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nd expeditious customs clearance procedures, such as those provided for in Article
?{ of fhpe General Agreement on Tariffs and Trade. In exploring the needs of US
businesses, we have identified a number of key attributes a fair and efficient cus-
toms clearance agreement should include. The following is a list of those processes
we believe are most important and should be provided for in any hemispheric trade

agreement.
CARGO PROCESSING
o Provisional release of goods prior to completing paperwork and payment of du-

ties for all agency purposes. o ) .
e Use of an automated selectivity or statistically valid compliance measurement

tem.
syf Define all data forms and fields in terms for UN/EDIFACT messages.

o Separate the merchandise import and inspection process to eliminate delays
and reduce the risks of corruption.

TRANSPARENCY TO ENHANCE VOLUNTARY COMPLIANCE
o All relevant rulings should be published and available to exporters and import-

ers prior to customs entry of goods. ) : >
. %ustoms should give timely notice before implementation of any new regulation
or practice, or any change in a regulation or established practice.

e The Customs entry process should provide a timely and prompt system to pro-
test rulings and decisions.
PASSENGER PROCESSING
« Integrate passenger processing with immigration and allow for expedited proc-
essing of business travelers.
AUDIT

» Rely on post-import audits to verify compliance. ) .

Th: you again for this opportunity to express our views and for your work in
expanding the E’ree Trade Area of the Americas. We will be happy to elaborate on
any of the above recommendations.

Si ly,
Hneerey JAMES B. CLAWSON
President

[By Permission of the Chairman}

Statement of Hon. Dr. Richard L. Bernal, Ambassador from Jamaica to the
United States

Thank you for providing me an o%)ortunity to submit a statement on the imgact
of hemispheric free trade on the US/Caribbean trade partnership. As the Sub-
committee moves forward with its review of these critically important issue, I be-
lieve it is important to provide you with a Jamaican perspective.

In December, 1994, the 34 Democratic nations of the Hemisphere came together
in Miami to hammer out an agreement to establish a Free Trade Area of the Ameri-
cas (FTAA) by the year 2005. Earlier this year, the trade ministers of those nations
met in Belo Horizonte to agree that neﬁotiations to launch a trade agreement should
begin early next year. As the Hemisphere marches to put this vision into practice,
it will be important that the needs and special circumstances of the smaller econo-
mies—which make up a majority of the nations in the hemisphere—are addressed

in the final FTAA implementation package.
1. THE US TRADE AGENDA AND THE US/CARIBBEAN BASIN PARTNERSHIP

The US Congress and successive Administrations have long since rgcogmzed that
promoting strong economic development in the Caribbean Basin is in the US na-
tional interest. This becomes even more apparent in the context of the FTAA. Many
Caribbean countries view the United States as their single largest market and as
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In contrast, NAFTA eliminates the duty and quota treatment for these same arti-
cles, either immediately or over a phase-out period. Under NAFTA, import duties
were immediately removed on the overwhelming majorifry—approximately 80 per-
cent—of Mexican apparel exports to the United States. The remaining 20 percent
benefits from an accelerated implementation of free trade, with annual duty cuts
and quota liberalization set to be completed by the year 2000. To be fair, NAFTA
also phases out the duties on the products for which the CBI countries already enjoy
duty free treatment.

But the result is far from even. Mexico gains parity with the Caribbean countries
for CBI-covered products, establishing a level playing field for those items on which
Mexican and Caribbean exporters face no duty. But on the products excluded from
the CBI, such as textile and apparel products, Mexico gains access to the US mar-
ket, exceeding that granted to the Caribbean countries. This tilts the plagin field
in Mexico’s favor, and gives Mexican exporters a distinct advantage over aribbean
exporters. When combined with Mexico’s access to cheap energy, lower transport
costs, greater economies of scale, and low wage rates, this advantage becomes quite

substantial.

B. NAFTA’s Impact on the Caribbean Basin

Broadly speaking, NAFTA’s implementation—and advantages over the CBI—
poses clear risks for the US/CBI partnership. The elimination of quotas and the
phase-out of tariffs on Mexican products removes the advantage enjoyed by CBI ex-
ports to the US market, diverting trade flows from CBI countries to Mexico. Since
the NAFTA was implemented, there has already been a measurable diversion of
trade from the CBI to Mexico. Before NAFTA was implemented, the growth rate of
US apparel imports from Mexico and the CBI region were on par. Three years after
the NXFTA was implemented, Mexican apparel import growth rates have consist-
ently outpaced Caribbean growth rates by at least a 2 to 1 margin. As this trend
continues, Caribbean market share in the United States will be consumed by Mexi-
can suppliers.

Another consequence of NAFTA’s implementation has been the diversion of new
investment. One of the primary indicators has been the fact that in the last 3 years
there has been a pause in investment in the region, as investors first waited to
evaluate the NAFTA provisions and then established new operati facilities in
Mexico, instead of in tge Caribbean. This trend, which is now being y realized,
was anticipated by the US International Trade Commission, which reported in 1992
that “FTA will introduce incentives that will tend to favor apparel investment shifts
away from the CBERA countries to Mexico.”

As existing investors begin to source their products out of Mexico, others are rush-
ing to transfer or close existing productive capacity—particularly in the “foot-loose”
apparel industries which can easily be relocated—to take advantage of Mexico’s
market access. In many Caribbean Basin countries, NAFTA directly reverses past
successes of the CBI program, effectively turning back the clock of Caribbean devel-
opment. Employment is hit particularly hard by this trend, as manufacturers close
factories and lay off employees. According to estimates by the Caribbean Textiles
and Apparel Institute, more than 150 apparel flants closed in the Caribbean, result-
ing in t?xe loss of 123,000 jobs during 1995 and 1996. This trend is particularly dam-
aging to women, who often look to the textile and apparel sector for their livelihood.

An erosion of export access to the United States will eventually translate directly
into a contraction of economic activity in the CBI region. Such a contraction would
lower regional incomes, and, ultimately, the deman for imports from the United
States. In such a scenario, US exports of goods and services to the CBI would de-
cline while regional instability—fostered by a decrease in economic opportunities—
would rise. Judging from past patterns, the resulting unemployment in the United
States would be met witlg an increase in immigration from displaced Caribbean
workers and a rise in narcotics trafficking.

C. Caribbean Enhancement (Parity) As An Immediate Remedy

While the long term solution is to determine how to fully integrate Caribbean
countries—and the specific needs of their smaller economies—into the NAFTA or a
Free Trade Area of the Americas (FTAA), a short term solution calls for the leveling
of the playing field between Mexico and the Caribbean countries. In Bridgetown ear-
lier this year, President Clinton renewed and unequivocally reconfirmed his strong
commitment to seek enactment of a Caribbean Basin Trade Enhancement gackage
during 1997. Congressmen Phil Crane and Charlie Rangel and Senator Bob Graham
have also worked to support enactment of Caribbean parity provisions this year. As
Congress and the Administration move ahead on this proposal to re-impose balance
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III. SUSTAINING US/CARIBBEAN TRADE LINKS FOR THE LONGER TERM
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FTAA participants will have the unprecedented task of erecting an FTAA that en-
untries which differ widely in size, levels

compasses in a single trade agreement co
of development, extent of industrialization, and degree of liberalization. At the same

time, for the FTAA to be worthwhile, it must strive toward a uniform series of
standards and disciplines that are consistent with international and hemispheric
trading practices. To ensure full and equitable participation, especially of the small-
er economies in the Caribbean, the FTAA implementation path must reflect several
important principles.

irst, there must be an orderly accession process. This can be achieved if the proc-
ess is politically transparent. Orderly accession requires the establishment and
enunciation of a clearly defined set of eligibility criteria, procedures for applying for
membership, and a timetable for expansion. The absence of these factors creates a
situation in which various arbitrary, non-economic criteria may disproportionately
influence the selection and sequence of admission of new members.

Second, the path will have to accommodate considerable flexibility since it will
probably not be possible for all countries to move at the same pace and arrive at
a single destination. In fact, there is some concern about how quickly the smaller,
less developed countries of the Caribbean region or Latin America could undertake
the full range of commitments that will be expected under the FTAA. A suitable
transitional arrangement must be designed for these countries and involve asym-
metrically phased assumption of obligations and disciplines. An appropriate adjust-
ment period not only will take account of the level of development, extent of liberal-
ization, and undiversified structure of these economies, but it also would permit
time for completion of the structural adjustment process of the wider Latin Amer-
ican region. For example, Caribbean Basin countries could be provided fuller access
to the NAFTA markets, with phased in reciprocity, to transition them to the dis-
ciplines of the NAFTA. A suitable transitional arrangement would enable these
economies to complete their processes of economic reform and structural adjustment,
which will put them in a position to move towards reciprocity. A premature attempt
by these countries to provide full reciprocity immediately could be detrimental to
these processes of adjustment, and could inhibit export expansion.

ird, the FTAA will need to contain provisions for associate or partial member-
ship to permit countries, or sectors within those countries, to undertake FTAA com-
mitments in a way that do not infringe upon existing obligations. This would pro-
vide an o;;:ﬁﬁrtunitﬁéfor countries that, des%ite a commitment to the FTAA, are not
ready for membership or are precluded by existing commitments to sub-regional
trade arrangements with trade groups outside the hemisphere. Looking back at ex-
ample of the Caribbean, CARICOM members of the pr erential Lome Convention
are obliged to provide no-less favorable conditions to the EU than that provided to
any developed country. If Caribbean countries were to provide reci%rocit to the
United States and Canada by virtue of an FTAA agreement, or even 'A mem-
bership, then these countries would be obliged to provide reciprocity to the EU
under the terms of Lome. Associate membership would facilitate liberalization in a
limited number of areas and obviate the enforcement of across the board reciprocity
by the Euro Union.

Finally, the FTAA process must pay close attention to the needs of the smaller
economies. While constituting a majority of the Western Hemisphere, the smaller
economies are not likely to be a major determinant on what constitutes the FTAA,
the ﬁi:h to the FTAA and the schedule for negotiations and the commencement of
the FTAA. Yet without their participation, the FTAA loses its character ag a truly
hemispheric exercise. At a minimum, the Ministers must integrate the special needs
of small developing countries in all their work, rather than confine these concerns
to the Working Group on Smaller economies.

IV. CONCLUSION

The prospect of hemispheric free trade figures prominently in US/Caribbean trade
relations. If the Administration and Congress can develop a common approach for
continued trade expansion, they can si to the hemisphere that the United States
remains fully engaged in the international trading community over the next decade.
Failure to reach such a consensus not only sends the wrong signal on trade, but
also stands as a real barrier to continued US/Caribbean trade. Conversely, any set-
backs in the effort to enact Caribbean parity suggests an ambiguous commitment
to promote trade liberalization on the part of the United States.

ountless studies have shown that strong regional economic links are crucial, not
only in creating economic opportunities throughout the United States and the Carib-
bean Basin, but also in supporting stable and mutual beneficial security relation-
ships. In the dozen years since it has been implemented, the CBl has provided a

147

key framework of economic d
US/Caribl 1 i
d US Canibpansoonomic ¢ ﬁ‘fegﬁg for the Canbbeap, and has stimulated

However, with the many challgnges facing the Caribbean todayr

that the US and Caribbes it is imperatve

Statement of Mattel Toys, Inc., El Segundo, California
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