bottles and argued for the right to
sell disposable containers.

In considering these complaints, the
Court took into account the European
Community treaty which imposes a
duty on all member states to preserve,
protect, and improve the quality of the
environment. (No similar obligation
exists under GATT.) It found the Danish
regulations to be just such measures and
accepted. them as genuine and
successful. However, the Court went on
to find that Denmark had failed to prove
that its reuse laws were “not
disproportionate to achieve a legitimate
aim.” While Denmark could require a
deposit on all beverage containers, the
Court reasoned that it could not require
them to be reusable.

Even though.it acknowledged that no
actual restraint of trade had occurred
the Court concluded that:

There has to be a balancing of
interests between the free
movement of goods and )
environmental protection, even if
in achieving the balance the high
standard of the protéction sought
has to be reduced.

This case illustrates that when
environmental laws are characterized as
non-tariff barriers to trade, legitimate
environmental programs can be
relegated to second-class status and
subordinated to trade objectives.
Opponents of environmental regulation
now have an important new tool to
challenge environmental initiatives.

The Lowest Common Denominator: The
U.S. government has proposed to-
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harmonize certain standards under
GATT so that food safety standards
governing pesticide residues and food
additives would have to conform to
international norms. Clearly, the
development of international
agreements around environmental
standards is desirable. However, there
are reasons to suspect that the intent of
the proposals is to lower environmental
standards to a common denominator.
First, harmonization proposals are
being promoted by those who are often
outspoken critics of efforts to strengthen
food safety standards in the United
States and Europe. For example, the
U.S. Department of Agriculture is a
principle advocate for harmonization.

If trade policies continue to be
advanced without regard for
their environmental
consequences, the result will
be agreements that inhibit or
defeat much-needed progress
on the environment.

The department describes
harmonization as an answer to

. regulatory initiatives that it considers

unjustified, including Europe’s ban on
bovme-growth hormone and California’s
rigorous pesticide initiatives.

Second, harmonization proposals
would give the responsibility for setting
food-safety and environmental standards
to international scientific panels. Ethical
and social considerations could be
ignored, and the role of elected and
democratic bodies, like the U.S.
Congress, would be weakened.

" Finally, and perhaps most telling, the
proposed harmonized standards would
operate as a ceiling but not as a floor for
environmental regulation. To illustrate:
Any country that established food-safety
standards tougher than international

" norms, and applied those standards ‘to

imports as well as domestic products,
would risk suffering retaliatory trade
sanctions; on the other hand, a country
that failed to live up to international
standards might lose access to certain
markets but would not be sub]ect to
‘GATT sanctions.

New Imperatives

Recent developments in Eastern Europe
and the plight of many countries in the
Third World underscore the need to
reconsider current trade. policies and
agreements and to hammer out new,
equitable policies that promote
sustainable patterns of development.

" GATT initiatives must be developed

quickly to make environmental
protection and sustainable resource
management explicit and central themes
of any new or renegotiated trade
agreement. ‘

It is not too late to inject these
imperatives into current trade :
negotiations. While the details will need
considerable work, several general
principles can be identified:

® The rlght of all countries to
determine, in good faith, their own
environmental and resource policies

free from the threat of trade sanctions

® The right of all countries to protect
domestic producers from competition in
which advantage is gained at the
expense of the environment -

® The need for international
environmental standards to operate as a
floor rather than as a ceiling: They
should set a minimum level of
environmental regulation that all must
meet

® The need for a new approach to trade
negotiations and dispute resolution that
is more open, democratic, and
accountable

® The imperative to thoroughly
consider the environmental
consequences of trade proposals before
commitments are made to them:

If trade policies continue to be
advanced without regard for their
environmental consequences, the result
will be agreements that inhibit or defeat
much-needed progress on the
environment. The task before us is to
define the relationships between trade
and the environment, and having done
so, to develap trade agreements that will
sustain our ecosystem, rather than
destroy it. D

19







EETING IN SECRET, US. GOVERNMENT NEGO-
tiators are revising the rules of international
trade. If they persuade the 98 members of
the General Agreement on Tariffs and Trade
(GATT) to adopt their radical proposals, envi-
ronmental protection could suffer for years
to come. :

Since 1948, international trade has been
govemned in part by the GATT agreement.
GATT is a rule book that establishes how com-
panies in different countries should buy and
sell their products. About once every five years,
the world's trade ministers meet, usually at the
urging of the United States, to renegotiate the
rules of the agreement. For the most part, these
reforms have been restricted to encouraging
nations to stop placing taxes on foreign goods.

Four years ago, the world’s trade minis-
ters met at a posh seaside resort to begin the
“Uruguay Round” of negotiations. This time,
the United States is pushing for a bigger prize.
They want the rule book to be rewritten and
expanded to permit international corporations
to set up shop in any comner of the world with
as little government interference as possible.
This means free access to natural resources
with the minimum of social and environmental
“strings” attached—few regulations, emissions
standards or other hedges against pollution,
habitat loss or exploitation of labor. Any nation
that decides to impose limits on the rights of
foreign companies, for environmental or social
reasons, can be retaliated against for creating
a “restraint on trade™ ' '

The Bush administration will present the
new GATT as a more perfect realization of
“free trade” Through arrangements like the
recent trade agreement between Canada and
the United States and the “borderless. Europe”
of 1992, national governments are organizing
the global economy around this definition of
free trade. It is a concept that meets with either
blank stares or unquestioning approval from
most people in the developed world. Because
the news media has focussed narrowly or not
at all on the implications of rewriting the rules
of international business, few Americans are
well-informed enough to comment.

'But_many scholars, environmentalists,
labor and human rights activists and Third
World leaders are strongly opposed to the
notion of free trade as defined by corporate
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interests and their allies in the US. govern-
ment. If the United States gets its way in the
Uruguay Round, they contend, much of the
authority to protect the environment, food,
labor and small businesses will be taken from
communities, states and nations and put in the

hands of government-appointed trade minis- -

ters, multinational corporations and obscure
international agencies.

N 198L, IN RESPONSE TO A GROWING GARBAGE
crisis, Denmark passed a law requiring that
beer and soft drinks be sold only in returnable
bottles. In 1987, the European Commission
took Denmark to the European Court of Justice,
arguing that the law was an unfair restraint on

' ﬁeeiradcb’e_museitimposed,inthewordsof

the Economist, a “disproportionate level of envi-
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WHO'S IN CHARGE HERE?
When ambitious plans to turn GATT into an
international trading authority fell apart in
1948, GATT attained an unusual status as
an international “agreement.” While treaties
require approval by two-thirds of the U.S.
Senate, both houses of Congress, under
special “fast-track” legislation, have just 90
days after negotiations end to either approve
or sink GATT by a simple majority. Our
elected officials cannot amend or modify the
agreement; a simple yea or nay must suffice.
Since the Uruguay Round began in
19886, GATT negotiations have been directed
from the White House in secret, and without
public input or comment. Any opposition
to Washington's strict carrot-and-stick
trade strategy is considered a threat to
national security. In 1988 Europe boycotted
U.S. beef because of the high levels of hor-
mones used to fatten the cattle. In retali-
ation, U.S. trade officials slapped stiff duties

- on a variety of European food in an effort to

persuade them to abandon their concerns
for human health.

When Texas Agriculture Commissioner
Jim Hightower unveiled a plan to send
hormone-free Texas beef to Europe, U.S.
Secretary of Agriculture Clayton Yeutter
publicly raised the possibility of prosecuting
Hightower under the Logan Act, which pro-
hibits “any correspondence...with any for-
eign government... to defeat the measures
of the United States.” When Mark Ritchie, a
trade analyst with the Minnesota Depart-
ment of Agriculture, circulated to-members
of Congress the Bush administration’s sub-
mission to GATT about soybean subsidies,
conservative columnist Warren Brookes,
considered an informal spokesperson for the
White Housse, suggested that the junior ana-
lyst “deserved to go to jail.”

Despite the increasing “statelessness”
of multinational corporations, U.S. trade pol-
icy is emerging as a national security issue.
it is replacing the Cold War as the new
“good fight,” a battle that this time is being
fought solely in the interests of big business.
According to the New York Times, the super-
secret National Security Agency, the U.S.
government's $10-billion-a-year interna-
tional eavesdropping apparatus, has drafted
a plan to shift its efforts from monitoring the
Soviet Union to spying on world trade.
“When trade policy becomes a U.S. national
security issue,” says Ritchie, “then countries
that try to defend their workers or their envi-
ronment become the-enemy, and the people
who fight for their rights here are labeled
criminals or spies.”
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ronmental protection” This year the court
backed Denmark, but only on returnable bottles.
A plan to demand refillable bottles from indus-
try was struck down as a restraint on trade.
Canada’s western forests are also victims
of free trade. After being pushed by the Bush
administration, British Columbia ended a
government-funded tree-planting program.
Planting trees, the United States argued, wasan
“unfair subsidy” to Canada’s timber industry.
This is how free trade can destroy the
environment. The examples from Canada and
Denmark are just the beginning of what may
well become a full-scale trade war on the plan-
et’s natural resources if US. GATT proposals
are accepted. “GATT represents an unprece-
dented abolition of national sovereignty on
the part of nations around the world” says
David Morris of the Institute for Local Self-
Reliance. “Under the new GATT rules)’ says
Martin Kohr, an analyst with the Malaysia-
based Third World Network, “the country that
exploits most, whether it be the environment
or the worker, wins” These proposed reforms
will affect all aspects of national policy. Some

examples:

HEALTH STANDARDS
In recent years, California voters approved the
anti-toxic Proposition 65 initiative, state legis-
lators have passed air-quality and waste-disposal
regulations that are more stringent than federal
law, and European governments have adopted
measures that prohibit the import of beef con-
taminated with artificial hormones.

USS. negotiators are proposing to “harmo-
nize” standards governing food safety to elimi-
nate what they call “nontariff” barriers to trade,
such as food-labeling or recycling requirements.
Instead of allowing local, state or national gov-
emments to set standards, US. negotiators
would make international standard-setting
bodies, such as the UN’s Codex Alimentarius
Commission, responsible for creating uniform
global food standards.

Because this tiny agency based in Rome
sets extremely low standards for some com-
modities, the proposal to make Codex respon-
sible for food safety would degrade protection
for consumers and the environment. Current
Codex standards, for example, would allow the
import of bananas containing up to 50 times
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the amount of DDT permitted by the US.
Food and Drug Administration. It would allow
a10-fold increase of DDT residues in imported
carvots and potatoes, a 20-fold increase in straw-
berries and grapes, and a 33-fold increase in
pineapple, broccoli and lettuce. Under GATT
rules, if California, for example, attempted to
set higher standards or restrict the import of
food contaminated with pesticides now banned
in the United States, foreign governments could
sue the United States for establishing nontariff
barriers to trade. When trade barriers come
down in Europe in 1992, West Germany faces
the prospect of being forced to import captan,
the toxic fungicide banned by Bonn but used
freely in Denmark and Great Britain.

Under the new GATT rules, U.S. efforts
to label tuna as dolphin-safe, Denmark’s ban
on the use of polyvinylchloride food contain-
ers, British rules on labeling irradiated food,
and the West German law requiring bei'emge
containers to be recyclable could all be attacked
as nontariff trade barriers by governments at
the behest of corporations that consider them-
selves disadvantaged.

NATURAL RESOURCES
U.S. negotiators are eager to prevent countries
from restricting food exports for any reason,
even when they are facing food shortages at
home. In addition, they want to eliminate export
restrictions on natural resources, such as the
raw log export bans adopted by Asian and
Pacific nations to slow the destruction of
rainforests. GATT rules could make it extremely
difficult for countries anywhere to develop
their raw materials and natural resources on a
sustainable basis. Proposed GATT rules could
also prevent countries from restricting the
import of goods, such as hazardous wastes,
simply because they apply higher environmen-
tal standards than other countries.

s U B 8§ I D I E S
US. negotiators want to climinate agricultural
subsidies. USS. family farmers annually receive
about $40 billion in aid from the federal gov-
emment, most of it to support commodity
prices, but some of it to promote soil and water

conservation. This includes Iand set-aside pro-

grams designed to allow the soil to recover its
natural fertility. All of this would go out the
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WHO ARE THESE PEOPLE?

if the U.S. GATT amendments are accepted
and the U.S. Congress gives the deal its
approval, private international corporations
will take a big step toward gaining free access

- to the markets and the natural resources of

the entire world. The people pushing these

" proposals, the Bush Administration’s nego-
tiators and trade representatives, are said to
- have the United State’s interests in mind.

Perhaps not. The problem is that the

" allegiance of the multinational corporation

to its “headquarters” can no longer be
assumed. The world’s biggest companies
are in fact stateless. Roughly half of the pro-
duction and sales of many major “U.S.” cor-
porations takes place overseas. Ford owns
25 percent of Mazda; General Motors, 34
percent of Isuzu and 5 percent of Suzuki;
Chrysler, 25 percent of Mitsubishi. Toyota
recently announced it had hired five large
U.S. semi-conductor firms to develop com-
puterized auto parts. Last year, Sony bought
Columbia Pictures. “The United States does
not have an automatic call on our resources,”
says Cyril Siewert, a vice-president at .-

‘Colgate-Palmolive. “There is no mmd-set

that puts this country first.”
So who are these people? Before Carla
Hills was confirmed as U.S. Trade Repre-

sentative (and therefore chief GATT negoti-

ator) in 1989, she registered in 1985-86 as

- aforeign agent for Daewoo Industrial, a

giant South Korean conglomerate that pled

_ guilty in 1985 to steel-dumping charges.

Daewoo hired Hills and her husband Roderick
to defend it from fraud and conspiracy '

" -charges and paid their law firm $1 3 mlllloﬁ
in fees during 1985-86. :

- Roderick Hills also has reglstered as a

foreign agent for C. ltoh, a huge Japanese
" trading company with annual sales greater
i« - “than the total domestic product of Denmark.
“: M. Hills aggressively lobbied against con-
- _gressional sanctions aimed at Toshiba, a C.
“_ toh subsidiary, for selling military technol-
.. .. ogy to the Soviet Union. The Hills’ daughter

Laura has beén a trade lawyer for a Wash-

- ington firm that represents Toshiba Amenca

nd Sony COrporatnon
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window if price supports were withdrawn and
support for conservation-related farm activi-
ties were treated as “trade-distorting subsidies”

By changing GATT to prohibit govetnment-
funded agricultural programs, more land would
be put to the piow. Commodity prices would
fall, family farmers would be ruined, and land
would be consolidated in the hands of corpo-
rate farmers. Under these conditions, ground-
water contamination and soil loss would
become a serious problem. The conscientious
family farmer may replenish or keep soil loss at
a minimum, but the corporate farmer can lose
up to 35-40 tons annually.

T E C H N OL O G Y
US. and European negotiators want patents,
trademarks and other “intellectual property
rights” to be recognized internationally. While
the reforms are advertised as an effort to stop
bootlegging of US. and European products
such as watches, luggage and audio recordings,
the implications are considerably more far-
reaching. Drugs that are produced cheaply for
distribution to the poor in India would sud-
denly become too expensive to offer. Even
worse, as corporate-controlled biotechnology
advances, a poor Mexican farmer might find
himself unable to afford seeds for drought-
resistant tomatoes because the patent on the
seeds is held by a US.-based chemical corpora-
tion. This despite the fact that the genetic
material that established the plant’s resistance

. todrought could well have originated in Mexico.

T

HE UNITED STATES IS ASKING NATIONS AROUND
the world to surrender the authority to protect
their environment, their workers and their small
businesses in pursuit of the notion of “free
trade” The unquestioned assumption of this
demand is that the unfettered access of major

‘corporations to every comer of the world will

produce a host of mutual benefits,

Contemporary free traders argue that
GATT is responsible for the 10-fold increase in
the volume of world trade since 1950. This may
or may not be true (some economists argue
that the increase in international trade is more
the effect than the cause of the general increase
in global wealth). But it is also beside the point.
Trade has éxpanded, but it has not made poor
nations rich.
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monopolization as it does to trickle-down sav-
ings. In the 1980s, cocoa prices plummeted
along with those of other basic Third World
commodities, further impoverishing less-
developed nations. But the price of a chocolate
bar did not. The only thing that changed was
that the small number of rich countries stayed ~  the profit margin of the three companies that
rich, the large number of impoverished coun-  control the world cocoa market: Hershey’s,
tries remained poor by comparison,andasmall ~ Mars and Nestle.

group of intermediate-strata nations stayed

where they were. I:on THE SAKE OF SIMPLICITY, ANY ANALYSIS OF

According to Giovanni Arrighi, an Italian
economist who measured the Gross National
Product per capita of countries around the
world from 1938 to 1979, the global distribu-
tion of wealth has been rigidly stable, despite
the expansion of trade. Arrighi’s research found

- To put it simply, Guatemala was poor,and  }rany major international development should
despite free trade it still is. When tariffs were | ask the question, “Who will benefit?” In the
averaging 40 percent in the 1940s, the United  case of the proposals to reform GATT, it is clear
States was extremely rich. Today they average that the main beneficiaries will be a collection
four percent, but the gulf between the world's  of international corporations that have no
poor countries and the United States remains ~ national loyalties. At risk are the global envi-
as wide as it was in 1940. The only upwardly ~ ronment and the rights of people in California,
mobile countries during this period were Japan,  Denmark or Mexico to set policies protecting
South Korea and Taiwan. But their success,  their health and their natural wealth.

Arrighi says, had more to do with internal Consumer advocate Ralph Nader accuses
economic policies and a special relationship ~ GATT “of imposing a mega-corporate view of
with the United States than with the effects of ~ the world. It is designed to circumvent demo-
free trade. cratic institutions and override local and state

Nor has free trade made the distribution ~ government efforts to protect consumers and
of wealth within countries more equitable. The ~  the environment” As the 20th century closes,
richest 20 percent of the population in Mexico ~ the power that corporations wield over the
eamns 18 times the wealth of the poorest 20  workings of the planet is growing. At the same
percent; in Brazil 28 times as much. Opening time, the power of people to assert their right
up Third World nations to unregulated foreign ~ to decide how to husband their natural resources
investment and services, as the new GATT and control their economic future is also on
would do, could just make things worse. the rise.

GATT would make it difficult for any The fight over GATT is really a fight over
nation to protect its local businesses. Japan, for ~ who will write the rules of international
example, has long-standing protections mak-  commerce—the corporations on behalf of their
ing it possible for small shopkeepers tosurvive  profits, or the people on behalf of the environ-
against national chains. As a result, Japan has ~ ment and the needs of the individual and the
more small shopkeepers per capita than any  community. Speaking on behalf of a coalition
other industrialized nations. Under GATT,any  of environmental groups, Lynn Greenwalt of
effort to protect the small entrepreneurbecomes the National Wildlife Federation said, “We have
a restraint of trade, a change that will devastate ~ come together to note, and perhaps to prevent,
local economies in the Third World. “Pitting the passing of an era—an era when local com-
these enormous multinationals against the  munities had a say in how their natural resources
fledgling businesses in developing nations is  were used, and when state and federal govern-
like putting Amold Schwarzeneggerinthering  ments could take steps to stop the destruction
with a three-year-old,” says Martin Kohr.“They  of our environment. These basic rights may be
will be wiped out” sacrificed by U.S. negotiators in the name of

It is also questionable whether the con-  free trade? [
sumers in rich countries benefit from any new
freedoms granted multinational corporations.
Concentrating power over markets in the hands
of a few leads just as often to price-gouging

Andre Carothers and Nini Sarmiento contributed
to this article.
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RAVAGING RESOURCES:
GATT and the World’s Forests

By Emily Schwartz

G ENERAL AGREEMENT on Tariffs and Trade (GATT)
negotiators claim that their work does not affect the envi-
ronment and that their efforts address trade matters only.
Theclaim is false. Negotiators for majoreconomic powers
denounce environmental protection, conservation and
economic development measures as “trade distortions,”
and want to use GATT to eliminate natural resourceman-
agement programs.

Most notably, Japan has used GATT to attack national
bans on the export of unprocessed timber. Indonesia,
Malaysia, Brazil, Thailand and the United States have
enacted bans on the export of unprocessed timber from
within their borders. ‘

The Third World countries argue export bans will
enable them to develop domestic log processing indus-
tries, fostering economicdevelopment and lessening their
need to overexploit natural resources.

The United States prohibits theexport of rawlogs from
most public land, though it does not restrict tree cutting
for domestic use. While touted as an environmental
measure, the export ban, initiated by Senator Robert
Packwood, D-Oreg., also has the potential to create do-
mestic lumber mill jobs. In signing Packwood’s bill in
August 1990, Bush probably hoped to quell unemploy-
ment fears within the log processing industry arising
from his earlier designation of the spotted owl as an
endangered species and the decision to prohibit logging
in the bird’s Oregon forest habitat.

The Bush administration, however, has little regard

Emily Schwartz is a freelance writer in Washington, D.C.
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for thebans enacted by other countries. At hearings of the
Oversight and Investigative Subcommittee of the House
Energy and Commerce Committee, U.S. Trade Represen-
tative Carla Hills told Representative James Scheuer, D-
NY, that she opposes bans on raw log exports enacted by
developing countries in order to protect and nurture
domesticlogging industries becausethey would be “trade
restricting.” She added, “it’s precisely the kind of thing
that we have urged our trading partners to refrain from
doing.”

A%ter Bush signed the Packwood bill, Japan intro-
duced a proposal in the GATT working group on Rules
and Discipline which called on GATT to declare imper-
missible export bans on raw logs which are not extended
to processed forestry products. Japan’s proposal accused
“certain countries” of disguising protectionist measures
as conservation initiatives.

Japanclaimsits objection stems from a commitment to
freetrade. GATT observers argue, however, that theJapa-
nese are “not objecting in principle.” Chee Yoke Ling, an
attorney with the Malaysia-based Third World Network,
says they only care “because this affects their market.”
Stewart Hudson, an international policy analyst with the
National Wildlife Federation in Washington, D.C., points
out that while making these claims, Japan is seeking to
maintain its import ban on rice. “Japan is crying out for
free trade while trying to get an agreement running
exactly counter to it — for food security.” Japan’s riceban
cannot be squared with efforts to prevent other countries
from protecting their national interests.

Simple economic self-interest seems to be underlying
the Japanese objection. Masayuki Yamashita, first secre-
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tary at the Japanese embassy in the United States, says
“Japanistrying to protect]Japaneseeconomicinterests” in
the GATT negotiations. The diplomat says the U.S. export
ban threatens Japan’s 17,500 saw mills, which rely on
imports for 70 percent of the raw logs they process. The
United States was Japan’s largest log supplier; in the first
half of 1990; Japan imported more than $868 million
worth oflogs from the United States, according tothe U.S.
Department of Commerce.

Environmentalists concede that log export bans arean
inadequate solution to the problem of deforestation, since
they do not address the issue of domestic companies’
responsibility for unrestrained tree cutting. Chee notes
that overcutting has continued in Malaysia despite that
country’s. ban. She emphasizes that only setting aside
areas of national forest from logging will guarantee the
forests’ preservation.

But Richard Forrest, National Wildlife Federation
Eastern Asian representative, who shares Chee's criti-
cisms of raw log export bans, worries that the Japanese
effort to curtail export restrictions “could undermine the
few steps politicians have been willing to taketo conserve

2.39

old growth” woods.

While the GATT working group on Rules and Disci-
plines rejected the Japanese proposal to characterize log
export bans as trade discriminatory, the Packwood ban
could still be reversed. Assistant U.S. Trade Representa-
tive Don Phillips says Japan “is considering taking this
issue to the GATT panel in Geneva to reverse the Pack-
wood actions.”.

If Japan persuades a GATT panel to reverse the U.S.
ban orif new GATT provisions are adopted which would
eliminate raw log export restrictions, countries’ ability to
manage their natural resources to protect the environ-
ment and promote national interests would be seriously
eroded. . :

Noting that GATT will strengthen the big countries”

control of weaker countries’ resources, critics call it the -

modern-day version of gunboat diplomacy. Focusing on
Japan's initiative to overturn the U.S. log export ban,
Hudson asserts that “Japan wants to dismantle any pro-
tective means that countries have to protect resources. In
thelate twentieth century, youdon’t fight wars to achieve
this. You fight it on an economic front at GATT.” M
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Workers in Rio Branco in the Brazilian state of Acre , load brazil nuts onto a barge for export. Making rainforest
inhabitants dependent on the fickle tastes of First World consumers could be a double-edged sword. (Photo: Kit

Miller)

Indigenous Peoples and the Marketing
of the Rainforest

Andrew Gray

The marketing of “sustainably-produced” rainforest products is being touted by
environment and development organizations as a key to saving the rainforests.
However, as so often in the past, there is a danger that the opinions of the indigenous
inhabitants of the forests will be ignored. If these people do not have control over the
marketing of rainforest products, they will become dependent on outside forces over
which they have no control; outside forces which will inevitably lead to the destruction
both of the indigenous societies and the rainforests.

The idea of marketing rainforest products gathered by the
forest’s inhabitants initially appears as an ingenious blending
of conservation and development. On the one hand, the forest
is protected by extractive or indigenous reserves, while on the

other, forest peoples can produce a sustainable income to -

ensure their subsistence needs and long-term survival.

The argument for encouraging marketing is as follows:

Indigenous peoples are in trouble; they need cash resources to
defend their lives and futures; this money can come from
marketing their forest products which have been extracted
sustainably from their lands. This argument emphasizes the
urgency of the case. People who disagree are often termed
“romantics” who want to keep indigenous peoples in some
time-warped protected reserve under the supervision of pater-
nalistic do-gooders. However those who make such accusa-
tionsignore years of experience, years of discussions ondevel-
opment questions and, above all, the voice of indigenous

Andrew Gray is currently researching self-determination, identity and
development among indigenous peoples for the International Workgroup on
Indigenous Affairs (IWGIA), Fiolstraede 10, DK 1171, Copenhagen K,
Denmark. He has done fieldwork in the Amazon.
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peoples themselves. This article concentrates on the concerns
of the indigenous peoples of Amazonia, but many of the same
issues apply to the other forest-dwelling peoples around the
world.

Traditional Patterns of Trade

Indigenous peoples have been trading and bartering for centu-
ries. The exchange of extracted forest resources over long
distances is nothing new. The history of the Amazon has shown
that chains of exchange are the most usual routes for the
introduction of exotic goods. Inca-style axes in the Peruvian
Madre de Dios demonstrate the likelihood of such trading
taking place in Inca times when metal axes were exchanged for
forest products.! Archaeological finds in Bolivia also show
that, long before the Spanish conquest, highland peoples re-
ceived medicinal plants from rainforest peoples.

Evidence from different parts of the Amazon shows indige-
nous peoples still looking for goods from outside. In the
northwest Amazon, indigenous peoples receive trade goods by

2.39 m



“A common assumption is that the market is a changeless phenomenon.
Indigenous peoples are presented as a unified standard community-based
entity wh:ch when plugged together with the international economy, . sw:tch

on a cash flow like switching on a light.”

barter which are exchanged within and between communities. 2
A detailed study of the spread of colonialism among indige-
nous peoples by Eric Wolf demonstrates clearly the inter-
relationship between internal and external trading practices
and how these were bound up with the spread of the colonizing
frontier throughout the world. ?

Indigenous Priorities

There are hardly any indigenous peoples in the Amazon who
are completely isolated from the market economy and who
wouldnot like to take advantage of its resources. But rainforest
marketing is a double-edged sword. As history shows, indus-
trial society has taken forest products to make healthy profits
and inreturn has contributed generously to the devastation and
destruction of indigenous peoples throughout the world.

In spite of the importance attached to marketing rainforest
products by companies in industrial societies, many indige-
nous peoples do not share this priority. The Co-ordinadora of
the Amazon Basin (COICA), the indigenous international
organization for the South American rainforest, gives priority
to issues other than encouraging marketing:

“The best defence of the Amazonian biosphere is the
defence of the territories recognized as homelands by
indigenous peoples, and the promotion of our models
for living within that biosphere and for managing its
resources.™
The priority for indigenous peoples is to gaina secure land and
resource base and to ensure that all marketing and recognition
of intellectual property rights should be firmly under their
control and implemented according to their ways of life.

Control of Resources

The territories of indigenous peoples are constantly under the
threat of invasion. Throughout the Amazon, less than 30 per
cent of the lands belonging to the nearly 500 indigenous
nations are “titled”, while the rainforest surrounding them is
being destroyed at a rate of some 142,000 km ? a year.’ The
primary problem for indigenous peoples is the securing and
defence of their land base, without which they cannot carry out
their sustainable mixed economy of hunting, gathering, fish-
ing, horticulture and other activities. .
However, land initself is not the answer. Nation states which
recognize areas that are too small to provide a sustainable
resource base produce pockets of poverty, like the “home-

lands” of South Africa, which leave indigenous peoples as a

surplus pool of labour. Alternatively, dividing up territories
into individual plots leads to land mortgages, debt and the
destruction of culture and community, as has been clearly
shown in the allotment system in the United States, in the
Bolivian agrarian reform programme and in Chile under Pino-
chet. . ,

oy O

Until indigenous peoples obtain recognition of their inalien-
able rights to their territories, any form of survival will remain
precarious, and the production of surplus commodities will be
unstable because of the threat of invasion, deforestation and
resource depletion. Thus, to discuss marketing without dis-
cussing the control of the resources which will provide that
market with goods is an inversion of sound economics.
“Control” here means that indigenous peoples must be able to
make free and informed decisions for themselves and also to
receive the backing and technical support to create and
strengthen their own indigenous organizations.

A common assumption of those who see indigenous peoples
and the rainforest being saved through the market economys, is
that the market is a changeless phenomenon. Indigenous
peoples are presented as a unified standard community-based
entity which, when plugged together with the international
economy, switch on a cash flow like switching on a light. But
marketing is a part of exchange activities between and within
communities. It has several aspects, often co-existing, based
on the extent to which the community is independent of, or
integrated into, the broader industrial market economy. ¢ These
features include:

+ Exchange between communities of goods, such as
resources found in specific areas, trade goods obtained
from outside the area or other commodities;

» Local markets existing in the form of trading posts, or
nearby towns, where indigenous and other forest peoples
can bring their produce to a central place and sell or
exchange it for other goods;

» Chains of exchange which link the indigenous
community to the national and international economy.
Here goods which are found naturally in the forest —
such as rubber, gold, wood or other products — are sold
or exchanged to middlemen or merchants who sell them
to outsiders, usually at considerable profit.

When the marketing of rainforest products is discussed, it
usually concerns this third aspect of the market economy.

Indigenous peoples provide markets with three potential prod- .

ucts: the surplus of their subsistence economy; products which
they discover are valuable (such as gold or rubber); or their
labour.” In the models of marketing extractive resources,
indigenous peoples provide a mixture of their labour time,
subsistence goods and new products for the market.

The following examples show the range of effects the market
economy can have on indigenous peoples in the Amazon from
the genocidal and ethnocidal to the less disruptive and poten-
tially beneficial.

The most bitter example of the impact of the market on the
Amazonian peoples came during the rubber boom of 1894 to
1914, particularly in the Upper Amazon. In order to meet the
increasing demand for rubber to provide tyres for bicycles and
motor vehicles, indigenous peoples were forced intoslavery or
debt-bondage. The most notorious and well documented ex-
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ample was in the Putumayo region, now in Colombia, where

the Casa Arana (a Peruvian concern which later became estab-

lished as the British-based Peruvian Amazon Company) was

condemned internationally for its maltreatment of the Indians. *
Considering the scale of the work, the environmental destruc-

tion wrought by the rubber boom was not as severe as the

appalling effect on the indigenous peoples of the area, many of

whom lost up to 90 per cent of their population through

displacement, disease and murder.

Less intense, but by no means less destructive, has been the
impact onIndians of being brought into contact with the market
economy by development projects. The effects of highways in
Brazil have been particularly damaging. A report referring to
the Parakanan Indians, for example, states: “Since the pacifi-
cation and resettlement team reported, these Indians had sold
their cultural possessions to outsiders in exchange for guns and
ammunition and were living off the dole of highway workers
along the Trans-Amazon Highway.” 1 This episode is typical
of many cases in Brazil and elsewhere in the Amazon.

There are examples, however, of Amazonian peoples who
have managed to deal with the market economy on their own
terms. According to Paul Henly, the Panare who have refused
to replace their subsistence economy with cash-cropping, and
instead exchange handicrafts with the local Criollos, are still
able to continue with their subsistence economy. !! In Peru, the
Amarakaeri have developed their gold economy on a sustain-

able basis. By controlling their territories withrecognizedland

titles and emphasizing their subsistence economy, they have
largely escaped the devastating impact of the market econ-
omy.'? However there have been some difficulties: the effect of
buying commodities, particularly alcohol, has affected the
traditional activities and prestige of the Amarakaeri women.
Even where marketing appears not to be so destructive, the
introduction of the cash economy can severely disrupt the
community. ,

Examples of indigenous peoples controlling their own mar-
keting are hard to find. In the Pichis of Peru and the Rio Negro
of Brazil, indigenous peoples are looking at marketing as a
processrather than as the selling of produce. They are trying to
gain control of transportation, thereby cutting out the middle-
men who gain so much profit. COICA believes that it is vital
toestablish community control of both marketing channels and
transport systems. These are ideals towards which indigenous
peoples are moving, but unless they have the time and space to
develop these mechanisms at their own rhythm, they will be
drawn into a system which will control them.

Dependency: The Root of Destruction

Markets need not necessarily destroy indigenous cultures, but
they can and do. When indigenous peoples do not control the
market process, they become dependent on outside bodies and
lose the ability to control their own lives and futures. Nomatter
whether their dependency is upon unscrupulous middlemen or
well-meaning NGOs , the end result is the same — the destruc-
tion of indigenous cultures and society. Indeed, as one com-
mentator has recently said: “The solution must surely lienot in
surrendering further to the lure of the market, but in systemati-
cally disentangling ourselves from its clutches”. !* This need
not mean that indigenous peoples should avoid the market for
ever, but rather that they should control and determine their
relationship with it. ' .

Indigenous economies are renowned for being based on the
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