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U.S. RELATIONS WITH BRAZIL: STRATEGIC
PARTNERS OR REGIONAL COMPETITORS?

Wednesday, July 26, 2000

HOUSE OF REPRESENTATIVES
SUBCOMMITTEE ON T¥E ESTERN HEMISPHERE
COMMITTEE ON INTERNATIONAL RELATIONS
Washington, DC.

T~ Subtymmitts~ ni~t, pursuant te netit~, at 1:30 p.m., in reem
2200, Rayhlrn Hou$~ OFit~ Building, Hin. Eiten Galt~gy (Cb%ir-
man +f -~ Subtethmittds) pi-siding. - ! -

P#<$-nt: R~pt<§-ntati$~ Galt~gy-

Mr. BALLENGER. [pi-siding] Ms. S~ti~tary, I weuld just Lik~ te
Walteni~ youli~i~. - ! !

Fof # ¢8% of us, and pf~suming—sint~ of you may net knew #is,
but ‘T a8 a Brazilian sen fer abeut's m‘gn&‘s Yia jﬁhr At Liv-~d
with us, Went te tei¢~§~ ‘and #i-n'vi~ visif~dbis‘family many tints
in Sas Paule, ahd'l weuld say ®at, For ® 8~ of us in Wis tountry
Wo o Lok int's W~ futuds o W= S<strh H-inisfi~E~ in jﬁﬁ*rhl, net
F~t§ glizing W~ siz~, #~*“tynemy, #~ pipulation of Brazil is #dr
ign‘qran% ¥n sur part. c ¢ ¢

-SY Mis 1s M- BFginning o an®*~Fert on eur part te F~t a littt~
Bttsr senf~stien. I knew ii* Ambasdadet adk~d ni~ ir'T wouldli-~lp
put te §#~r al int~r#ang~ B-tvin #4 Brazilian t~gisialiv~ hedy
and Jurs, and i} o te ®at aft~r #F~5i~ttien. Bat Arst of hll,
W hh~ all mt t4 ththtd for Mis #ing te'®appn. But' it is
a ptasuf~ tybad$l youi~F~ anlf any kn wf-d? yeu tan partalk-s
te us W~ wedld ghatly appi-tiat-. - !

‘ Anyhedy‘'widh-te mak~ an +~ning stat~nt-nt?
~ Mr. ACKERMAN! Thank yoi $~ry mu#. Appi~tiat~ yeur saying
#at W~ all bad~ te jot F5tibd I tak~ #at as an®*~nder§~ni-nt
of my tampaign. ‘- ¢
¢ Mr. BALLENGER. My viii~ in N~w W is tmpistly werlh——

Mr. ACKERMAN. I diubt #at. ‘ ‘

I want te #ank ytu and #ank #~ Qbairman fir talling #is
W~aring. I ®ink it is $~ry impertant. I®ad~ a pi~pat~d stat<ni-nt
®at, it @~ int~f~st of savin z tint~ and®~arin #iTim i~ S~if~tary,
I ask unanimeus ten§<nt te B~ abt~ te put in #F~ Feerd.

Mr. BaLLENGmR® il out gbj‘*&tign‘.[’lhf'* stat~nt~nt o Mr. Atk~r-
man appars in #~ apphdix.] ¢ ¢

Mr. BALLENGER. It is all yqurs, Ms. $~tf~tary.

H
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STATEMENT OF LINDA EDDLEMAN, DEPUTY ASSISTANT SEC-
RETARY, BUREAU OF WESTERN HEMISPHERE AFFAIRS, U.S.
DEPARTMENT OF STATE

Ms. EDDLEMAN. Thank yeu $~ry mudh, sir, and ®ank yeu for
®at warm W-ltent~. Mr. Qb&irman, M~mh-rs of #F~ Suhtemhittd,
it is a ptasuf~'te B~ &~f~ With you toﬁ:y te'distuss W stat~ of
U.S.-Brazilian bildt~ral f~latisf. ' il ‘@i~ J8airman’s p~rmissish,
I w;uld Lk~ b submit a &:by :u" my writt~n stat~ni-nt u":r i~
T~teld.

Mr. BALLENGFR.  i# sut obj~ttien. S

Ms. EDDLEMAN. I will ndw u8! my eral f~marks te bighlight
seni~ B~y*~t~ni~nts of sur hilat-ral #~lati’ndbip. vt o- -

‘Brazil’s growing int‘rnatisnal statuf~‘and its deminant pesitien
in Latin Ani‘rita- mak~ it 4 K~y play~r sn many'issi~s aff~tihg
U.S. int~tsts. It is M~ werld’s fourth larf~st &~motraty and nin
higi~st*~tynemy. Brazil attunts' for 50 pri=nt o ‘Seulh Ani~rita’s
pipuiatisr ahd 45 H~ri-nt «f GDP.* A

It dbat~s a temmen hirdr with all but twe o Seult Antrita’s
natisns, and itd Pyrtugité~-sp-akingi-ritaj~'lihks ‘it ty teuntri-s
on W75~ o@~r tentif~nts. As*~vid~mri~d durmg #~ werltd Anantial
drisis in 1998 ahd 1999, Brazi’s*~tenemis §~al is ¥~y to §~mi-
sﬂf‘gi& pr:sﬁ*rity, and als: impattd :‘n U.S. and gi:bak fihantial
mark-~ts. -

Brazil is infld~ntial at #~ U.N. and «8~r multilat-ral fira, and
is atti¥~ on int~rnatisnal §~turity and plat~ k¥~pingissirg’ i#in
Wi~ H~mispgli~F~, Brakil is a tritisal plaf~r in*~Firts te &5~p-n é&--
moetraty and premet~ F~gienal stability. T~F~ id almdst ne glebal
o misgirit fssd~ teday #at tan B~ addi~s§~d with sut Brabil’s

artitipatien. ¢ ‘

U.S. pelity #~tegnis~s Brazil’s intt~asing®~misgti~rit and gobal
signifitadt~, and -U.S.-Brazilian hilat-ral- #~latisns af~ turr~htly
Btt~r ®an at any tini~ sin¥~ Brazil §nt 25,000 ‘ni~n te gt with
%~ Alli~s in Eurep~ durifig d  ar II. On fei~ign pllity issd-~s,
Pi-sid-nt Cardeds’s med-rnizing, int-rnatisnalist visith bas tem-
hifr~d with sur ‘adtiv~*{ngagnint with Lalin Ani-ritd ty bria&n
and &*~p~n hilat~ral ssef~ratiyn in a wid~ rang~ of §~ters.

P~ $~l ofSx@han$t Btwwin sur gevrnotnts has'fi~F~r Hi-n
&id~r. Simifarly, Pi~sid~nt Cardese’s=¥forts to med-rniz~ Brazil’s
*~trnemy—bhad~d n matri~tinemis ‘stahilizatish, privatizatien, é&--
t~gulatien, and ttad~ liBiralizdtisn—thad~ gidatlyS~rhani~d hilat-
*sral trad~ and in¥~stui-nt ti~s. -

Siné~ #i~*<nd of military rut~, Brazil b as @~\d four Pi~sid~ntial
*<t~ttisns and sutt-ssfully w-alti~fF~d @~ im}‘ir*a*n niint and f-signa-
tien oF its Airst dif~ttly*~i~tt~d pf-sid-nt. T~ Brazilian military ne
Leh#Yr plays a signifitant re¥~ in denisstit pilitits, and Brazil ap*
phint~d its first &~Fn§~ minist~r—a'‘tiviiian—\ast y-ar.

‘Brazil’s F-~é&-ralist syst~m previds multipt~ eppertuniti=s fer
letal invel¥~ni~nt in pelitits, an¥ nuni~reus pelitital parti~s arld
nynge¥-rhni~ntal srgadizatisns tf~at~ an' astid~ sivil seti~ty. An
agarissiy-, inﬁ:ﬁ*h, nt pi&s alse >~nriMi~s pilitisal anf tultural
liF~, and&i~lps o1d pelititians asselintabt~ to tgﬁ* publis.

R-#~nt epinieh peils Mew a i $~$-1 & publit dissatisfattisn
witt #~ Brazilian pelitital syst~nrs §¢~midg inahility te seiv~ #-~
t:untry’s daunting é:tial pr:b%‘ms, intludmg int:nﬁt* f1iYquality,
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®igh trint~, uft~mpliyni~nt, and #~ peer quality of publit §rvii=s,
but ne majer politith! aster in Brazil ddvietat~s a bi~ak with &~m.-
tratis' goF~rnan¥-. { AR '

Brazis*~tsnemit trisis in lat~ 1998, whilh was trigi~t~d by #i-
Russian &~aluit in August 1998 and tuiminat~d in #~=+-al &~valu-
atien in January 1999; uné-rstef~d #i~ impertani~ +f a seund Bra-
zilihn S~tanemy ‘te gebal and @~misgi-rit brosp-rity. Diring i~
fall of 1998, §~niVr-IMF and Administratin $Fisials warfi~d-#at

i~ Yellap§~ of M~ Brazilian *~tynemy &qdlcgtrigjr*r an *~tenemit
ni~lt dewn il Latin Ani-rita ahd' &%p'n #~ tormeil in'idt~r-
natienal tapital mark-ts. ¢

impatt en Arg~ntina, Wwhil &-nds +¥~r 30 Pri~nt f its tetal
“sxperts te BraZil, wyuld ba$~ Bint~sp-tially grat~. Tai§~ senbid-
t<rafiins 3-d %~ IMP, in .48 tensuitatien with #~ Unit~d Stat-s,
te as§~mbi~ a $41.5 hilliedd findntial patkaj~ te @§~lp Brazil s¥r-
ni~ M~ trisis. T8~ U.S! tentribut~d $5 hifiin' frem its*~senymit
stahilizatien fund. ! A et
i~ intdrnatienal finantial patkag~, teupt~d with #~ fistal dis-
tiplifi~ maintaifi~d hy Pf‘*sig*nt Carddse’s *~tanemit t~am, and
strustural F~irms apprev~d hy #~ Brafilian \Céngf-ss, S~nabt~d
Brazil te e¥srbent~ #F~ #Sal trisis and te*~mbark ‘eir a path of F~-
fvid gl Mis §~ar, #~S~tinemy i prejst~d'ts t~gist~r 'GDP
srowih =of 31% ty 4 P-ri~nt, wil' inflatied falling' te 6 P-ri~nt.
Brhzil b ds #~gaiff~d ati~ss ts int~rnatiinal sapital mark~ts and #~-
paid %~ learrs dishur§~d by %~ U.S.'and +#~r hilat~ral t~né-rs
Mi~ad of sWi~dut-. ‘

Still,! Brazil fi%~ds te+ pursi~ additisnal struttural #~ferms, in-
tluding setial §~turity &nd tax #~Ferm, te tenselidat- its fiStal pesi-
tien and lay #~ frundatien for futufs ststaif~dbid growit . -
CArdese administiation #Stegniz~s i~ fti~d fir additiehal ni~as-
uf-s,‘ahd is werking by built tyngf~ssisnal anél publit Suppert for
&~ polititally diffrtult attions' - { oo

P#~sifi~nt Cardese’s*~tenerdit med-rnizatien pregram®as tt~at-~d
nupi~reus trad~ dnl in¥stuint ¢ppertunitt~s F¥-U.S. firms. U.S.
*~xpertd te Brazil re§~ 64 p-ri~nt durihg ®is p-rivd, and Brazil was
i~ ‘134 “LargrstS~kpert markst fir US. greds ih 1999. Mef~ei-r,
U.S. dif~#t m¥-stui'nt in Brazil almst‘'8eubt~d H-twWih 1994
#roudh 1999, rising te o$~r $35 hillisd. Bredzil is %~ 8% larj-st
f~tfpi-nt o U.S. dif<st in¥-stoi-nt in 8~ werld, and mef~ #an 400
of ®~ Fortui~ 500 sempant~s®ad~ 1f~ratishs in #~ tslintry.

! Manufatturing attiunts fir almdst 60 ‘F~ri~nt «*U.S. in¥~st-
pi~nt, but #~ fast~st-yrowing §~tterd ai~ t~t~tym an&~i-rgy.

Extu§~ ni~, Mr. O8afrman. I hetit~ yeu just walk~d inte &~
reifie. . suld yeu ik~ of~ te bi-ak! or b fuid I finide makKinly i~
stéﬁ*rﬁan‘t? ¢ ! ‘,h l;f -

Mr. GALLEGL,, [pt-siding] N, s right 2-ad.

Ms. EbpLeva%. Tn e Bmit \#~; Brazil and #-~ U.S. daf- a
temmen int~F=st in premeting stability and &~matraty. In #~ past,
tlting ‘printipt~s +f natishal se¥~t~ignty, Brazil'was, in sur viw,
o$~rly F-luttant t§ spak sut Aré~Fuly We~n §~misg~rit Yountri~s
Yislat~d #i-ir titid~ns’ hasit udman or pelitisal rights. !

T ' -~ lhad~ Ww-lteni~d giat~r Brazillan Attivism oné~r #~ Cardiss
administratisn i premeting int~rnatigsnally #~ t=nants o &~mltt
raty. F:r"*x&mp%*, Brati a’dv:&afi*d -~ in&lusi:n :." a d“m:tra‘&y
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tlaug~ in M~rtesur. T~ Arst*~F~r summit of Seulh Ant-ritan pf~s-
tani~ will tak~ ‘plai~ in Brazil lat~r #is ntin#, and will fitus in
&motraty as w~ll as in 8~ ®i-at pe§~d by narsetits traffitkihg
and Y#~r transnatiena! triminal astivitis. B -
&~ W~ltent indtiatits, aint~d at ti~ating ni~®anisms For mu-

tual suppert' ameng & metrati~s must, in- cur visw, B~ tem-
ptni-nt~d'by ni-bningful Yi~asuf~s Wl-n seuhtriss #~ti~at Aom
&~moetratit nerms. T6<t~ af~ seni~tint~s imphrtant difF~t-ni~s B-~-
twsh %~ Unlit~d Stat~s and Brlazil +¥~r 8~ dpprepriat~ tattits for
f~spending te ®i-ats te d~motraty. * ¢ ¢

In‘ Ciletubia, Brazil ‘strangly batks Pi<sid-nt Pastrana’s fai~
initiati$~} and Brazilian «ffitials #~gularly #~vi~w &~¥~lepni-nts in
%~ syuntry wilh #~ir U'S. tyunt~rparts. Brazii att~ndid #~ July
7% Madrid ni*~ting +n Celembia, and it as inferni~d #~ Pastrana
goo-rnntnt #at Brdzil ddi~t~s to #~ Madrid'D~tlaratisn and is
m faver of Plan Celembia. ¢ ¢

Pi~didtnt Carddsi ®as ni~t wilh Pastrana §~¥-ral tini~s and&as
*snteuraf~dbim ty Yentind~ with #-§~ Frai~*~Forts. At #~ sani-
tint!, §nier Braziiah military ifitials had~ veid~d seni~rn abeut
pessibis spill o¥~r frem #~ Coletmbian tendlist inte vst~rn Brabil,
ahd®ad~ takin st~pk te insfdaf~ Brazils military pf~§-ni~ in #i~
bherd~r af-a. t

‘Aming #i~§~ is RayMi~yn’s SIVAM Amazen Mnitering Syst~m
Prej~dt, whilh willl~ip Brazil impre$~ its sehtrel $$=~r'its Erritery,
intluding air spat-, b B~tt~r t:mbat nart:tr‘aﬁ‘i@ il e~ Amaz:n‘f’*-

son, -

- In -~ sﬁ‘*f‘* of military $eefratien, Brazil’s impre¥~d dipis-
matit and*~tynendit Flatiens Wil its' fi~ighbors and its it ti-
ward a mef~ ‘sdtward-lesking fit~ign polity @hé~ $~d teS~banid
hilatsral thilithry tiss. "fh&« U.S. ~atiindip wile #{ Brazilian
military, Wit Kad Bn $-ry tle§~ aify W@ ar II, &~t-ris-
rat~d during Brazil’s military ge${rnni~nt {rerh 1964 te 1985. it

F~ f~turn ¥ tivilian rut~, imtb-asing tentdits H-~twdn #~ Bra-
zilian and U.S. militart~s pr:duiﬂd a st-hdy imprﬁ‘rﬁ’*nt in ~la-
tiens.

‘&~ first visitfy  adbingten by a Brazilian I~F~n§~ Minist-r, a
pest tf~at~d enly b §-ar am,'in lat~ Juri~ previd~d an sppertunity
te @%p~n WL t<$-1 oF mititary-te-military $Vep-ratien! Silnilarly,

~ tentiusion of a $tien 505 asSurani~s aghni~nt' 1n Jurt~ 2nd
is a fynti~ttampt~ of'intt~ag~d mutual trust and will #-sult in
the§~r'ti~s yni~ it is ratift~d by #i~ Brazilian Cengf-ss.

Brazil’s intt-asing*~tinimit and politital int~gratien inte gebal
and §~misgli-~rit afnirs®ds if~at~d dmmen U.S- and Braziiar' in-
t~f-sts on a rang~ of F~gienal and mditilat-ral issd~s and $~d ty a
fi~w S~rd of hilat-rdl teyp-ratien. On*~tenemit issii~s, Pi-sidint
Cardese’s ‘mark~t-bag~d ‘ned~riizatin pr'ygtam bas g~ri-rat~d an
txxplebid~ surg~ in U.S. trdé~ and ih$~stint and bas g~ri-rat~d
pi~sSuf~ freurhe# #~ Brazilian and U.S, privat~ §~sters=or hilat-
t<ral temnirtialla g‘*xﬁ*nts W®at t-A-tt #i- I.T‘Wg“to,ngrnit‘f“ality.

On fif~ign pelity issti~s, Pi~sid~nt Cardese’s int~rhatisnalist ap-
prea ag prefut~d f-~w sppertuniti~s /st #~ U.S. and Brazil te
wolrk to ~#~r Yenstrustit=ly oA glebal and F~giinal issi~s, and al
FSult-t in grz‘)ving pylity &:‘:r(ﬁﬁati:n. Tois %::ﬁ*rati:n will B~
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teni~*~¥~n mef> impertant in %~ futuf~ as #~%~xt-nt o Brazil’s
idvel¥~nt-nt ih @~ G-{nisgi~F~ and 8~ werld tentind-s td grow.
ank yeu. ! ¢ et

[Te~ pi~bat~d stat~ni-nt :1" Ms. Eddt~man app~ars in %~ app~n-
dix.]

Mr. GALLEGLy Thank yeu ¥~ry mu#, Madam S~ti~tary. I apels-
N . T | pdam S H
#i5 for teming In a Fw minutss lat~, but B-twws~n #i~ vet~ and~V-

tarythingtlis~, yur s#i~dut~ is a littts it tepsy-turvy teday.

I de¥rad~ a Seupt~ qi-stiens For @~ SYi~tary. But BFef~ v~ do
Wat, With sut oBj~stien, I wiuld S&~ te had~ my ofning dtat~nt-nt
mad~ a pdrt f M~ $~teird Yali~r ®ah Fading it inte M~ Fterd,
te sa¥~ tini~, Pl just submit it Btaud~ W~ at~-ging ty bad~ sini~
nhefs vetss. - -t ¢
Tei~ ‘pi~paf~d stat~ntnt :1" Mr. Galt~gy app-ars in #~ app-n-
dix.] -
kMr. GALLEGLy Mr. Sanf:rd, did y:uk: av~ a stat~ni-nt yqu w:uld
'Ai oy

Mr. SANFORD. I de not.

Mr. GALLEGL Fifi~.'

. S:r with yut :g‘ttizn, my stat-ni~nt will B~ maé&~ a part :1" i~
r~terd.

Madam S~tf~tary, yeu stat~ #at @~ U.S. Ww~ltent~s ﬁf**a"ﬁ‘r Bra-
zilian attivism in if“ brometion of &metraty i @~ G~misgli~i~.
I would lik~ te knew, in‘'yelr YWpihien, did Brazil’s pesitien at #i~
OAS witth F~gp~tt ty #~ Fli~nt Aav~d*~i~ttisns in Fru peé~ any
prebt~ms for @~ U.8.? ¢ ¢

s. EDDLEMAN. Mr. Obairman, I weuld lik~ ty i~ you first a

Jrtsral fattien te yeur qdésstien, ar'd #n a ‘it~ spetifit #--
sping~ with FSp~#t £o' Brru. My '§ri~ral #~attin is'#at, ha§~d_en
vut int~rastisns wilh Yur Brazilian seunt-rpart}, and has~d «n %~
Astions M~y %ad~ taln in @~ G~mispi~~, partitularly with #~-
sp~tt t» Etuader and Paraguay wei~F~, of lat~, # 18~ gev~rnnints
w~i~ #iat~id by peb-ntial military deups, it i& st<dr ®at 8~
Cardese administratich and %~ Brazilihn ge$~rnotnt g~rirally
af’* jrzn‘nnitf:*d t: i~ brintipt~ :1" pr:m:ting g‘m: traty &lf:ll?l :ut

"~ Figien. - -
’Ib:agllﬁ‘*ing said, I #ink it must B~ atknewt~dj~d #at #~ Unit~d

Stat~s and Brazil ®a$~ traditisnally talk~h a dr¥~f-nt tastital ap-

preat te qisstiens invelving'#f-ats te d~moetrasy. Te~ Unit~d

Stat~s appriath bas trallitisnally Bn & bit thef~ preattit~, and

i~ Braziliahs t~nd te tak~ & meF~ Lew prfit~ASs prohstiv~ visw.
Ty S L #hat #i~ir Dolity bas Bindvilving, and #idy bad~ Bin

willing te Bteni~ a littt~ bit mef~ preatti¢~- But sur appria# n

B~ru wad senitwh at diff~Fnt. ) A ¢t

i~ peint with Psru ®at I would ik~ te sti-ss, & of~F~r, is ®at
in #i~3~hd #i~ Brazilian ge¥~rnbi-nt, alidg with #{ U.S. Ged~rn-
otnt, suppert~d %~ ten~hsus te §~nd 4 missien dewn te Plru te
werk on ({)“mqtratit #4irms. S~¥~tary Gaviria' and Fef4ign Min*
istsr At~worlly af~ in #-~ proi~ss of tarrying sut #at thissten.

Mr. GALEEGLy <uu speil~ of BradiVs*~Fort with f~sp~st te Colom-
hia in yeur stab~Mnt. But 'y8~rs bat~ & y5~d ®at Braztl winid
talk~ an*{$~n mef~ astit~ rotin #~ senAitd. At~ you satisit~d #at
Brazil is dying all it souid Wity f'*sﬁ‘&t‘t: C:l:mbia?
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Ms. EDDLEMAN. T~ situatien in Celembia is, as you knew, sir,
a $-ry intrattabt~ prebt~m. It is net'thy at~a dit~ttly, but I am
awaf~ of sent~ of WL st-ps #at ®~ Brazilian ged~rnnint bas
talk~n, Bo# ‘publitly and indif~stly. As ni~ntieft~d in'my stat~ni~nt,
#i~ pt~sié=nt o Brazii ®as ni~t a numb~r o tint~s wilh Pi~sidnt
Pastrana, ®as'suppert~d #~ Madrid D~#dratien, and ®as maé~
tt~ar #i~ tyni~rn %f"‘ Brazilian ge$~rnot~nt®as fir #~ situatien in
Cilembia. * - ¢ ¢

‘Mr. GALLEGL T®ank yeu, Madam S~sf~tary.

Mr. Atk~rman? ¢

Mr. ACKERMAN. Toank yeu $~ry mude.

Madam S~tt~tary, your stat~ni~nt talks abeut #~ matri~stenemit
#~firms unérgefi~ in'Brazil unéd~r #~ Pi-~did-nt during®is ‘tur-
fnt t~rm in ¥t~ Inasmu# as &is appreval rating is% e¥~ring
sent~wli~f~ arbund #~ 20 P-ri~nt mark, ‘and tenstd~ring #i~F<
§%ms te B~ ahS<pi~rging standal teni~rning ®is' ferpi~r Wi~ of
staf, & oW do you as§~ss #~ moentntum te trmpt~Ed #~S~senemts
F~forms' @ at®at~ Bin*~mbarkd upen? ¢ IR

Ms. EDDLEMAN. eu af~ terf-tt, ‘sir, in printing sut ®at -
pisid~nt’s pqpulariw ratings %$~rtainly & aj~ & if~as~d. H~ was f~-
S<tttad a Lt oF~r 1 or 177 $~ars age, wilh 50-sent~ fri~nt of #i-
vet~, and bis gell ratings & v$~r B~t¥in—attudlly, as lew &s 13
Piri~nt in seni~‘pells, ard in' @~ 20’s. H~®as Bén $~ry duti-~ssful
in premoting masti~senemit F~irm and in §~turing passag~ of i~
tmsihtidn. - cet ‘ - - !

But W~ Lew pell numb-rs tyuld mak~ it mef~ difitult for®im te
albi~F~ passad~'sf irtain By pii~s of ’r‘giélatign, il de it
te B~ pas$~d m drd~r fir Brazil te sehtind~ its ‘struttura! ddjust-
ohnt. et~ is obitstanding tax #~Forth t~gislatien and setial §~tu-
rity #~Form $gistation ®atTté~ds te ‘B~ pass=d. ¢

at Bingsaid, ¥~ tan enly Ledk te #~Bistery, and 8~ pisi-
dnt bas Bn $-ry suti-sbful ih' §~shring pasbag~ of t-gislatien
f-n it is tritisal. S: W af~ :ﬁm"uk at @~ will B~ sdti~ssful :6‘*1‘
tink~.

Mr. ACKERMAN. How dy you as§~ss #~ pissihility #at&as B¥n
sf)*t;ﬂa%‘d upsn fr:,rh tinks f: tint~ ®at ~'midht B~ i":ri'*d t f--
sign’ -

Ms. EDDLEMAN. C-rtainly #~ pill numb~rs must B~ of teni~rn
te Wis advisers and te 8~ pisid~nt bim&\s On &~ M dnd, it
fis net ten~ te i~ Qttntien of anyeit~, ~rtainly e ashh}ﬁ:qn,
and W~ bhé~ #-~tlk~d wilh “tur Embdssy dewn in Brasilia. Te4f~
bat~ Bin ne talls fir fsignation or talld fir, f~baps Fmeval
from offits. So Wi~ de' netSxpst '@t to B~ 8~ tad~, and Biisé-

bl will fulfill bis't~rtm. ‘ ,

Mr. ACKERMAN. Ofi~ {furMi~r qi-~stien, if I may, Mr. Obairman.

OF i~ $41%% bhillien as§~mbi~d by M~ inf-rnatisnal temmunity
for aid te Brazil during its®~tsnemit trisis, all of Woil—#at was
Herrevi~d bas Bén paird batk 4t tint~ ers~arly-6 ow mult of ®at
ity was attually herrevi~d, ind¥~d, dnd® ew md# o %~ $5 bil-
lish maé- availabt~ frim ‘%~ U.S. was herrew~d? ¢

‘Ms. EDDLEMAN. I dén’t knew if I tan ¥ yeu an atsurat~ bi~ak-
dewn. As yiu say, #{ $41.5%illien was=—a teinperi-nt of it was hi-
\at~ral assitant~; $5 billi:n :f it was U.S. ‘Lzan%. ’Ihl:%‘ am:unts
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Wi~ paid batk in full as of April. I den’t knew 6 ew mutt of it was
drawn dewn. I tan gt yed ®at inferdation ih writing——

Mr. ACKERMAN. Appf-tiat~ it. { -

Ms. EDDLEMAN [tentinuing]. If you weuld k-, T~ +M8F~r hilat-
*<ral assistani~Mas dise Bi~1r paid Batk, hind #~y ai~®itting all of
#i~ir IMF tarj~ts on titi~. - ‘

[Te~ inf\ :rmati:ﬂ FFri~d ty £ :‘A:Ws:]

Ms. EDDLEMA®S RITTEN RESPONSE TO MR. ACKERMAN’S QUESTION

au af~ terf~tt #at all o ®~ funds mad~ availabt~ ts Brazil bad$~ Fén fpaid
as W April of #is §ar, OFY M~ tyur~ o 8~ trisis, Bradil herrevi~d abeut $23 bil-
lert, $9.46 hillien of Whilh was frém bilAtsral seurt~s, intluding $3.25 Billien frem
8~ Unit~d Statls. Brazil #~paid*~a¥ly and wikh ihE~f-st. - ¢ ¢

Mr. ACKERMAN. I #ank you, Madam S~tf~tary.

ank yeu, Mr. Obairman.

Mr. GALLEGLy Mr. Balt~nj-r?

Mr. BALLENGNR. T4 ank yet, Mr. b airman.

B-tau§~ o sur frind retn Now ark’s past bistery, Mr. Aslk~r-
man, I wad il #~ soui~'n part «™Brazil at i~ tiot~. I netié~d

hat just lat~ly #i~F~'was a larj~ 1 gii~ss ameunt of damaj~'defi~
ty #F~S~nvirenni-nt in Iguatu. It turns sut—#~ fi~wspap-r-said it
didn’tbad~ dny gh-at*~Fst on it. T was Just turieus as te b ew #at
tould®app~n. - ‘ ‘ ¢

‘Ms. EDDLEMAN. Sir, I #ink yiu mibt B~ #~Frring te an il spill
#®at t~i-ntly tesk plai~ on #~ Tguatr Rid~r. I #inkit'was & tank-
t<r #at was swi~d or oftrat~d by B~trebras. I den’t #ink #at #§~
spill afF~st~d' @~ falls §~r &, but it wad an*~nvirdnni-ntal prebt~m.
’Igf’*f’* attually was a spili—I #ink #at etturtids~ili~r teday or
§st-rday—ss #is is ¥~rtainly an af~a o téni~rn. ¢ ¢

Tei~ Brazillan ge$~rnni-nt&as fifi~d' P~trebras in #-~ past, and
P_*tr:brashas mad~ puhlit t:mmitrﬁ’*nts ty ‘d: a B~tt~r j:b in #is
ar~a.

Mr. BALLENGER. I was just turieus ¢n #~*<fi~rgy tin§~rvatien,
and se fori . ¢t - ! ¢
 Tei$~‘was a larg~ th4~-planting af~a, and I #ink #~ j~ntt~man
#®at &t it up, an -Ant~ritan liquidat~d it. Di~s #at stilf®~xist, ds
you knew? ¢ ¢

‘Ms. EDDLEMAN. I am nit awaf~ of #hat partitular prej~st. I de
kniw #hat a geed dral of ‘B~ meiy #at AID previdss'te Brazil
#is te sustaihbbi~ &~d~lepni-nt, and AID triss'ts targ~t #at
ntert~y'te Letal prej~sts, BYaud~ sent~ of #~ probi~ods in Erms of

;*nﬁ"o,rg’* d-nt af~*{nvirenni-ntal laws id #~ Andazen. But I teuld
Lok inte M~ qd~stien n at partitular prej~st, i Geu weuld Sk~
11~ ihfyrmatign $5FYEd ty Allgws:] o

Ms. EDDLEMARS RITTEN RESPONSE TO MR. BALLENGER’S QUESTION

If v~ af~ ®inking abeut 8~ sani~ prej~st, your F~teit~stien is serf~tt. An Ani~r-
itan did sn¥~ ewn & pag~r-pulp prej~¢t in Wi~ Amazed #~gitn. T udé-rstand &~ lig-
uidat~d&5s o !dings seni~ 20 §ars‘ag. ¢ -

[} - [} |

Mr. BALLENGER. | knew in flying +¥~r #hat af~a at night—lab-

f~y tut dewn en #~ 48?2 T pi~am, Wi~ burning «f -~ tiis, and
se fort, WS jungt~? - !

‘Ms. EDDLEMAN. My uné-rstanding is #at #~ rat~ o @~ei-st-
ati:n is fairly tynstant, sy it is nit & E-rribt~ stary ty t-ll in' ®at
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Wi~ situatien isn’t werss, }il‘lt it isn’t a gh~at stery B~taus~ #~ situ-
atien b asn't impre$-¥Y all ®at dramatitally. Fit~s did tak~ plat~ in

i f~gien, I #ink it was last §~ar, and #is firi~d #~ Brazilian
gornndnt te tents toj~®r wilh a plan te &4 wilh fif~s in #i-
fltuf~, and ¥~ U.S. Gvé~rnnt~nt maé~ a bintributien te ®ats~~
fort, te M~ fighting of W Foist ff-s. ‘ oo

{Mr. ‘BALLENGER- I' nsti#~' Pi~sid~nt Cardese ®as—yeu ni~ntiefi~d
werking on setial S~tdrity F~orm. Is #~FL hnS~Fort geirally—
oitan, de'fepi~—FB-taud~ of #-~ sutt~ss in Ghit~, s @at a F~asen

at #$~ i§ sutb~ss in Mat>~Frt, or ®at*~Fort in Frriral in
Seuth Ant-rita? ot ‘ -

‘Ms. EDDLEMAN. In Qbit~, #~ Qbit~an setial §~surity syst~m is
knewn partly F~tau§~ of its privatiz~d asptt. T~3~Fort of setial
&turity #~orm in Bra¥%il Was fitu§~d in att~mpts te'F~cdui-" i~
ameunt of 8-~ hudj~t ®at 13-dd te g t4 setial S~surity payni-nts,
te pensidi~rs. T~mnumb-~r is quitS=dtrdirliinary. I don’t bad~ i~
statistit o/ M~ top of my®i~ad, but it #~ally he ggg*s # mind.

i~ pilsidnt ‘wals suti~ssful, in fatt, in phssing setial §~surity
F~form, a first sut at it, a Fw—I #ink mayh~ 6 te-8 thent s batk.

i tgurts #~n o$~rturfi~d pertiens of it, se B~y i=d'te g batk
te M tgislatuf~ new and try te' &~ with ' @~ prebi~m‘a-4~tind
tini~ arsund. ! ¢ ¢ !

Mr. BALLENGER. T ank yyu.

Mr. GALLEGL Mr. Davis? , ,

Mr. DAvIS. It'is my uné-rstanding ®at in #~ S-attt~ Reund o

; TO, #~ psitisn #at @~ Brazilian ge¥~rnni-nt teek With #4-
sp~tt te &~ Unit~d Stat~s was te #~ gist~rSeni~ $~01 ' 4ppositin
te sur dnti-dumping laws, and alds te*~xpf~s$ tent~rn dhelut dissds-
steh of laber and *~nvirenni-ntal pret~ttiens in senfi-~dtien wi
trhé~‘aghi~d-nts. Could Yyeud~laberat® a littt~ hit oA #at Jesitien,
as you ané-rstand it? ¢ ¢ ¢ A

MS. EDDLEMAN. o~ Brazilian go¥~rnnt-nt is $-ry attid~ in mul-
tilat<ral and t~gisnal trad~ agt*ni-nts, he#s # TO and #~
FTAA. In S~attt! #~ ged~rnai-nt o Brazil tesk sent~ pesitiens

hat Wt~ $~ry suppertiv=' of sur pesitiins. e A

i~y af~ $~ry suppertity, Yers~tampt~, of 8@~ disput~ F~selutien
prei~ss in W= TO dnd af~ $-ry supperti¥~ o sur pesitich jh-
‘<rdlly on agritultuf~; ferS~xampts, attatking #4 EU pesitied or~x-
pert sdbsicg,{s. Toi~E~ Was attually a fairly #eerdinat~d'Latin Ant~r-
ithn apprqa*n te M~ qd~stien aheut agrisulthf~.

How~¥, sir,'you ab~ totf~it ®at en %~ anti-dumping qi-stin
#i~ Brazilian gev{rnot~nt®as Fén falrly tritital of eur enti-dum’p-
ing laws and want~d ty addi~ss #is issi~ #roudh = TO pros-
*~ss—a pesitien #at w~'eppeé-~. ‘- ¢

Alss, ¢n #~ gi~stien s \Bher and #®~*~nvirenni~nt, #~ pesitin
of #i< Brazilian geé~tnut-nt at #is peint is nit te intiuds tlad-
“Uxtud~ ni~—net ta'intiud- laber and>~hvirennitntdl issi~s in trad~
f~gitiatiens. T~y af~ afraid Mat it ssuld B~ u§~d for pret~ttienist
purpeé-s! ! ¢ ¢ ¢

Mr' Davis, E~t ni~ follswap on wWhat was B~ing ask~d hy Mr.
Balt~n§®  ®at typ~s V¢ tax #~¥Frm af~ W~ & opirg #~ Brazilian
Congi~ss will apprev-? ‘ v

‘Ms. EDDLEMAN. | uné-rstand #at #~ Brazilian tax syst~m is—
part :f i~ pr:b%*m is Wat it is $~ry, $~ry &:mp‘r‘x. f~f~ af~ many
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lag~rs of F~&-ral, stats, and letal tat~s, and #~ administrati¥~
hurd=n‘in tempani~s—#at alett is $~ry diffitult for_sempani=s te
dal wilh add te semply with! In additien, seni~ of #L agp~its of

P~ tax syst~m df~ F~gf-ssiv~ and W~F~ put in'te*~F~it as an imni!-
diat~ F~spen~ ty #~ fAnantial trisis. ¢

Fort~xathpts, &f’*f’* is a finantial transastisn tax, Whit is sensid-
t<iod te B~ fairly fghessi$~. T~ Brazikians‘w.ukd&;ﬂ%* te &% fais
tax defi~ away with-and p~baps Fplai~ it with o#@~r tyS-s o tax
ni~astf-s. ¢ ¢

Mr. DAVIS. Tei~ 1ppesitien te ﬁn,é* hanéﬁs is teming?

Ms. EDDLEMAN. ‘I #ink' tax #~rm is gri~rally a diffisult tepis,
partitularly H~fef~ munitipal>t~ttiens, Wit af~ ging te B~ tak-
ing pla¥~ in OstiB~r. ¢ -t -

Mr. Davis. I8a$~ ne mef~ qi~stins. Thank yeu, Mr. Qb airman.

Mr. GALLEGL, T®ark ydu, Mr. Ddvis. ¢

Mr. Sanfird? ¢

Mr. SANFORD. Ss, sir. A teupt~ of quitk gi~stiens.

First, as I uné®rstand it, U'S. bas hasitally *~xpf-s§~d sup-
pert of ®~ upteming oi*~ting o Ssudh Ani-ritan pi-sid-nts in
Blazil But sent~ ept~bad~ Fgist~f~d @~ teni~rn ®at, w1\, n,

is is anyM¥r attupt at Brazil basitally trying te pf-ss for
quitk~r int~gratien of, basitally, Seuh Api-ritan <sdntriss in'ad-
vani~ of @i~ FTAA M gitiatiens. ¢

D y‘:u aghi~ with gf* t:ﬂi*rn, 4T, Ny, it is an unwarrant~d #4n-
~rn? -

Ms. EDDLEMAN. As a j~fi~ral matt~r, v~ #ink #~ id~a o a
Seuth Ant-ritan summit is a $~ry geed id~a. It is an sppertunity—
it'is #~ first tini~ #~ Seuls Aniwrilan pisid-nts will B~ j-tting

te~®F~r in o~ plais, I Mink®~¥~r, and it is ging te addi=~ss, in
ol und-rstdnding, a rang~ of issd~s, insluding'trad~'but alss &--
tnetraty, infrastrustuf~, tednt~r nartitits qir~stiens, and #-r
trdnsnatisnal issd-s. ¢ ¢ ‘

Ty S~ #idk ®at~Forts fir #~ F~ginal tad-rs, and partitularly

impertant plag-rs lik~ Brhzil, te addf~ss #~§~ kind of qd~stiens,

at' #~§~ af~ laudabi~*~firts. ¢ !
i~ peint yeu mak~ wite Basptt te trads & yWi~F-r, is Wil talksn.
Ty i #s Wat dginal trads agh¥~ni-hts, if ot is i purpe§~ o —
i~ of M~ purprsls of ®is ni*ting, is ®at ®at’s an ati~ptAhi~'eh-
F-ttit~ as ling ds #i48~ F-gisnal agri~ni-nts af~ net trads-div-rting
and af~ tedsist~nt with #=' TO.- ‘ -
Mr. SANFOMRp. it f~sp~tt te setial §~turity F~orm, de you lik~
wWhat bas bapp-ri~d wilh %~ id-a' if #i~&~ privat~ or p-tsehal as-

teunts? Or de you dislik~ what asbapp~ri-~d? ¢ ‘

‘Ms. EDDLEMAN. In t~rms of privatiz~d setial §~turity astyunts?
I®ad~ te say, sir, I den’t kndw ~neugh abolit it te gi¥~"you 4 goed
answ~r. ‘But I teuld fry te §~t batk-te ydu wilh' & D~pdrtoi-rithl
visw, i yeu lik~'T #ink #i~Ti~asury ‘D~partni~nt prebably tak-s
#i~ t~ad oh #~8~ kind of ®ings, ®ough. ¢

[T~ in}”:rmatizn FFYi-d tef :‘A:Ws:]

Ms. EDDLEMARS RITTEN RESPONSE TO MR. SANFORD’S QUESTION

A numb-r of Latin Api-ritan syuntris, B-ginning wilh Obit~ in 1981 and intiud-
ing P*ru,‘Co,k‘qmbia,‘Arg‘ntina, U‘rugua}_f, Biitvia, M-xits, and El Sakvador,i.naw -
fornt~d #i~it $4tial §~vurity syst~ms*~ili~r §y f~plat~ yr Supptsni=nt publit fnsiens

Wit individual in¥~stoi~nt/savings aﬂ:unts‘. In many ta~s #i-§~ :'f‘ T partial
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privatizatiyns of setial é‘*&urityhafr* intfa§~d M~ Frseuri=s availabi~ ty individual
Ptiféss an'd b d ¥~ *xpand~d #~ sit~ of tapital mark-td in ®~§~ seuntrils. T~ sus-
iss of ¥~ programs®as vari~d frem Yeuntry te teuntry. !

(} (. [} [} « ot

Mr. SANFORD. u®bandt~*~tsnemit issi~s, # qub, right?

Ms. EDDLEMAN™I de¢ ®andt~3~thnemit issi~s. " T#~ setial §~turity
f‘*f;,rxn“*ﬁ‘":rt in e~ ﬁ*nsi:n systnd in Quit~ bas Hih $~rys~F=i-
i,

Mr. SANFORD. Right.

Ms. EDDLEMAN. But it is untt~ar wei~#i~r it has BénS~F-etiv~
B~tau§~ o #~ partitulars o #~ Qbit~an®~tenemy, Wil difFrs
sent~what Tem #~ situatied of Brazil, whit lis'a mu# mef~ &~t-
t<bodeireus Yuntry in wWoith Yeubad~ wids variatiens in insenis.

T 6~ a sylstm lik~ #at wedld werk in Brazil ist®t #t~ar. It4has
Bén $~ry suti~ssful in Obit~, ¢ ¢

Senis, in fast, in @~ Unit~d Stat~s ba¥~ Lyelk~d to %~ Obit~an
medsl and®ad~ advesat~d adeption of asp~sts Wi~ in ‘%~ U.S.

Mr. SANFORD. S~8. Alfhoudd I'wiuld tak~*~xi~ptien #i~f~, and
t~rtainly you to¥ §%~ a'wid~ rahg~ of diff~f-nt fntenis $~9-is

F~n yeu g te Wi~ And-s in Qbit~ oro~ilti~r %~ And-s Yyn @~ Ar-
Fntif~an sig-! ! )

- T~ missien aft~r #~ fast—I was fFally teni~rfi~d absut wWhat

Qappri~d in' B~ru. T~ missiin ait~r #~ fatt! di~s ®at*{mheléd~n

5~ept~ er*~nteuraf~ ®-m te say, $s, you ] db~ad, you greth all
4 martht~s, dnd &~ w o & ods t&’* #old halkls #i~ rut~4, and #i~y
at~ giing te §<nd a misdien aft~r #=~'fast to l-lp us te Lok at M-
Bttt wark in t~rms of &~moetratization? De yeu aght~ Wilh #at
or disagh$~? ! ¢ ‘ U
' Ms. EDDLEMAK.  ®~ ¥~rtainly ®a¥~ seni~rns abeut #~ situatien
in P<ru, and yeur peints af~ w~il tak~h. In t~rmd of giving ysu'a
D~partai~ntal Pesitién, I weuld B~ sut of my &~ph'ir deimg ®at.
I den’t®andt~ Piry, Sir. ¢ et v -

Y%~ inf :rmati:n tFri~d t: -":‘A:Ws:]

Ms. EDDLEMARS RITTEN RESPONSE TO MR. SANFORD’S QUESTION

A _°‘* i*r‘tainlyknax'r* t;qni*rns about M~ situatien in P*‘ru,_and wur lggints af~ Wil
tak¥H: °~ suppert @Y tentiusi’n of OASS~t~dtien obh§~ré-~rs #at Pdra’s natiynal
S<i~tteral prqi’*§§‘V&hi*‘ +turfi~d P_f'ksid‘n_t Fujim'iri to offik~ was net % and Yair
_and fait~d t} ni%~t int-rnatiynally f~tsgnis~d stanbare ‘' *~ vi~lsgni! ¥~ OAS G-n-
Ssral As§~mbly Fselutien tadking a sf'~tia} missisn te P-ru t+ &~¥lip preprsals for
dmytratit #~irm' and W~ fully-suppert #i~ 0AY wirE S~‘af~ ur'ging hl! partits
te #P~ politisal prei=ss to werk wi&\_&f‘* OAS ty é&~¥4yp and impi~rf=nt F~firms ty
#-~ juditial and*~¥~steral sySt~ms, ni~asufs teSband prot~stien 1% umar rights
and {F4~dem n‘"”_‘xpf“‘ssign, and st~ps tg“‘nsu‘f'“tivilian h,‘ntro,.l‘ of "&7* int~lligni~
§~rvit~s ahd droi~d firitg - will werk wi -~ Fu'imo,r‘i #$~‘noni~nt as Ling as
it ni¥~ts its semmitoints te i~ OAS and ty stP~ngli~n' &~detraty. Hyw~r- vi~
af~ f“v'r*wing‘qll_ asptts o 'sur F-lations yvi*n P-ru-wilh a vi‘w te f~spnding ap-
pr:priaf‘ly fTal. &:mmiﬂn’r‘nts af~ n\:t nr~t. ¢ ¢ -

Mr. SANFORD. T®ank yeu.

Ms. EDDLEMAN. But I will taks it hatk.

Mr. GALLEGL, T®ank yiu ¥~ry mu#, Madam S-~sf~tary, for
B~ingti~f~ #is art~rneen. Afain, I'apelegiz~ for teming in lat~, ald
I anr suf~ W~ will B~ §%ing-a Lot meP~'aSath Mi~r m -~ futui-.

T ?ﬁpr‘tiaﬁ* your t-stimony téday.! ‘

I M~ 1r~xt part~l weuld deni~ Yorward.

I #~ally apelegiz~ v teming ini~i~ lat~.

Ms. EDDLEMAN. Té'anK yyuv-ry mu u":rhl aving nt-~.
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Mr. GALLEGLy T®anks for werking with sur felks.

I want te Ww~heni~ sur §444nd par~i teday, an¥d it is an' ener For
us te bad #i~ Ambabsader ‘with us, add I #ank yeu for indkidg
Wi~ i<k up @~E~ te tent~ and testify Bt sur Corimitts~ teday

Mr. Ambassader, W will start with yed, ar'd yeu' af~ W-lterdi~ to
start yyur stat~ni-nt. ¢ ¢ ! ¢

STATEMENTS OF H. E. RUBENS BARBOSA, AMBASSADOR,
EMBASSY OF BRAZIL

Ambassader BARBOSA. Thank yeu $~ry mu, R~pi~&-ntati~

b qaal DA L ane | I, mus, U
Gali~gly, for inviting oi~ te B~ pt"é"nt <i~ in -~ Committé~. Tt
is an® et for ois tytxamin~ #- situati:n in Brazil dnd #i~ #~la-

tiendb i Wite ‘i~ U.S.

[ will B~ summarizing my pt~pat~d stat~ni-nt, whilh I®ad~ al-
f~ady submitt~d te yeu,-Mr. Obairman, {ir #~ F~terd.

Mr. GALLEGE ' i sut obj~ttien, ®at'will B~ nlad~ a part of 8~
f~terd in its*~ntit~ty. ¢ { {

Ambassadir BARBOSA. Thank yeu. ,

I&ad~ pi~bai~d sent~ temni-nts &~F~ yn #~ Brazilian—deni=stit
situatien, but I #ink #at #F~ Assistant' S~tf~tary se¥~F~d Wat te
a larg~xt-nt. I just will stf~ss #at if W~ sould suthmariz~ seni!
of Werat happ~ri~d in Brazil in #~ last 10 §4ars, I wiuld say twe
Werds—moed~rnizatien and &~moetraty. Etenemit meé~rtnizationbal
trinsfirntld #~ touhtry, as W~ as #i~ stf~haMi-nihg o @&~mbtraty
aft~r & f-ried of du sritarian ge¥-rnni-nt. Ris is @ fourh gev-
*~rnoi~nt aftsr #~ tivilian rut~ wis batk in Brazil. ¢ -

In t=rms of ®~~tenemy, W~ af~ in #~ middt~ of a F-ry strong
pregram o*tenemit ‘sthbilizatity, *~ manaj~d ty Yurb inflatied t
i~ ghowM And f-stef~ ter¥id-ni~ abread. Brazil, di~ te' #i$
situdtierr, teday is #i~ #hird larg~st F~tipHnt of fef~ign dif4t in-
$stotnt with e$~r $31 hillien last §~ar. This ‘§-ar v~ ®ink #at

¥~ numb~r will' B~ similar.

In t~rms_ of prieriti~s in #~3~tynemis af~a, #F~ stahilization pre-
gram and Wi~ /i@t against inflatted and £~duttien of #~ fistal -
rtit F~main prieriti~s 7 #~ geF-rnni-nt. T~ setlal F~orms and #i~
stingi~ning 4 %~ Blletatidns For #~&~ setlal af~ad—S~dutation,
Gi~a.l, setiat ~surity—Af~ dise thp in eur prierity. T~ impre$--
ni-nt, i tenselidatien of d~medraty, is dise sur' main prierity.

In t~rms Y Fei~ign' pility, I'‘%ink #®at I'dsuid ni-ntidn ®at is
a tep prierity fér us—#¥~ tinselidation of #~ P gienal tra¥ing hiet.
M-~teesur!, int-grat~d by Ar§ntina, Brazj,, Urugady, and Paragudy,
and Alse #i~%<Firts te torselidat~ Seulh Ani-rita ag a unit- Te~
FFtni was mhé~ Wi abyut #~ dummit, and F~baps I seuid
distuss furii~r ®at. ¢ ¢

Alse, W~ af~ temmitt~d te distussing at #is staj~ #i~ FTAA, %~
Fi4~ Trad~ Af~A of #~ Adi~ritas. Bat it is impirtant wei~n e~
tinsidrs #~ Brazilian pesitien in #-latien te #~giynal int~gratiyn,
bV# in Seuth Ant-rita ald @~ §~misgidi~ bty un&-rstand #at'as
{dr as Brazil is sini~rii~d #~ majer trading partii~r for us is nt
#i~ Unit~d Stat~s! it is Eurep~, tendid~i~d asa hlet. ¢ {

Tvi-ntyt~ight Pri~nt of Yur ttad~ is with Eutep~. T~ Unit~d
Staf~s teni~s nermally, #ir8l aft~r Spulh Ani~risa' Last §~ar, qi~
te M~ Fi~ssien' and +8~r F~asins, #~ Unit~d Stat~s H~sani~ &~
é’\&:nd \arf~st trading partii-r. Individually, 1 &:uré’*, W~ Unit~d
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Stat~s is M~ bighst trading partiisr v~ ®ad$~. But as a griup,
Seufd Anpi-rita tani~s §~tond and #~ Unit~d Stat~s teni~s-®'ird.
St #is®as te B~'&%n in Frsp~stit~ wi~n ot~ tri<s to bné-rstand
odr positien ih Flatien te 8~ trads f~getiation, !
U As Yar hs U.S.-Brazil ‘hilat-ral f-latlens, \§~ fi~$~r bad sult a
#ood stajde. It is an®xisit-nt +e *~bhav~ d~F~lip~d in 8~ last
ylars a tend-rgni~ of valdss, of frank, transpaf~it dialegi~. For
many y-ats, I tan’t #~i~mB-~r a B~tt~r H~ried in sur #-latidns.

Brazil is impertant te #~ U.S, as # U.S. is impbrtant te
Brazi}. As I said, individually, #~ U.S. is #~ majer trading part‘-
fisr, #~ larfst int~ster, W~ ba¥~ geed teef-ratidn in all-at-as.
And Brazil, for #i~ Unit~d Stat~s is-Alse, 48 W~ &3 it, impertant.
T < af~ #i~ 11 trading partfi~r t¢ #4 U.S. T~ U.S. stak~s in

Brazi} af~*~nsrmous, p*i aps nit always appf~tiat~d &~F~, und-r-

steed@i~i~. ¢ {

Yulbad~ US. int~t-sts U.S. tsmpani~sbad~ #i~ karg;st_inﬁ*st-

niMt—FoF~ign dif~st in¥~stui-nt th Brazil #an in any +#i~r*~ni-rg
ing mar’k‘t'tguntrl’*s,‘ intluding Russia, ina, Indi4, and *~v-n
M=xits, te my surpri$~. U.S. in¥~stni~nt in Brazil is 50 p~ré-nt

h i gt~ n in M-xits.

# you tak~ #i~ 500'tep U.S. tempani~s, ¥~ Ferturt~ list, +¥~r 420
af~ hd§~d in Brazil. Se! in trad?, as I said, v~ di~ #i~ 11" trading
]_)artfr*r with yeg, with $13 hillisn®~xperts te Brazil, In #~ last 5
y~ars, #~ US! bas &~Flip~d & trad! surplus wih us. Ceming
giwn, it is tri~. Last §~ar'v~®ad ri~arly $2 billi:n o $1.9 Billi:n
\fitit.

Brazil is ot~ of 8~ Fw tountri~s with Wil .yo,uhna\'% a surpius,
and #is®&ak net pf~Fnt~d Brazil frim E;ing ptbaps §~F~ily at
F-tt~d by t-strittions in eur®~xperts ‘te #®-~ Ynit~d Stat~s. It bap-
P=ns, and I am net qi-sthining ¥ at M~ Unit~d Stat~s, is #~ most
of~n, ®~ most lifral tedntry-in #~ werld, is an impertsr of dst
tsert with $200 or $300' billien &~fsit. But itk p‘g‘ns foat—in i~
ta8' of Brazil, mYst of eur thain predutts af~ aff~tt~d hy f-strit-
tiens.'If you at~ idt~Fistdd, W~ tan te'ni~ batk to ®is peint.
1h“In E*%m‘s f\}f i~ ."*g;is i~ 1 #ink ‘h;}t‘ o~ Bti?Zﬂbiran Vi’;;v is

at aft~r NAFTA %~ >~tenimit §egra of W~ @-mispli~f-

andE S~ tharly bhav~ f P diug:fgrrlt afzaé. ou bav~ Norle
Anf-rita, with Canada, M-~xits, and %~ Unif~d t~s; you tlad~
C-ntral Ant-rita and #~ Carilh~an; and yeu®a¥~ Seuth Ani-~rita.
is is a taljty, and W~ #ink that #= tini~ is right for a fw
appria#, a -~ appriat teward %~ @§~misgi~F~ m weiidy U.S.
*<tendmit and Fef~ign pllity weuld tak~ inte tensid~ration %~ dif
FPritiatiens #htt~xist in gﬁ F~misgti~F~, Aet'enly in E¥ms of @~
individua! #aratt-ristits o ®~ tountri~s, but‘alse ahout % di~
Fi~nt Waratt-ristits of @4 F~giond #at>~xist in #is ata. ,

Seutt Ani-rista is #~ tag~ in'peint. E¥~n ®ough W~ &~ar mu
ahelit Latin Ant-rita @§~f~ and abyut Latin sedntris, aft~r a §~ar
&<t~ in #~ Unit~d Stat~s as Ambhssadr, I dan say %at, as I &%
it, Wwei~n yeu sp~ak aheut Latin Ani~rita! yeu af~ sp~aking astually
aheut M~%its and ahsut G-ntral Ani-rita,‘net aheut Se Anf-r-
ital This is a'qi~stien'—an impertant qi~stied te B disthsé~d.

T~ af~ giving impertani~ ty Seuth Ani-rita, ds it was nintiefi~d
6~f~, Btaus~ W~ #ihk #at Syulhs Ant-ritalbas a h,mml,nblistlry,
tymmyn valti~s, and W~ af-~, ‘u":r i~ first tint~S~$r :‘lding is
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nt~ting Wil will tak~ plai~ on #~ 31st of August. It will B~ 8~
first>~~r summit amqngbf*‘adé of statss of 8~ T2tk *~&a¥- a
&~fif~d agend& S~ Wilt B~ distussing a ‘sti~ngli~ding o &~mot-
ra®¥y. >~ will B~ distussing drug prebt~ms. Mest-impertant, W~ whll
B~ distussing F~gisnal int<grativn, S ysital int~grati¢n, in t~rms o
*~fi~rgy, temmuntsitiens, and t~2~tsmmunitatiens. !

is is' geed, T Wihk, firs~dryBedy. It wad ni-ntiei~d #at 8~
U.S. Gev~rhiitnt bas suppert~d #is initiati$-, 1 will +pn
f*w spbertuniti~s of diing Busifi~ss and trad~ B~tww$n #~ nirle,
i~ Unitdd Stat~s, NAFTA; and us. ¢

For you te ®ad$~ an impertant visw of %~ of~aning of ®is ois~t-
ing,'yod kniw #at in*~t¥gy, fir insthni~, Seulh Avitrita is §\°
suffistnt in' vil, natural gas, sehl, and wat~r! Whilh is a pf~tisus
temmoedity. This will B~ distus§~d fir 8~ first tint~ in i~ futdi-.

‘T~ main prieriti~s, as Brazil §%s it, in M~ f~gien af~ #i~
sti~ngMi~ning o d~metraty, fighting drug, and trad~ &nd in¥-st-
M BET >~ af~ dmmittd in #F~Ti~getiatierms in M=rtysur as sur tep
prisrity. T~3<kpansien o M-rtesdr to ‘Seuth Anitita, indludidhg
'S tountri~s, #~ And'an seuhtris‘as Gssetiat~ ni~mb-rs, and
%~ distlission about #~ FTAA OfF tsur§~, W~ Will B~ distussing #i~
FTAA, %~ Fii~ Trad~ Af~a, attirding te sur natisnal int~f~st, as
you will B~ distussing atterding th yeur nlatienal int~f-sts.

\Ti~F~ af~ printipts &t @i~ pE<sid-nts of 8~ F~gion, #i~E-ni-
s~ Wav~ apprev-d. T~y will B~ follewid g #i-§~ pr‘in&ip%*s—thf'*
markst ati~ss, t~dipretity >~ #ink Wbt by 2005 W~ badv~ a F~a-
senaht~ #ank~ t1®ad' seni~#ing in plak-.

'Se I #ink d &t #~ +lationddip B~tws~n Brazi) and #~ Unit~d
Staf~s is*~x#lt~nt, and sur'viws in @~ G-~mispti~F~ af~ dbai-d.

i~ inti~a§~d sensultatling B~tw¥&n sur twe seuntriss in #is
frank and transpaf~nt wdy, se¥-ring all f #'8~'at-as, af~ geed
and af~ psitiv=, fruitful te eur'twe truntri‘s. -

I #ink Wat M~ titt~ o His hf‘*érihig, a5~ strat~gy of Brazil-U.S.
as strat~git partii~rs or $~gisnal semptiters—as w~ &~ i, W~ §5~
#i~ Unit<d Stat~s as & stratgit pabtimg. S~ would ik~ to b ad~ &
sant~ vi*w frem M~ Unit~d- Stat~s, H~taus~ W~ stalk~§ H~twsn
Brazii and Utlit~d Stat~s af~ o a sert #at #~F~ is ne alt~rnati$~
te #is strat~git partrirdbip. ¢ ¢

T® ank yyuv-ry mudt.

[T~ ptbaf~d stat~ni-nt o Ambassader Barhesa app-ars in #i~
app~ndix.] ¢ ! !

Mr. GALLEGL, T ank yeu $~ry mu#, Mr. Ambassador.

Mr. May, Dif*tter of MERCOSUL, weuld yeu ptad~ pf~&-nt yeur
stat~ni~nt? A ¢ ¢ ¢

STATEMENT OF MICHAEL A. MAY, DIRECTOR, MERCOSUL—
SOUTH AMERICA PROJECT, CENTER FOR STRATEGIC AND
INTERNATIONAL STUDIES

Mr. MA# Thank yeu, Mr. Qb airman.

My nani® is Mi# &%\ May. I dif~t #~ Brazii MERCOSUL prij~it
at M~ C-nt~r fir Strat~git and Int~rnatisnal Studi~s, and I whu.d
ik~ te mak~ sdoi~ bri~-peints and F~qitst ®at my t~stimeny B~
plai~d in #~ #4erd. ! ‘

B~f1f~ B~ginnihg, [ weuld ik~ te F~tsgniz~ Brazilian Ambassader
Barb:%a, V\h: bas w:rl‘%wi tif~t~dsly ﬁ:’ impr:\'?* U.S.-Brazil f~lA-
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tiens, and&~®as pursi~d®is missisn®~f~rj~titally and is $~ry as-
ti¥~ in d&~F~leping ni~aningful links'H~twi-n Brazil and #~ M-~m-
Brs of #i~ Cingfss. -

Mr! GALLE(}E?‘ i eut obj~stien, Mr. May, yeour t~stimeny will
B~ put in #~ #~¥erd in {ts tdmpt~t Form. ¢ ¢

Mr. Ma, ’Ih:arikyqu. ! ( , ,

I tyngratulat~ you'and #~ Subtemmitti~ fir & slding #®is tinily
f~arihg and *~ntelirag~ you and V-rs te tak' additimal fira
availabt~ &-~ditatld te Brdzil,, Ar#intina, dnd #~ &mottatit end
staht~ tyuntriss of #< Seuli~rn Cani~. ¢

Iadt Bin &laling wilh Brazi! preFsssisnally fir 20 $~ars and
still find ﬁ)at U.S. #~atiens wilh Brakil af® seni~Wat of an®~nig
ma. F~w ofi~r tountriss ‘with %~ strat-git si?~ and*~tshemit amd
temni~reidl pet~rtial af~ as ignif~d by TF.S. plity makird and #-~

yngf~ss as Brazil. T~ U.S:zBlazil flatiendip b suld net sufr
frinr Bnign f~g¥E *~ dould giv~ suFitiint atbntlen to it.

CSIS bas timgissiinal dutt~a#h, and with i~ subpett of senis
of your telt~agi<s suth as Mr. Davis v~ at~ d~Flip~d #-{ Brhzil
MERCOSUL %yngt-ssisnal study greup. T~ 19-nilmb~r tynghs-
sienal study gryup is t§ B~ ud~d as d Fsuri~ for #~ Conghss in

iiping te*~xpahd its khewt~dj~ and frsu$ on s inst~abingly im-
pertant #4gien of ¥~ Unit~d Stat~s. { -

‘Tei~ CGShad tyunt~rpart groups in #i~ Brazilian and Arj~ntirfi~
Congtss. Ort~ +f Wi~ nf~mPb-rs'a Brazilian Cyngf~ssman is-sitting
G4 ~tiday, D~puty Re#ti~s. ‘- -

It is'inf~tsting. CSIS®as spinsef~d frur fatt-finding visits of 2
K~y tengh-ssisnat staff te Brazil ih MERCOSUL. Fer-mst of %~
staff, it was #~ir first vidit ts anywli~fF~ in Latin Ani‘\rita' T6\ ma-
jerity of @~ greupad Bi-n ty Taiwan and +#F~r teuntri<s in Asia,
hut it Was #~it first trip inte '@~ F~gion. T84s is afs~xampt~ of #i~
ié~d #at v~ fi%d te do te -t me~'ef an int~r#bang~ and‘rais~

i~ $~9~1 of und-rstaddig. ¢ - t ot -

I #ink! unfirtunat~ly,-far tes oft~n ®~ institutienal ni~mery of
#i~ U.S.-Brazi! #~latiens ameng'ndest of sur pelity thaksrs is &) ot
and mayB~ it gi~s batk ty Mi<>~t4tifn Y Celrdesy, #i~ f~al plhn.
I Bli~9~ #at it Yentribut~4 te f~apd seti~what' of an intensist~nt
Flatisndbip. ¢ ¢ ¢ ¢ !

U.S! pelity maksrs paint Latin Ani-rita with a $~ry wid~ brudh,
and ¥~ry' oft~n tensidr Seulh Ani-rita te B~ an*~xt<nsien o M-x-
ity. Brazil' is of bentifi-ntd] sif~. It bas 4 land af~a of 8.3 ‘millien
squaf~ mits. ‘It Was a bug~ manufatturing pet-ntial! $900 hilliin
GDP, and a pypuiatign sf*abgut 170 milliyn ‘P:rtugli«é«-sﬁ«akiﬁg
prepis. N N

Brazi’s*~tsnemy is larj~r #an #at o Russia’s, and it attrasts
abeut %~ tidi~§ mef~ Ani~risan in¥~stoi'nt #an Gbina. Teday, 8§~
Brhzil-U.S. f~latishdip is mef~ matuf~ and dynamis, dnd hel
sids af~ att~mpting te intF~ad~ t~Fis of F-sp~tt~d temmunitatiin.

reugh trials ang=~rrr, ¥~ ®&ad-t<stablidi~d an*~Fitit~ working
t-latisndbip as he# telintri~s teni~ntrat~ mef~ in*~xpané-d'trads
and ﬂnnff‘ri". { t { ] t {

I Bt~ #at it is $~ry impertant for 8~ Unit~d Stat~s te F~trg
niz~ #®at Brazil, nit unlik~ Cenada 1 tle§~st alli~s%a *~st'rn Ba-
r:ﬁ*, will pursi~ &n ind~p-né-nt u“:f’*ién p:lity. is is natural,
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and it is inditativ~ :1’ a matuf~ i’*lati:n&\ ip huilt 0 mutuaal P~
sp~it.

Brazil’s invel¥~nf~nt in MERCOSUL is ¥~ry impertant. As ni~n-
tisti~d, MERCOSUL tinsists of Arg~ntina, Brazil,'Paraguay, and
Utuguay. It was firniid in 1991, and Obit~ and Bilivia-af~ asse-
tiat< pismBrs. It s #i~ #ird larj~st trading blesk in #~ werld,
bas a GDP o absut $1.3 trillisn, a pepulatien o e¥~r 200 miflien
Pepts, and 1t asthunts For o5~ 50 F~dnt of ® ihdustrial eutpht
of Latin Anfi-rita. Cl ! !

' Brazil is by far #-~ larj~st oi~mB-r teuntry o MERCOSUL, at-
tounting for met~ ®an twe-Birds of #L bleik’s GDP. Arj~ntina’s
piri~ntagis aBeut 25 pritnt. { { -

At qut #i~F8as Bin sent~ tansien Btwé~n Brazil and Arj~n-
tina, by# tyuntriss at~ wetking bartl te #<sel¥~ trad~ prebtems,
and MERCOSUL is a fatt_of Lif~.“T8~ surf~nty issi-~ is prebiimatis.
Brazil’s #~al fleats wWhit~ ¥~ Arg-ntift~ p~se is p~gh~d ofi~ on i~
wilh %~ dellad by a turf-nty heard. Tois iSsi~ wit prébably shn-
tind~ te tad§~ sent~ ameunt of tnsien. ¢ ¢

But &-spit~ #~ tyntiduing'prebi~ths #at fai~ MERCOSUL #sun-
triss, suly_as M~ sdni~ probt~ms #at weuld fat~ #~ U.S. and Can-
ada, and #i~ U.S. and Mixity, Qbit~—MF~ group is $~ry tM@~sid~.
Juit~ plans te Btent~ a full Y~mb~r o MERCOSUL. It is' #~arly
in i~ Bst intfst' o #~ Unit~d Stat-$ te*~ngaj~ Brazil, te*~ngaj
MERCOSU#: %~ dhvould net B~ afraid,' ner B~ ignerant' of s
;T S 46 suld un@-rstar'd & +w it funttidns, and W~ dodid try
tisngaj~ it ad mu#h as pessibi= ‘ ¢

‘T4« Eursp~an Unien’s pi~datery and agst~ssiv~ agrituitural ps\-
ity ®as B¥n a majir bindrant~"ty EUMERCOSUL ink~gratish.
N$~riti~t~ss, i~ Eutep~an Unien tyntind~s ty aget~ssid~ly-pursi-
a {F4~ trad~ aght~ni-nt with MERCOSUL, w1t~ #~ Unit~d Stat~s
f~mains, unfirtunat-ly, in i~ sidlirt-s.

MERCOSUL’s &~motraty siaus~®as Fén instrunt~ntal in main-
taining &~motraty in Paraguay. Brazil plaj~d a ¥-ry, ¥-ry K~y ret=
in #®is. I ®ihk ®at d~mgiraty is in Paraguay in lari~ part di~‘te
Brazilian invel$~ni-nt. T~ MERCOSUL -tsuntri~s &aé~ dramatit
tally #~dub~d $-nsiens by F~duting #~ir militart~s and*~liminating
missit~ and nutt~ar' pregrams. - -
_ Brazil bas alss teefrat~d wilh %~ Unit~d Stat~s in ni~diating
Wi~ P-ru-Etuader Bird~r tenflist, and it will B~ int~Fsting te &%=
b ow tle8~ W~ twe tduntri~d will B~ as far as teef-rating in-Clem-
hia. « « N S

T~ Ambassader ni~ntieii~d abeut ®~ summit ®at is tyming up.
I #ink #is is & $~ry nhtura) dMi¥~ting. It is i~ #at' @~ -U.S.
4 suld suppert, and it is i~ ®at %~ U.S. & odid tentind~ te B~
indel¥~d witd as mu as prssibi-. ¢ ! ¢

T~ Fié~ Trad~ of @~ Ali-ritas, 8~ FTAA, is prejtt~d te ten-
tlué~ in M~ §~ar 2005. D~spit~ publit stat~ni-nts by #i~ Adiris-
tration, and sent~ in Congt~ss, with sut fast tratk ngtiating au-

erity, #i~ U'S. is p~tiviv~d in @ F~gien as alee/hnd unsen-
i~Mi~d. D-spit~ #~ fait Mat U.S. fi~gitiatirs bad~ Bin dilig=ntly
taking part in %~ FTAA werking grilips, ‘#~ p~ri~ptign f~mains
#at i~ FTAA, and*~sp~tially #i~syu#~rn part o Seulh Ant-rita,
af~ net pri:riti‘s f o #F~ Unif~d Stats. ot
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T~ ri~xt administratisn and Cengf~ss b suld seef~rat~ teS~nast
fast tratk and tak~ #i\r strong tynsf~t~ hetiend'te b ow' Brazil
and #i~ MERCOSUL ‘&mitradi~s, and #~G-~misgti~F~ ad a v ot~
#®at W~ af~ ind%~d §~risud in &~Fleping strang ti~s with #is ‘in-
tf~asingly impsrtant #~glen. ot

Brazit and #i~ Unit-d ‘Stat~s will B~ #~ final §t of FTAA &-
pisid~nts in #~ Pfried imni~diat~ly prier te #~ senslusion of W~
f~getiations of FTAA'in 2005. I #ink it is'$~ry #~ar #'at W~f~
wid'B~ nd FTAA unt~ss #~ Unit~d Stat~s and Brazil af~ fully*~n-
#ajdin ®is prei-ss.

- Fwill t~at~ @\ trad~ and in¥~stotnt issd~s—8F~y®ad~ Hin syv-

SsPad—fir my telbagi~ from M~ GbamPB-r. But 1 weuld Lk~ 't
mak~ ot~ small peint on #at, ®at aheut 2 mendhs dge i~ U.S!
and Brazil sig'r‘d tn ajft~ni-nt We~f~Ry Aniritan tentpani~s tan
laun® sat~lift~s from Brazil’s Alasentra Spat~ C-nt-t. This is §~t
ano#i~r*~xampt~ of @~ impertani-‘'e ¥~ strong and maturing -
latiendhip #at #4 twe teunfri~sbad~ Bi=n abt~te &~Flip. -

Finally, #~garding #~'futuf~, oit~ of #~ mest'int~F~dting ;pro,b—
t~ms aff~ttiny #F~ twe seuntri~s s a Surprisicly latk o knewt~d
ahyut®~a qgi‘*r # at' 5 aps mayS~xist amengst @~ ‘adrdj~ j-
sy, ISntbirajs Congfrss ty tak~ a preditn~ ret~ in visiting
Brazil, and *~sp~tially -ni%-tinl ysur Brazilian tnisf~ssisnal tei=
t~agi~s. CSIS’s tengi~ssisnal study group weuld B phead~§ to §4p
in ®is*~Fort. ¢ - v - ! ¢ ¢

I weuld'sugi~st ®at hel seuntri~s ind~stigat~ ways te sti~am-
lirt~ M~ tourist visa pre¥$§-s, ‘te*~nteurag~ mif~ int-rastiyn o eur
Popts. It'is int~Fsting M at ¥~ aft met~ Adt-ritan teuristd ¥at
visit seni~ small Caribh~an seuntri~s #an visit Brazil. Brazil is
just a B~autiful teuntry and ¥ty inviting.

P~ futuf~ will'bring its dyat~ of disapti~ni-nts, but 8~y will B~
diff~f<ni~s aming frinds. T~ U.S. and Brazil at~ distintt ssun-
triss with sp~#ifit vital int~F~sts. Al#boud #~F~ is aght~pi-nt
most issi~s, and I #~f~at mest issd~s, ¥~ will net aghé~ wilh Bradil
ynS~i-ryding. T~ impertaht peint for be# tedntrrs is #at,*~F-n

disaghi~nnt, i~y dentind~'ty strid~' for B~tt~r und-rstanding
and te Ti~Fer Lo~ sigt {7 %~ string hind'and fit~nddbip Mat®x
ists Bitwé~n M~ twe-teuhtri~s and #~ir f~eptes.

ank yeu. e t

[Tei~ ptpat~d stat~ni-nt o Mr. May app~ars in %~ app~ndix.]

Mr. GALLEGLy T®ank yeu $~ry mu#t, Mr. May.

Our f~xt withsss is M Mark Smi#h, Ef~suti$~ Dif~iter, U.S.-
Brazil Busirt~ss Ceuntil. ¢

Mr. Smit? ¢

STATEMENT OF MARK SMITH, EXECUTIVE DIRECTOR, U.S.-
BRAZIL BUSINESS COUNCIL

Mr. SMITH. Thank yeu $~ry mut.

Geod ait~rneen, M. Qhairman and M-mb-rs o W S<st<rn
Hndisgti~F~ StBsemmiti~. ‘

I am Mark Smi, and I am #~ Ef~tuti$~ Dif~tter of %~ Brazil-
U.S. Busiftss Ceuntil, and Dif~tter of Latin Api~ritan Affairs for

i~ U.S. bamPsr of Comuni-ri~. § dppi~tiat~ #~ ¢ppertunity b
tstify tyday t~garding i~ pr:sf)*tts f:I‘ ¥~ Brazi\'U.8. f‘*lati:n‘-

ip. - -
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Tei~ Brazil-U.S. Busirt~ss Countil is an srganizatien {fetu$~d in
primeting a strat~git parti~r#ip B~twwén'Brazil arld #~ Unit'd
StAt~S, te intf~ad~ M~ flow of trad~ and ind~stoint B~twin sur
twe seunltri~s. T~ Countil Bas twe seuntry §ttiens—i~ in M~
Unit~§ Stat~s bhas~d ¥ adbingteh, Wik Fpi-§-nts'65 o M-
larfst dif~st U.S. in¥~sters in Brdzil, and ¢fi~ in Brazil, ha8~d in
Rise &~ Jart~irs, Whith F~p¥~§-nts majer Bradilian terperatiens wi
inB~f~st in #{ Unit~d Stat-s, as W~ll'as Brazil Stat~ F~&-tatien o
Industry and k~y traé~ assstiations. ot

Brazil is #~ tep prierity mafkst for any U.S. ssmpany wilh a
sabal prrspaativl. In 1999, atterding to tz'r* U.S. ‘D-partui~nt o
€dmni~ri~, M~ tetal stetk of U.S. Afdign dif~#t iny~stoint in
Bazi, Fali~d o¥r $35' hillden, surpdssing M~xity, whilh is $34
hillien, and F~ading 4% tintds M~ <5 12 U.S. dit~tt inf-stuint
in Ghina, -

From %~ trad~ p~rsp~sti$~, Brazil is #~ U.S’s 11# larjst~x-
pert tnark~t in #~ werld and still grewing. Many af~ surpri§~d ts
ilar #at @~ U.S.5~xpert~d mef~ te-Brazii-last j~ar #an te Gbing,
but #is is enly part o8~ pist\ @7 ¢ it~ %~ US.bad a $68 billien
trad~ &~itit with Obina last §~ar, it>~njey~d a $1.9 hillisn surpils
wilh Brazil. ¢ ¢

Sini~ Pi~sid~nt Ciller B~gan 1f~ning #~ Brazilian®~tynimy in
1991, U.S.5~xports te' Brazii ®ad~'mef~ ian deubt~d, F~aMhidg s-r
$13 hillien in 1999. T&is 1f~ningals ti~at~d dignifitant 1pperthni-
ti~s for Busift~ss all o¥4r #i~ Unit~d Stat~s, partisularly i Fler-
ida, Galifirnia, Pxas, 'N~w ark, and ILlineis, Wil af~ #i~ thp
fiv~ stat~d in t~rms of tn_ta‘f'*)& rts te Brazil.' ¢

¥~ numb-rs t-ll'a temp-llihg stbry. Teday, Brazil is Flerida’s
No. 1%~xpert &-stinatien’ Frem 1993, Flerfda*~xperts to Bra¥%il in-
iflag~d 312 f~ri-nt. During %~ saui~ p~tied, Califerniat~xports in-
tt~ad~d 215 P-ri-nt, P~xas 290 f-ri-nt, Ndw _ark 207 p~ri-ht, and
llinsis 375 p~ré~nt. OMi~r stat~sbad~ alss _ﬂfr‘ﬁi"d. G~orgia®~x-
pertd o¥~r #is P-ried te Brazil intf~ad~d 768 p~ri-nt, we'it~ Otis
“~tperts intt~ad~d o¥r 420 pri-nt. !
f~ opning of ¥~ Brazilian*~tinimy ®as alse #anj~d %~ na-
tuf~ of‘Brazil=U'S. trad~ flowg. ®~Psas, prier to' of~ning itsS~ten-
vmy, Brazil®~njig~d larg~ durplus~s with Ef“‘ Unitd Stat~s, Brdzil
aw # ¢&~ surplu$~s dry up and B~teni~ intf-asingly sizabht~ &+fi-
tits, ~A#ing aslbigh as $6.28 billien' in 1997. Frem 1991 te 1999,
U.S.%~xperts-te Brazil intf~a§~d 114 H~ri~nt, W~ Brazil*xperts
te Wi~ Udit~d Stat~s intf~ad~d nly 68 p~ri-nt. ¢
'This trad~ imbalani~®as &-fifi~d Brazil’s trad~ aj~nda with #i~
U.S.%<¥~r sin¥~. Many in #~ Brazilian g¥~rnntnt and ni~dia ten-
t-nd Mat #~ &~fitit is larf~ly a f~sutt o U.S. pret~stionism'in
many o its K~y*~xpert af~as, partitularly' st~ rahj jdit~, and
footw~Ar. Howw~¥~r, #his s¥~naris is a bit mef~ tembb~x-

T it~ # U.S. di~s*~mplry farify quetal and @1 ni~asuf~s te
pret~tt its busift~s&'s in mahy o #~3~'at-as, it $~mains #F~ moest
op'n mark-t in #~ werld, No o= disput~s #at Brazil’st~xports di-
f~gatit~ly impatt~d by #i~3~'pret~itions. Hewp~F~r, @~y &~ net

f~ mast signifitant #~asens for Brazil’y trad~ &-Atit te ¥~ Unitdd
Stat~s' - ¢t !

f~ distenit~st B~twsn Brazi’s*~xpert pertfelie in 8~ af~as of
strynjrst ér:wthn in U.S. é&mand, &!mﬁ*titi\’* ‘Waltnis fr:fn
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#i~r natiens, and #~ failuf~ of Brazil te tf~at~ a #~tsgniz~d na-
fisnal hratd in #~ Unit~d Stad-s, af~ #{ printipal fatters B&ind
Btazil’s*~xpert p-rfermani-. !

As many % yeu knew,*~arly last §-ar, Brazil und~rw-nt a maxi
d~valuatien 4 'its surk-nty with #~ £~al lesing e~ te 40 p-ri~nt
of its valt Vis-a-vis #i~ U.S. dellar. T~ d-valuatiinlbhd a signifi-
tant impait R h:thl i~ Braziﬁan‘-‘*&:n:my and Brazil-U.S. traé~
ﬂQWS.

‘Dit~ to @~ @~ti~a§~ in Brazilian pur#hasing pevi~r, U.S.*xperts
ty Brazfi i 13 §~ri-nt last y~ar, it~ a-#tap~r f-al §-1H~d
Brazil intf~a§~ its®~xperts te #~ U.S. by 12 p~ri-nt, bringing i~
trads &~fitit dewn te $1.8 billien, frem $5.04 hillien in 1998- -

Al yudh Brazils'd&valuatirh d fuld®i~lp &~tias~ Brazil’s trad-
&~vtit ‘wrlh M~ Unit~d Statls, it'st~arly will net B~*<neug. In
eré=r for Brazil te®~%~n #i~ trad~ gap in #~ Ling trm, it'is-ging
teadd ty takk~ alard Leok at itst~xpert strat~wy-and tak~ @~#isiv
ohasuf~s'ty addi~ss #i~'®alt~nj~s Mt I&ad~Futlir~d.

D-spit~ tausing tensid-rabt~ pain fir Brazillan tensuni~rs and
F~arthurn fir U.S. ih¥-sters, #F~ &~valuatien allew~8 #~ Cardess
administratiyn te intredut~ an inflatien tar'i~ting f~gint~ ®at Wil
] firm feundatien ¥er sustainabt~'grow® vt imte #~ futuf-.
lay a firm {ftundatien ¥er sustainabi~'growth vt ,

~ b ort-t~bm Fesults oF B~ - #ini~ af~ fmpfssiv-.

Brazil ~xp~sts te nit*t #~ primary surplus numb-rs aghi~d te
with #i~ IMF, as % part o its finantial assistani~ patkag~. R-al
int~f-st rat~s af~ at ®~ir Lew-st $~F~1 sint~ @~ laun® of %‘* fal
plan in 1994. Inflatisn is*~xP~tt~d te>~nd #is §~ar B~lew'6 f~ri-nt.
Brazijl is>sxp~tt~d te'grew at t~ast 4'-ri-nt #\isg*ar. ¢

ALt oudh v~ B~ #at Brazii bas truly §<t &~ stag for a 1w
burst & sarew# and presp-rity, #~#~ af~ sent~ dark thyads en i~

erized. In$~sters af~ ihtf~asingly teni~riidd ahsut #~'risiny pep-
ularity of $~ftidt peliti~s and an intt~a$~d & gts~ of natiemaliSm
aming By §~gui-nts +f %~ Brazilian pipuiatien anH geé~rnoint.
0%~ #F~ last §~ar bind a balf, #i~F~%ad~ Hin &Firal S~$-nts
#atbad-bighlidi-d #is issi~. T~ annulni~nt of tax inkntids
tenfi~tt~d te -Ford’s in¥~stoi~nts in #-~ stat~ o Mate Gresss, and

~S<farts §F #~ stat~ of Minas G-rais te linlit %~ 'dad® {id~rs
rights §¢ Seifti~rn Company, #i~ stat~s*~ttrisal utility, af~ nta-
hi~*~xatnptis. t t

Curf-ntly, #~ Brazilian ge¥~rnni-nt is trying te p-ssuf~ %~

arma¥~utital industry inty'veluntarily {F4<ziny prit~s until #i~
‘<nd of #~ $<B. *~ Fmain dinkid-nt #at ®~ Cardess administra-
tien Will tentind~ te me$~ Flrward wilh its impi~Sst¥~S~Forts to
of-n %~ Brazilian *Stynlymy,' but af~ #e§~ly menitering s dist
turhing t#~nd. i ¢ ¢t

Now-#at T ad~ dat~d #~ Countil’s analysis of 8~ temunt-rtial
F-latisndbip, I weuld lik~ tqh\ibﬁbt twe of #F~ nhest impPertant hi-
lat~ral and t~gichal issi~s'®at sur pi~uHir tempdni~s af' Leiking
at. Our ni~mB~rs ¥l $~ry stranfly #hat #i~ fidgetiation of WL F-
Traéd~ Af~a of #i~ Ant-ritas $vuld B~ giv~n tip prierity by hels
sov~rnni~nts'and tingi-s§-s. - ! ¢ ¢
- T~ Unit~d Stat's=#suld me$~ quitkly te ¥~oi~nt @~ t~rms of
sur temuoi-rtial F-latisndhip with Brazil and‘'®~ f~gisn ®rough ah
Ati-tdrat~d fi~gitiati’n of @is impertant trad~ apdi-ni~dt.-Fast
tratk b as }Sw:rﬂ‘ W sHasui~ :u" US. t~ad~rdbip in, and &:mmit—
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oint te, ¥~ F~gien. Conghss’ ability te pass fast tratk t~gislation
limit~d'te trad=issi~s'wruid allew # U.S. te tak~ #i~ initiati$-
and mev! @i~ f~gitiationd ferwarl at a quitk~r'pai-.

P~ ‘u,n%*r i< U.S. $~mdins wilh sut fast tratk, #~ mef~ toun-
triss will @~tid~ to G~dj~ ®~ir B-ts'by pursuing «#i~r trhé~ int-~-
gration eptiens wilh #i~1r partii~rs in #~@-~misgti4f~

T &Yy is #~ FTAA impirtant? T~ U.S. di~sn’t bad~ a trads
aghS~ni~nt ®att~nsuf~s pH¥~f-ntial ati~ss for U.S.5~xperts in geed
tint~s and bad wil Brazii as W~ de with M-xits in #-~ NA .

is latk of F~rtainty intf~a§~s #~ risk of deing Busiri~ss in Brazil
fir all tethpaniss, mest signifitantly fet¢ sthalf~r sempani-s '
din’t b ad @i~ Fsourits te ahserb #is 3461 of risk. !

T ' &-n M-xits Wnt ®riugdh ‘a d&valuatied in 1995, sur trading
piF-ini~s Wt~ pret~it~d by NAFTA. As M-~xite’s GDP plung~d 8
prri~nt, %~ U.S. attually gairt~d mark~t daf~ Vis-a-vis sur Eure-
p~an and Asian temp-titers. ! !

Advanting i~ ~getiatien of @~ FTAA is alse tritisal B-taud~
M-rtisur is- aggt~ssi?~ly nheving te advani~ fi~gi'tiatiens with sur
tompltiters in-#F~ F~gion ahd in Euref~. 54 gF4hi-nts welild
$~ sur'temp-titers phF~f-ntial asilss te #~ Brazilian mark-t,
ang tYuld fatilitatd ®~S~resien of U.S. mark~t daf~ in Brazi..
T fatt #at Spain surpads~d #i~ Unit~d Stats as #~ Ny. 1 for-
*~ign dif~tt in¥~ster in Brazil last y~ar illustrat-s Wat #is 8 mpti-
tiv~ #i~at is $~ry f~a). Pi~sid~nt Cardess and Pi~sid~nt Fili’s an-
neunipint in Jui~ #at Obit~ will B jlining #i~ hletk as a full
o ~mbr ®uld alse §ré~ as a wak~up thll fir #~ Uhit~d Stat-~s.
i~ U.S. tannet & erd te sit en 8~ sid~liftds as sur, temp-titers
in pf~F~f-ntial' ati-5s to' @~ Brazilian markef '~ G&F~ got'to
malk~ @i~ FTAA fi~gtiatien a tepS~tenemis prisrity and #~gam sut
t~ad~rdvip in M~ Ghisgitris int~grdtiin proi-ds. - ¢
Ty erking with Brazil te premet~t-~gl and #~guiatery frant~werk
hat prountsttstronit Yembi~ti~ isalse a tep prierity of 8~ bdsi-
fss tetnntunity. Tels is dn af~a Wi~ ¥~ B~ B~ M~mb-rs of
i~ U.S. Congfss tan B~ partitularly §-~ipful by dbaring #i~irs~xpi-
ri~ni~s and t<ssens t~arfi~d with #~ir Brazilian tsunt-rparts.
Sp~tifitally, #~ Countil is werking te suppert*~$~ttronis signa-
tuf~s f-gisiatien in Brazii #hat' is t~®helegy'i~utral bnd briad
“~neugh m st~ ®at it will promoet- i~ spthad of~-temni-ri-~. -~
hubimrss tendtmunity is alsy f1%ud<d in pistal Hgislatiin in Brazil
#at tyuld ‘subjit #i~>~xpitsd dipnitnts industry te Fgulatien by
its serdptiter, @~ Brazilian Pistal S~rvii-~. v - ¢
, titt~ 4 teday’s @~aring' pe§~s #i~ qd~stien: Af~ Brazil and
i~ Unit~d ‘Stat~s’ strat-gis -pattii~rs o Fgichal temp-titers? I
weuld submit ®at eur teantri~s af~ hd#t, but' add ®at vur* tem-
ptitisn and partfi~‘dhip3xt-nds B-yinH = *~st~rn H-hispii~
and-npgbasiz~ #at #i~ partii~rdhip ahd semp-titien af~ net mutu-
allyb~xtlusiv~. ¢ ¢ ¢

Ty Wit~ gur teuntris af~ werking te j~8-r in %~ af-~as as dit~rs~
as Mi~*~lfminatien of agritulfural*~xyert subsidi~s in #= TO, and
#~ tynstruttien' of'an int~rnatisnal dpat~ statien, W~ at~ alss vig
ereus' semptiterd. From a bushi~ss prsp~stids, M~ issd~ i$ net

5~ v will h,mﬁ“f?‘, but, rati~r, & ow W~ will semp~t-. )
T~ Countil B§~F~s ®at #i~ busifi-s&s and tedsuni~rs of hef®
t:untri’*é will ultimat-ly H~ri~fit u"r:m :ﬁ*n and fafr t:mﬁ*titi:n‘:n
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a hilat-ral, f~gisnal, and glebal t~3-l. T8~ Maltng~ for sur publit
and privat~ §tter is te bdild a frant~werk for ®is' t'mptitien
ha§~d sn daf-d grals ad printipt-s. ! ! ‘

As #8~ of you' in Congi~ss Wil knew, building ten§nsus £~-
quit~s a'string ®=sit~ ahd a Lot o S~Fort. Gid~n #at Brazil is eur
§~tynd-‘ast~8t arowing*~xpert thatk~t ih #i~ world aft~r M~xite, W~
Bifo~ #at Bfiits o Whis partii~rdbip far sutv~igh ® in-
$=stotnt F~quit~d. ¢ ) -

I weuld just B~ te e~ with a ®ought abeut #~ futuf~ o eur

*~tenetnit and polititdl Flatiendbip wilh -Brazil' R~i~ntly, PF~did'nt
Cintn trad~t~d te Japan foi M~ nidsting of W~ G—7, Whi~F- 1~ dis-
tus§~H #i~ gobal Waltngs pi~d-nt-~d by '~ 21st ~ntury. As W~
Lok to 8~ Fdtuf~, Wb~ te ask sur§~it-s, is @~ talking to 8~
right grophs? ¢ ¢ - !

Curi~htly, #~ G—7 ®as ne F~pi~§-ntati$~s frem #~ &~Fliping
world,>~%~n % sudh Brazil’s3~tenemy is M~ “*i!u’h: larj~st il =
wirld. If w~ at' giing te oF-rednit gf“ ®altngs of s fiw bn-
tuty, W~ af~ geiny'te 11 institutiens ®at met~ abeurat-ly F~S~it
%~ politital add=tdnemit Falitt~s'of #i~ welid in Whilh W~ lid-.

is Ai~ans prividihg'a §-at at #i~ tabht~ forf tad-rs of B~ @i
vping werld, iR~ Brazil. ‘ !

I weald Lik~ te*~nteurag~ you te tak~ a tle§~r Lesk at ¥~ impatt
of Brdzil-U.S. trhé~ dnd in¥~dtniht en yeur distritt and sur teun-
{ry, and #®ank yeu $~ry mu# for #~'eppirtunity te Estify.

[T~ pi~paf~d'stat~ni~nt o Mr. Smign Yippars ih #i~ app-ndix.]

Mr. GALLEGL, ank yeu'¥~ry mu#, Mr. Smi.

Mr. Ambassago_r, vui~ oF M~ filks in Brazii—and I #ink insiud-
ing #~ pfss—rdi§~d #i~ Yeni~rd ®at #~ U.S. is trying te uné-r-
mni~ Brazil’s grewing intrnatisnal ret~ and te unéerndin~ #-~
tountry’s aspiratiyns fir pelitital'and*~Yenimit abitenemy. Hew de
yhu F~spend te B4t ald ad§~ss #at, at t-~dst as it $lat<s to'What
app~ars te B~ Suspitiens? ¢

Ambassadir BARBOSA. Aft~r a yrar b-i~r  adbingten, I san
say #®at [MAFn’t §%<n, on a sentt~t~ basis, any attisn ®at weuld
# in ®at dit~ttien. T §%, on W~ tentrary, a growig F~tegnition
i Brazii as a paltii~r, and'as a solintry in #F~-~urisgi4~ bt

af~s #i~ vala~s, #~ printipt~s, nd teuld firg~ an impertant
strat-git partfi~rdip te t%* matf-rs in #i~G-~misi~F-~. {

T %~ af~ net teni~rild about ®EE S~ Fad mul ﬁnings in i~
piss. But I'det’t #ink—ar'd I seuldn’t §%~ by my§~\f®~F~ in any
way #is—an Attien in ®at §&n&l. OF teur§~, as it was said 6-f+,
B~ing strat~git pattii~rs di~sn’t ni~an #ht v~ aght~ ¢nS~Frylt ing.

v S~&ads our twn p:siti:n‘s. iub‘aé* yqur swir p:sfti:ns, and w~

i«rslg;tt t.
F~f~ is a growing Faspit B-tvwi~n @~ twy teuntriss, and #is
is a geed sign .- vt - , A
Mr.'GALIEGL I #ink #at is*~ntyuraging. But #~ fast fF~mains
#i~t~ af~ seni~and it is my uné~rstandmgr it ®app-ns raMi~r F~-
qi~ntly in %~ pf-ss, #at gf‘*f’# is #is un@~riying teni~rn for @~
U.S., o at t~ast suspitien #at #~ U.S. is making ah*~Fert {s un-
&~rmifi~ -~ teuntry’s pilitital and*~senemit aspiratiens. ¢
But yeu say' #at ®at'is f~ally net 84 515~ of yodr oFids, or 8-
ﬁ*:pﬁ'* at ysu f-pt-§-nt in A~ g:%*rnn’f*nt? ot ¢
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Ambassadir BARBOSA. Brazil is a &~¥~liping teuntry. Our attien
is fetu§~d o' #i~ F~gien, and W~ den’t §4'any-attien frem i~ US.
te M~ tenfrary. Now,' W~ just saw' & ¢w #~ administratien is sup-
plrting M~ Brazilidn initiati$~ in Seu¥ Ant-rita. ‘

F~-nly peint in whilh v~&ad~'seui~ streng disaghé~nint is in
Wi~ traf~ af¥r. < disaght~ in sent~ hias id Giva, in = TO,
and W~ disagh%~ n anti-dumpin'g, i subsidi~s, in sp~tifis issi-s.
But,tin rivral, in #~ bilat-ral- f"’lati:ns, I d:ﬂ’t §% any maj o
prebit~m.-

Mr. GALLEGLy Just disagti~ing di-sn’t ni~an #at #~~ is an at-
t~mpt te und~rmif~. I F-ally want~d te #t your as§-ssni-nt if

&~ sdspitiens Wt~ pivatnt, v wi-Hti~r gf*‘*y Wt~ just spe-
radlit, and I #ink youlbat~ ansv~i'd @~ qi~stien. ¢

Obvisusly, #i~F~ 4~ gving te B~ diff~t-ni~s ad W~ g aling That
is W~al¥y. Difffni~s-'T #ihk, af~ l-allby, &p-nlling m &ow
bread i~ diff~t-ni~s af~. But #~ fatt f~mains is ®at_sudpitichs
of lund~rmining is a Lot meF~ §rieus Wan—or at t~ast #i- p-ritp-
tien of und~roining id a Let mef~ $~risus Mah®aving seni~ F-asin-
aBt~ Hiff~tni~s on Tsp~utid~ trads politi=s. - ! !

Ambassadir BARBOSA. Frem sur pq‘.int of Visw, frem #~ Brazilian

vint of visw, W~ din't §4'any—w! dedl’t @~ar ahy—in any way,

Eu‘is #'%-at of und-rihining us in ®F~ wetld ferum. ,

Mr. GALLEGLy I am pfa$~d te &~dr #4t, and it appars #at
you bad~ $ry d+finit~ Fi-lings ahout ®at. 1 appf’*tiag ®at, Mr.
Amhassadr. - ¢

Mr. Atkirman?

Mr. ACKERMAN. Toank yeu $~ry mude.
~ Mr. Ambassadsr, in your stat~ni-nt, yeu*~nuni~rat~ a numb-r o
ﬁnings #®at you Hli~F~'Fstrist predutts frem Brazil te @~ U.S.
markeE S~ Wuld argi~, I #ink, that sent~' of #i~§~ itdns af~ $~-
gitimats firms' of—tentt~ unéd~r #~ rubrié of t4ni~rn #at U.S. ten-
sunt~rs & &$~ For! safty for #~ produsts ®dt W= buy and %~ stadd-
ards #at vi~bhé-. ¢ ¢

How tan W~ f~tentit~ your seni~rn for até~ss ty @~ mark-ts
with' yur tensunt~rs' teni~rd with' saf-ty? ! !

Ambassddir BARBOSA. T~ main it~ms #hat af~ P-stritt~d attu-
aily ni*~t W4 standards ®i~F~. It is a qi~stien of pret=~ttien for af~as
Wi~i~, industriss #at seni~tint~s it diffisdit to' temp~t~! In M~
ta§~ of sti~l, @~ most pissing peint for us, it is'stdar, W nit all
of e standardsbii*i‘*. , - t

T %~ temp-t~ wilh oBi~r sountri~s. T~F~ is net #~ qi~stien of
standartls of #is predutt and i~ quality f i~ preduit. It is fally

a qd~stien'sf F-strittiv~ ni~asuf~s te, in Seni~ tadss, prot-it seni~

industrids 6. , t t t {

Mr. ACKERMAN. In #i~ af~as o labsr and®~nvirenni~ntal stand-
ards, & ow de you F<spind te # pesttion of mest of sur titiz-ns
W at %Yy ai$-ntitt~d to protist #~nvidendi-nt? !

Ambassader BARBOSA. Ir' #i~ tag~ o laber standards and #~~n-
virennint, Brazil is temfertabt~ te $a #'at v~ ahid- by moast of
%~ tynd-ntiens of #¢ 1120, and W~ ®anj~d sempi-i-ly #% ap-
prialh teward #\S~nvirenoi-nt. Teday, in Brazil, #~f~ is a grew-
ing tentdrn hy a5~ pqpul&tign abeut 8~ pi~§rvatien of natui-<, %~
ran u":f’*st, and pf’*slrvati:ﬁ :." all standards. Tois is :‘ff‘ ing.
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AnoMi~r ®ing is #~ qi~stien of intlusion in #=  TO, or in i~
FTAA fir #at matt~r, of a +4¥Fni~ ts Aher standards ehd®~nvi-
renotntal trit-ria, B~talid~ 11t~ ®ing i$ te distuss laber standards
ahd*~nvirenni~ntal in #~ir a‘pprqprié‘ fora, in Wi~ ILJ.

Ano#i~} #ing is te draft a thud~ in & trad~ aghi~nint, taking
inte densid-rativn laher standards fer*~xpert, for -~ transattions:
Se W~ #ink ®At labdr standards ahd®~ndirendi-ntal issd~s tdule
Bi-agily tak~n by teuhtris te pret~it #-~ir*~tinemi-s. ¢

In M~ ta§~ of Brdzil, sp~aking'fir Brazil, Wb a¥~ still seni~ si-
tial prebt~ms. ‘But #i~y af~ net-lifksd te trad~. It is prebably nit
f~~alihg any §tf~t, v~ bad~ as #i~ Fed~rnni-nt bas atknewt-
‘<di~d, a~prebi~m of ®id laber in seni~-Af~as, but net F~lat~§ te
t~xport. This' teuld B~ §%n by imperting teuntri~s as &dn af~a #at
tould B~ invek\d te f-strist preduits in ®~futuf~.

'S¢ Brazillbas a $~ry strong Vi~w against intlusien of laber stand-
ard$ and*~nvirsnni-ntal idsts in trad~ agh*~ui-nts. Tis {s a ¥~ry
strang pesitien W at W~ tak~, W~ toek in S<atti~, and W~ will B~ dis-
tussing #is tn int~rnatiynal fera. ¢ ,

Mr. ACKERMAN. F~t of~ try' #is wilh Mr. May, if I might. Hew
woeuld yeu*~xplain #~ Brazilian ge¥~rnni-nt’s diff~ring f~attiens'te
#i politital trisis in Paraguay wilh #~ tt~arly, in surviw, favi~d
*t~ttoral pro-ss in P-ry? - ¢

M+ Ma_'l #ink in #~ tag~ o Paraguay, first of all, #i~f~ was
a ten§-nsus Wat M~ tyuntry wab lit~rafly en #~ $'rj~ of a vieb-nt
p~haps tivi. war. T4 Brazilians tesk a $-~ry preattid~ pesitien,
with #~ suppert of Arf-ntina, #i~ U, and s~ s, ¢

In %~ ta§~ ¢ B~ru,-Brazil’s pelity is te suppert &~metraty. But
I #®ink its trelditisnal apprea® !if yeu Yk in't~rms V¢ %~ way
Brazilian {ii~ign phlity ®as funttiei~d, litally sint~—I'weuld say
i~ last 20ty 50 ylars—Mi~y t~nd te g abeut werking H@ind #~
st~fiss and thking a raMi~r Lyw-E~y' ¢v't~sd bightprefit~ appreath.

I #ink #hat it s sa¥~ te say #at W~ Brazilian Fe$~ign Ministry
is tLe§~ly invel¥~d in menitering What is® appning in P~ru. I #ink
it is'mef~ o' t~ss a difFsthi~ - appreath. T~ U.S. ®as tak-n a
pesitiert W dt what®as@appri~H #~F'is net prepitieus for #~ &
Tepdisnt of &~metraty, and many ¥\ #at Fujlmiri®as'net der~
WDt g ‘ el

I tap’t sp~ak {fir #~ Braziian Fif~ign Ministry, but I weuld
#®ink #at #i~ir vi~w is #at thf**‘y whuld alse Lk~ te §%~ a #~furn
te a fully &~moetratis P~ru. In #f~ir Yisw, @Ys is % B~st way of
hringing it abedt. ‘

Mr. ACKERMAN. Did you want te temuni~nt en #at, Mr. Ambas-
sader? ( ol (

Alnbhassadsr BARBOSA. I agi%~. In f-latisn te Paraguay, in
M-rtisur, WS intlud~d what w~ tall #F~ “@thetrdtis saases S~
berrew #at frem #~ Euref~an Uniin. Se #~F~'is a ni~®anism in
Martysur #at'giv~s #~ ridt for 8 pitnBrs to, i it is i~ tads
i M tynstitutinal law isnet dempli~d wilh by & sp~ifit seuntry,
te suspind #at %euntry. ot ¢

'Mr. ACKERMAN' A~ you talking absut #~ 1080 prei~ss?

Ambassader BARBOBA' &at? - ¢ ¢

Mr. ACKERMAN. For M~rtssur, OK.

Ambassader BARBOSA. Mirtes® . >~ bat~ #at, M~ &~motratit
tlau$~. Tois is imp:rtant. That is why Brazil, Argntina, #~ way
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v~ Ui~15~d te Find a politital selutien in Paraguay. This was a mef~
priattiv= reds. t ¢ v - {

In i~ ta$~ of B~ry, I #ink #at What May said is tré.  *~ t~nd
te tak~ a mef<—a t~ss tenspitusus, a t~ssbigh-prefit= pesitien. Our
styt~ is difF\E<T S~ din’t go o 8~ pi<BE - =~ din’t gd—ws den’t
put pt~ssuf~ in publis. ¢ -* ! A ¢

But W~ af~ nit unawat~ of #~ situatien, and W~ af~ seni~rii~d
Btaus~ you mey appf~siat! #at Brazil ®as berd~rs wil# all but
twe teuntfi~s in #~ gt S~®ad~ 10 f~i@biring teuntris, and
w~lfllew Fry tledsly nl of #~ situatiens-pelitisal dituatiens, in
tountrils, iighbering teuntri-s te us. ! ‘

‘Mr. ACKERMAN' I appf-~tiat~ #dt. ,

I snly bad~ of~ mef~ qésstien, i W~ bat~ #~ tinis, for Mr.
Smith, i I teuld. wutd stat~nint semni~nds Pi~sidnt Cardiss for

is*~tenimit t~amfer gttin at you say is #~*~tynemy batk
o traviy it #®at in tind,® ¢w mu¥ +f Brazil’s sttubtural #~-
firms &p~nd upen Wi~ pisiddt &im&~\? Or, te Phras~ it a dit
#i-nt way, i @~ pi~sidnt—and whi~n #~ pisid-nt t~ads oFik-,
will Brazil sentind~ dewn #hat sapi~ matri~tsnemit F~‘erm ba¥?

Mr. SMITH' I weuld®ad~ te say #at I din’t #ink #4&t Brazil’s
path teward #~Firth is sempttsly $-st~d in #~ H-rsen of Pi-sid-nt
Cardide. T~ At is #at 8~ o$~rall Brazilian si%i~ly bas sup-
pert~list~Forts. In fatt, @~ Cinghss, Wwhith 1 5~ ®at you F
ad I do #at f~pi~&-nts Braziliah seti~ty quit~>~Fitit-ly, b ds alse
Bén d-ry suppertit~ in all 1 ®is®™Forts and Bi=n $-ry inveid~e

In fatt, if you'tak~ a Leok At whatb'as talk~n plai~ in %~ tdx -
form distussi’n, whilh W< visw as prebably et~ of 8~ mest impor-
thnt strusturhl F~erms #at still H¥ds te ‘takl plai~ in Brafil,
Pi~sid~nt Cardess bas lest a Lt of #~ medintum in #-~ proisss.
Brazilian ge¥~rhofi~ntbds #~ally Bé~n—#4 Brazilian Congts®as
Bé~n driviny %~ issd-. ‘-

Se I #ink #at is an inditater #at &~ F~Firms af~ unid~r-
sally—I weuldn’t say univ-rsally—af~ wid-ly -8 te B~ ged and
f~#~ssary, ‘and I B~li~¢~ #at i~ Brazilian pipulatied F~aiitls #at
with sut making #~§~ #~fsrms #~ Brazilian®~tenethy is net geing
te B~ glebal-temp~titer ®at #i~y want it te = L

'Mr. ACKERMAN' Thank'yu. ¢

Mr. BALLENGER. [pf-siding] E-~t ni~ ask a qi-~stisn I gi-ss of
anybhsdy #at wants te ansvw<r. But I #®ink W~ af~ pribably sp-ak-
ing of a quetatien freth yeu, Ambassadir. gulad~ B¥n quit~d #~-
t~ntly as sdying Bra%il whs net t-rribly an®eus te f~gitiat'a Fié-
Trad~ of Ant-ritas Aghi~nt-nt, ®at ®~ pri‘rity ‘was te F~vitaliz~
and psdsihiy*~xpand M~rtistiF, suld yu F~dst te Wat?

AmBassader BARBOSA. Thisad to B §%n in 8~ tynt-xt I gat~
te you. v~ ®'ad~ gur tep prierity, ¥~ tenselidation add &%~p-ning
of Mriesur, and i~geliation' with #i~ i~ Seuth Ant-ritan teun=
tri~s t ﬁ*&:rﬁr* ass:tihi‘* ohmbrs o M*r&:sur’. Tois is yar t:p‘pri-
irity. ,

' In #~latien te #~ FTAA, Brazil is temmitt~d at #is staj~ te 1~
mitiat~ in &l Werking groups, #~ nif~ werking greups #atxist.
T -t~ pipai~d a ‘paf®y; - ‘< at~ distussing in*<aniist, in a trans-
pat-nt way, and w~ #ink #at by Aprii-2001, Wil is %~ limit
fir Wi~ drafting of #is trad~ aghi~ni-nt, ¥~ willlba¥~ a draft—pi~-
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liminary draft of #~ aghtni-nt, wilh brask~ts in many parts, hut
W~ willlbhad~ ofh. -

Brazil is teYp-rating wih #at. Tois is o1t~ #ing. Aneli~r #ing
is #i~ trad~ W-gitiatien, #~ pFFfni~s that will tak~ plai~ aft~r
#at, hy 2002 1r 2003 *~ will ®ad~ te~nt~r ints ni~aningful trad-
fi~gitiations. At #at stag~, v~ #ink‘@at fast tratk is important.

K #i~#{ is ns fast tratk, it will B~ diffitult, net enly te Bra%il but
te all +#F~r—392 teuntri<s in %~ G-mis i<, téS~ht~r ihte f~gitia-
thins, F~taus~ #~'majer partit~r—8~ Unit~d Stat~s—will' nit@ad~
a t-ar fi~gitiating peditien. Té~ stat~ni~nt bas te B~ §&~n in dis
tent~xt. - - v ¢

‘Mr. BALLENGER. Mr. May? v

Mr. M S~s. Toii~ quitk peints, I #ink, first of all, M~rtesur
tentind~s "toWB~ tenselidat~d. ' IF #~F~ is a devn sid~ aBut
M-riesur, ®at it sthl #4~ds institutiens and infrastrastut~. I #ink

i~ flur teuntri~s in M-rtssur, intidding ®~ twe sh§~rving teun-
trizs,'af~ in #i~ prei~ss o' putting mef~~d o B~ be~s. Mat
is a prei~ss #at is ingeiny. - ! ! ‘

~ §~tond ®inglis-1s g at Mt~ is a ¥~rtain tyn¥~rn insié~ Bra-
zilian indbstry, ameng ¥-rtain §~sters, ahsut ofining up a hit tes
quitkly and p~fbaps H~ing inundat~d hy '+#iir geids. T~y 1444
tin¥~ te mak-~ W ~ms-1¥-s & bit moef~ &mlﬁ‘ﬁtié“. F¥ink #at M5~
is a fidal visw #at gi~s B~yend Brazil'#at ss¥~rs mest of sur trad-
ing partri-rs in Squgm‘ Ani~rita, and #at is a‘vi~w #ht de Vi~ Fal-
ly wants te g ted far, git~ away tes mudh, unti. 8~y Fally knew
Weat, e pistlitd 4¢ @~ Unit~d Stabss is gring te B~ ‘

At #is pbint,>~$~n # yudh sur prefssithal-idgtiaters ai~ werk-
ing $~ry b ald, aling with %~ @ ~r'preFSsiinal tgotiaters on ‘i~
FPAA, #i~t~ is o'y wfisial pelitital tenimitot-nt, i~ i~ Yast! tratk
preisss, and #at s vi~vi~d F-ry, $ry strengly, is a $~ry streng sig
nal in M~ f~gien Wat #~ US. is, indt~d, temp~titivs: ' il eat
#®at, it is lik~; yeu tan still walk away, yeu tah still net Fally $t
invel¥~d. I @inkWat it all—# :é“* is p\‘,ints F~t~tt Brazil’s p:'si—

tier,
‘Mr. BALLENGER. I wouid lik~ tsy #rew in seni~#ing #at will fit
wi at I #ink yeu'af~ ging'te sdy te o, As a M~mbB~r W

suppert~d NAFTA, dpek~ sthinmy' for NAFTA, 1 weuld say #at
NAFTA weuid®ad~ o i<tk 4% a tibi~ grtting ®roldh ®is bedy
again right new. ¢ ! - - - !

-I #ink in Spaking with %~ Obamb-r, Wwli-n yeu want t talk
fast tratk, seni~wei~f< aling @~ lif~ T #ink if W= %an®~$~r fti~i-
Wi~ of sur Pisid-ntial t‘arrgi‘da"ﬁ*s te—yeu will netit~ ®at ~ili~r
ofi~ of #~m af~ saying anything ahdut NAFTA. Nebedy said any-
#ing absut fast tratk, nebedy said ahy@ing aheut Werld trads, B
taud~ it Hi~sn’t win anyBedy any brewni~ prvintd as fdr as #F~5<t~t-
tien is ten¥-rri~d. ¢ ) ‘

Tt is &n issd~ #at I #ink seni~whi~F~ aling @~ lifk~ @~ mert~y
of #i~ GhamB-r and its oi~mBrdbip seuld B+ Wil spnt in FNing
#i~ pisitit~ adé~rtis~r o What it bas Astemplidi~d. T~ fait #at
moest opts den’t knew' wWhat fast tratk {s batk & onis, senit~hedy
1¥ds tq‘g‘ll fim. b alllbads merty; 4] Mi~ad. ¢ ¢

Mr. SmiTH. To an®yeu $~ry mul for sP-nding sur met~y in ad-
vani~. I weuld just iE% te add i~ quitk peint ahlut % l\g*rh,sur
t:ns:lidati‘:n. ~t-ntly, a5 I n?'r‘nti:fr*d in‘my f~farks, Pf-si-nt
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Lages and Pisid~nt Cardess had~ anneuni~d #at it~ will B~
*sntYing as a full ni~mb-r of M-rtesur.
is rai§~s seni~ $ry ink~f-stin'y qi~stins Btau§~ Qbit~s ad~r-
aj tarifs af~ duit~ a bit Lovi~r #an #~ aSrag tarifs of @~ tom-
nren S~xtsrnal tari¥ in M-srtesur. Se, attually, i Ob&~ was' to
t<ntr—Cardise alse f~intly ‘vintiefi~d ®at &~ wounldn’t ~xp~tt
at Obit~ widld B~‘raising—Ob it~ to' rais~ #i~ir tarif duti-s.

Sy, in fast! -~ senselidation of @~ M-rtesur prot-ss tould p-r-

aps B~ a ¥~ry godd dt~p téwatd #i~~F-ntual FTAA rigetiatien
and B~ a middi~‘ground wé-~i<hy Brazilian industry sewi8 j~t'—
bad~ mef~ tints and §~t uS~d te temp-ting with Levi~r tartis. -

In $~Pms of 8~ trat~*~dutatlin' prei~ss; #~ Mamb~r®bas id-nti-
fi~d at ad -~ No. 1 issd~ Ay as,'in t~rms o ®~ int-rnatienal
af®: >~ bad~ BH¥qp werking! $~ry W~avily, partitularly en ‘%~
Ohina PNTR, t1 mak~ #-~ ta$-~ fir trad~. T ®ink %~ fatt §s #at
W~ Wi~ $ry ®lappy te bi~ar #®at' Candidat~ Budh nintiefi~d #i~
FTAA duringis t~marks on #~ berd~r with M-xits. Tkt is i~
ﬁrsti tint~ armry majyr tandidat~ & as ‘rﬁ**nti:ﬁ**d it as h part of #is

reisss.

P Sy B~ is a Wt Lot of werk te B~ dort~. T~ Obamb-r bas
raiftd a Wbt~ Lot Y nleily ahd is' puttidg teg~#~r a pregram
talt~d trad~‘reufs ‘Wat' Wnt te all o @~ drstrists Wl-~F< -
®ougt v toddbad~ B~ mest ithpatt. T B-li~$~ it is 65 U.S. Con-
#tissiinal didtrists. ! !

= Alse, fi~f~ is*~Firts by #i~ busifi~ss reund tabt~ te do a similar
#®ing! Se W~ af~ trying te put sur meft~y Wei~F~ ur molit is, but
it is-a ®'ug~ uné~rtakmg'and it is nit ging te B~ a prei~ss #at
W~ af~ gring te ®ang p~oepivs §-ntinf-nts «F-rhight. ¢

Mr. BALLENGER. S~s. Bt you den’t®ad~ by runfir #48ttien, se
you tan g Mi~ad a de it. ' ¢ ¢ ¢ ¢ !

‘Mr. SMiTH. T~F~ v~ Y.

Mr. BALLENGER. I ®a¥< o1i~ &ling mef~. T weuld lik~ ty say, ®av-
ing Bn te Brazil §~$-ral'tini=s, yeu ‘all at ofi~ tiot~ W~n I was

f~f~ Wi tandrting yeur autemebit~s te pfstty mudh a bt<nd o
altd ol and—I gi-ss-gabeliri~ ahd'altd o was gf*‘ ht-nd. But you
v~k Jing a substantrally larg~r p-ri<hthi~ of altd ol #an W-lbdd
tri~d ! #is tsuntry. - - ! ot

Did #®at tutn sut te B~ a way o #t~aning up #~ atmesgti~F~? I
b ad &i~ard #at thayht it pelluf~d in a dif=F~nt manfi~} or seni~-

ing. I ni~an, I am f~ally spaking te all o @~ ot

Ambassader BARBOTE  *~ bad~a'mix-122 te 23 pri-nt o 8-~
fi~ in any dar is altd ), is a bitnd #i~y mal~. But #~ ndmp-~r
of tars in Brazil intilad~d se muly in big tith~s, se Wi~ bad~ Wis
bellutien prebi~m. In Sas Padle, W~lat~ a-ritatien By #i~ f~gistra-
ti'yn nhmp~t, se %~ ptebt~m' f~mains #~F~. But W~ af~-ging

~ad wi is pregram 4 altd ol as Fi-L -4

Mr. BALLENGER. ‘But whs # 4t het basitally B~tau§~ of i~ avail-
ahility ®reugh #~ sugar—#~ ambunt of sugar ®at ylubad #at
it v~nt te &14W o1, net for pellutien,'net—— - {

Ambasbadet BarBosA. It is a'bit §S~F~ryMhing. First, wei~n v~
start~d #is brogram, #~ oil prit~ whs $rybidlr asbidh as it is
teday. S~tend, ¥~ prebt~m' ¢/ ®~S<nyirenoint. Mird, Brazil is @~
\Arjst welld sugar preduiy, se W-0a%~ an®<xi~ss stetk of sugar
tarr. Sy #i~f- is= t:mbinati:n Qt" i~ f6 #4~5<tpi~nts. v
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Mr. BALLENGER. I am just turieus B~tau$~ #i~F~ is sult a hig te-
de in ®is teuntry teday abeut # peliutien tau$~d by autemehit=s.

‘Ambassadsr BARBOSA. bu Wi~ Histubsing @~F~ %~ sibjiet. It
is in M~ Cohgiss, a pi~i®f tgislatien abeat #~ Fplai~ni-nt o
MTBE for*¥ans!, and W~ af~ fillywing ®at! It is important.

Mr. BALLENGER. But if pellutish in-Brazii was tenipeund~d, or
was net any Bttsr Bsau§l of 8~ using o ~harhl, Alsdl, ir
MTBE(— [} e [} [} [}

Ambassadsr BARBOSA. But #i~ &%t o sur tars in Brazil in-
tt~a§~d tt~nt-ndeusly. Teday, W~ predutt farly twe millien tars
by a $~ar, f~r §~4r. Sy it is a®b uj~ intf~asing numb~r! T at is wey.

Mr. BALLENGER. I Weuld lik~t¢ say te any M~mP~rs ®at want
ty g, Wl~n #~ tintss ‘tentss if yhu tan! if you want te §%~ a hig
tty, it makss Nw _ork'lsoks k% a puddt~ jump #at ‘Sas Pauls
xru Jrt on i of W skylhrapers, and #~< af~ just mit~4 o sky-

ap~rs

"‘*6"ryvxbf'*i‘*.
Mr. Davis?
Mr. Davis. I weuld Lk~ te ask*~a# of yeu, taking inte atteunt
all of Wi~ fatters Wathad~ Ben distuséid tiday, wm atd yeu't~t-

vmgdi-nding #at Congf~ss tak~ up and d~hat~ F~f~wal of fast tratk
Aut erity with 8~ bi<sidnt wilh t~sp~st to #i~ FTAA? !

MY MEC &-n? ¢

Mr. DAWS. &-n?

Mr. May, If yeu teuld de it in #~ fi~xt 5 minut~s, it weuld B~
#ood sini~®at thn’t? ¢ ‘
-‘Mr. Davis. No. Toat is why #is is—it is a difitult peint, and I
t~xptt, sent~#ihg Felatif-ly sephistitat~d frem you all. I den’t

ink #~‘stag~ is=§~t te &~bat~ #is in January' ¢

My &tend-gi~stien,'t~t ni~ just g Mi~ad and ask #is. O~ of
#i~ t-asehs why #% frmarnt NFR for Ohina sutié~d~d in M-
Hou$~, ih my judgui-nt, was #at #~t~ was a @~firt~d aghS~ni~nt
t~stahlidti~d. It was painfully tt~ar we ' ¥~ winfi~rs and l:S*rs W=

ving te B,

g‘I ilk #at mad~ %~ &bat~ mef~ tenstrustié~ F~saus~, Mr. Am-
hassadsr, in sur teuntry, as yeu khew,' @~ netien of 5~ trad~ g~n-
tsrat~s & tF~nt~nddus ameunt % anti~ty. I ata $uf® it di~s in yeur
teuntry as W, ‘ ®§-n ydu tah put ®ings in a littt~ #laf~r fodm,
it' makss it mef~ manag~api-. - t

I den’t assipi~ #at What~$~r firm a multilat~ral aghi-ni-nt
tak~s Wwith Seuth Ani-risa is F~ady t§ B~ &~firft~d in # ¢§~ t<rms any
tint~ seen. It'may B~ tritital te de se'in eré=r te bad~ b senstrutt~d
d-bat-%~f~ in Cing~ss. cet ¢ ¢

Mr. May, I #ihk-if it W~F~ to tenf~ up in 5 minut~s or in 5 days
or 5 Wisks, I #ink W~ weuldb'adt #~ sani~ unfertunat~ fsalt W~

ad a §~ar and a®alf ag’ !

Mr. MA‘ But I hink,‘angf“SSman, #®at in #~ fi~xt administra-
tisn, f~gardi~ss whe wins), m #~ rfi~xt Congi~ss #is will H~ an
isSd~ #at will had~ te B~ addi~sé~d. New, dgain, Congt~ss may net
pass it, but it will B~ firt~d te addi-ss it. - ¢ - ¢

T~ int~f~sting peint, I #ihk, is #at #~ Euref~an Unien is net
waiting. T~ Euriplan Unimn is taking a $~ry, $=ry agst~siv~ p-
sition. I #ink #i%t~ af~ sebi~ subti~ @~F~lipoi-nts #at ettur 'n

hid. Is MF~F~ just 8~ f~rilption ®at ®~F~'is meF~ni-nt H~téin
MERCOSUL and ##~ Eurg~art Unisn? In i~ mihds of many py-
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pi~ W ¢ may tentrel seni~ of #~ buf~autratis®~tni-nts within Ar-
nting or Urdguay o' Bradil, or What~é~r, I weuld #ink #at #~
~né-nty weuld B~ té B~ a littds mef~ faverabt! te #-~ Eureprans
Brtaus~ M-y | W dt Wit~ is Wis' M~ dhuntri~d af~ gravitating
tqé‘ﬂf*r moet-. t - -
‘On #i~ dyntrary, #~ pivailing visw in %~ F~gien is #at %~
U.S., B~taud~ of ®~ latk of fast tratk is unabt~ eruhwilling te at-
tually B~gin # pryi~ss frlm—advani~ #~ proi-ds. -
Now, again, at #~*nd' of i~ day, 1~ mdy net gt an FTAA
O1i~'may 'ght 50 pri~nt o ‘@~ FTAA, ir what~9~t. But unt-ss v~
Bad~ #i~ TRt~ by whidh v~ tan B-gin #is preiss, #~ns~Fry-
hady is basitally ging te B~ standing-arsund at'd Ly sking at*~a
H f~r and saying@™ *~tHrt2i9i# i91n=w?r=m e
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C-~rtainly, #~ B~f+its o NAFTA af~, W~ #ink, quit~ st~ar. But
in M~ U.S. publit pri~ptien, i~y ®av~ Bé~n quit~ muddi~d. S
®at is a &bat~ ®at F~ally n¥~ds te B~ tlarift~d, I #ink, B~ it
%~ is ttar tend-nsus Wat #i~§~ Wings at~ a goed id-a. !

Mr. Davis. O~ last qd~stien. Mr. Ambassade’ ‘T uné-rsteed #i~
tink~rn yeut~xpf-s§~dt-arii~r' ahsut—in f~spend= te R~pi-§-ttativ~
Atksrmar®s qi~stien absut #~ thit ®at you'lbaf-'issi~s invelving
laber and ®i~S~nvitinniint ®at ai~ far brehé~r #®an trad~. Haviny
said that, what welild B~ yeur pesitien abeut a fast tratk $~gisia=
tien #at previdd'fersnfirt-oi-dt in' #~ i~ aghi~ni~nt of taber
ald*nvirendi-ntal idsi~s Mat W~i~ trad~-F~lat~d? ‘ ¢
-~ Ambasshder BARBOSA. I #ink it weuld B~ ~gatit~. I #ink #at

8~ would'maks f-gtiatien of mditilat-ral aght-ni-nts, a f-w
reund it Geri~va $~ry' templitdi~d, and #i~ ri~getiatiens in M~
FTAA alse. ! - ¢

Mr. DAVIS. Can yeuS~laherat a littt~ hit on Wl y?

Ambassadir BARBOsA. I'was in $~atti~ in D*i,*mk'f‘r last, and I
follevi~d all ¢ %~ af-as, all of #~ &-bat~s in #~ werking greup
~$~. It is net #~ Brazilian %eni~rn. As I said, W~ ®ad~ a m

B~tt~r situatién in t~rms of sesfal situatien, in $<rms of laber ®an

many +#~r sduntri~s. T8i$ is het a deni~dtit prebi~m. * y
Ty = bad a 'difituity in printipt-* >~ #ink! as I said, #at it

would B~S~asy for #~ &$~lofp~d seuntri~s te u~ laber standards

ad' a pret~ttienidt ni~asuf~. Fer indtant~, a Yenti-t~*xampt~—vi~

a¥~ a ‘minitium wag~ in Brazil, t~ss #an $100. Tais teuid B~
takk~n by a @~%lif~d teuntry Wwhith teuld say, Lok, W~ tadnit at-
t~pt Brazilian pridutts H~taus~ yeu at* dumping'ds. Our minimum
waj is $600, anH #i~y af~ payinly $100. Sy it weuld B~ tensid~F~d

a dumping nf~®anism. - ¢ ¢ ¢

~ Se it i $ry semplitat~d te intlud~ @&~ subjem - ati~pt

®at rut~s douid' B~ difn~d in #~ ILO; W~ ati~pt #® >~ at~

tymplyi®y. * ati~pt~d and Siii"d most of B~ F~selutiens #i~i~,
ahd w~ af~ trying te impre#~ #~ setihl tdnditiens In Btazil. But
te link #is with tra¥~, as Yar as Brazil is' senidrii~d, #i~ pf~§-nt
afministratisn is senk~rii~d in Brazil, W~ will $-sist te #at.

Mr. Davis!T® ank yu. ¢

Mr. BALLENGER. I #ink if you weuld #i~tk with #i~ M-xitans,
ysu did sign ¥~ pap~r but y:u‘d:n’ﬁha\‘h t: d: any#ing ab:ut it.

~y&Qav-= ) -

I weuld Lik~ te just ask yeu i~ #ing. I ®ad~ gt a quetation
i-i~ Mat you sdity ™ *~ 15-H a' T -adbingten-Hrspttis~ in

Seutt Anirita, a i~w way of #inking aheut Brazy” Wat is fide-

*~dsary te prrsuad~ you #at'su arys 2t~ uné~rway, and what
ds yeu #ink Brazil id Lesking {er? -
Adibassader BARBOSA' I din't knew. Tis is an int~rnal matt~r,
and %~ fif~ign Ambassadr Ly spak ahsut deni=stit
Mr. BALLENGER. u af! saf~ wi !
Ambassader BARB®SA. But sin¥~ yeu invit~d nt~, I #ink #at #i~
prebt~m #at Seuth Ani-rita fai~s, And Brazil fai~s in partisular,
is % natural sed§~qi~ni~ of #~ appreal #at is pfvailing in #¥~

U.S. fif~ign pllity and*~tehemit fifign polity. -

Tedhy, 10 §lars aft~r ¥~ Cod ' ar; w~'af~ still teni-rii~d ahsut
natiynal §turity issd~s. T~ is a &<bat~ in #is Yeuntry, i yeu
f~ad #i~ “F:f’*ign Affairs” artitt~s by D*m:&rats, hy' R~pubhlitars,
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hy s# slars -t~ in #is teuntry &bating #®is prebt~m—and i yeu
hink in t~rms of natienal int~f-st, net in t~rms' of natienal §~thi-
rity int~f~st, < appreb# woeuld B~ diff~t-nt. t

A tountry lik~ Brazil, #®at' di~sn’t pe&~ any #i~at te you. Seuls
Ani~rita is net a #®#~at in any way t} 4~ Unit~d StAt<8. As'ei~
of your telta'gi~s said, Brazil is net il your RADAR’s @~#~, is hot
in #~ RADAR, B~tauss W~ af~ net a #dat te you. As I tri~d &
peint eut in my pap-r, #-~F~ is a ndmb-~r 1*~xatpds. t

Tei~'stakk~s #at®~xist t+ ¥~ Unit~d Stat~s and Brazil at~ bigi-r,
af~ mu#® impertant te yyu @-~f~ te yeur tempani~s §~f~ et in
i~ big tountri~s, in'Russia, Qbink, &nd Thdia, mu# &idi~r. But
i~ Fotus id net on Seud Anf-rita, net en Brazil. It is yn teuntri<s
®at b~ pridivld by you ~i~ as a'#f-at, in any wdy, Pelitisal,
S<tenemit, military, or V%af?‘vg“r. t

Se'#is is a peint, and a #~d appria#h #at I&ad~ Bin dis-
tusdingi~i~, spaking whi~n I am invitld, is #at in %~ fatuf-, in

¥~ tyming y~ars, a di¥~t-ntiatien b suld B~ mad~ by 8~ &~tisien
mak<ys @<f~. T pi~an, yiu &ad’ alflady a pility teward Nor
Ani-rita. oulbhad~ NAFTA te %~ C-ntral and Caribhtan—C-ntral
Anf-rita am'j Caribh~an, yeulbad$~ CBI. w apprev-d -~ t~t-ntly
a i~w firm o CBL ¢ ¢

But ih t~rdns of Seulh Api-rita, #~F~ is ne pelity B~taus~ W~ af~
net in %~ RADAR’s~#~. This is #i~ id~a. ' ¢

‘If T may just te tempbnint—sent~ of you ask~d absut #~ lean
te Brazik—&’r* $44 Hillien lean ®at W betrevi~d in 1998. Just ‘fer
yhur infermatien, W~ dlaw ‘inly areund $20‘billien sut of ®is $41
hillivi. ‘*~ #~pdid sur $20 hillien, $10 hillien frent # IMF and $10
hillidn frem ®F~ GL7 teuntri=s) and W~ pdid*~¥~ry®ing batk wi
i~ 3xi~ptien of $1.8 billien te %~ IMF. Si>~$-ryling ®at v~
draw W~ pald bhtk alf~ady.! ¢ ¢ -

Mr. BALLENGER. Mr. Smit, yiulbad yeur®and up.

Mr. SMITH, I #ink #at, as yéu may Knew, %~ Brazil-U.S. Busi-
f~ss Countil bas Bén in @~ prai~ss o supperting a Brazil tautus

aif~d by Rpf-§-ntati¥~ Ceiby!' As a'part sof*syur F~truitni~nt pres-
<5, Walbad~ Bin giing arednd te offit~s Fed b eut bt —en hele
sifss of B~ aish-t bat %~ bad found is'#rat' fropts abs Hlry
®Bappy'te nié~t with us, $~ry*~xsit~d th talk ahsut Brakil. But #~f~
is a g‘**ﬁng #®at Brazil hasn’t defi~ %~ kind' of mark~tings~Fort
#at a dbit~ ov & Mxitelbas deri~¥~F~ in %~ Udit~d Stat~s-

I #ink it id quit~ nethbi~ #At, w8 ad~ B-n talking abeut Gbit~.
C-rtainly, it is a suttiss stery in t~rms o ofning its mark~t. But
in tsrms of o¥rall siz~ o 'U.S. busirt~ss Wil (ﬁﬁ* tempaf-~d te
oorall si®s & sur busift$s with Brazil, it is, netS~F~n '~ siz~ of

i~ stat~ of Sas Pasle. t t

I #ink ‘%~ is YW sidss of ®is wWh b~ pittuf~. First, %~ Bra-
zilian ge¥~rnni~nt, add ¥-rtainly Ambassadir Barhesa, has H¥n
t<xtiapi~ly attit~ in #at, and W~ #ink #is id a gi-al, gh-at tind.
But #i~f~®as Bin, oF~r ¥~ past §~Fral F~ars, net asmud of an
S~Fort as sents of @l meF~S~Fstit~ tountri~4, in t~rms & in-
tihsing #~ir Profitin  adbingten, bai~ dii~. ¢

Alse, 1 #ink it'is ¥~ busift~ss—and ®at {s my$~iF—and i~ -
pt~ #at W~ f-pf-§snt, W~ af~ f-ally Bginning te mobiliz~ sub-
&<1¥~s, and I #ink ®at v~ bad~ id-ntift~d atas b +-4hl strat' gt

alt~nj~ fir :uré*‘ﬁ'r‘s as w~ll and Lotk firward ty working Wﬁ'
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Wi~ M~mPB~rs of ®is Subtemmitté~ and +#i~rs te mak~ ®at mef~
of a tality. Bit w~®%av~ dur wirk sut o8t for ud, and jt f-ally $=-
duif~s a partii~rdbip on 8 sidds of helh B~y~t<pi-nts €~F~ in &
U.S. #at tat~ aheut Brazil and # Brhzilian ge$~rnnt-nt.

Mr. BALLENGER. [~t ni~ just apslegiz~ te Atnbassader Barhssa,
Btaud~ I ni~t wilh Jim Celby ahd-#~ Ambassader! Jim shid,
“Cass, & sw ahsut yeu F-ttin'g inveiv~d wilh Brazii?”'But I weuid
b5~ yod Etogniz~ Wi~F~ is an®~tdtion ging on, and Brazil right

néw is het quit~ as impertant as Ner#$ Cateimd. -

‘Anye obv, T would LB te #®ank ‘yeu gentt~nin for att~nding. I

#ink it as B&-h a $~ry tehstruttit~ hit=ting. ¢ -
T ifbeut obf~ttien, I welld lik~ te suhmit, ¥er 8~ F~tird, a_stat~-
ni~nt ﬁ’:m C:ngi“SSman‘M‘ﬂ’r*nd*i, it Wat is‘satisfatt:‘ry with yiu
all. -
T~ Committs~ is adjourii~d. [T~ stat~ni~nt o Mr. M~fi~néd-~z ap-
pars in ‘#~ app-ndix.] * ¢
Tl bi**f’*up:n, at 3:29 p.m., #i~ Subt:mmitf;‘* was adj:urr'r‘d.]
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Opening statement of Chairman Gallegly
Hearing: U.S.-Brazil Relations

It is said by some that generations of Brazilians have long been taught that they lived in
the country of the future and that Brazil had a guaranteed place as one of the world’s leading
countries.

With a land mass occupying nearly one-half of the entire South American continent,
making it the 5 largest country in the world;

With a population of nearly 165 million, making it the fifth most populous country in the
world; And with a Gross Domestic Product of nearly $700 billion, making it one of the ten
largest economies in the world, it is no wonder that the Brazilians feel that way.

Additionally, Brazil’s democracy is strong and vibrant. Its institutions such as the
legislature, the judiciary, and the press are, by all account, independent and active. Brazil’s
current efforts at internal political and economic reform appear to be on a successful path.

This is critical because a stable and more economically viable Brazil is not only important
for our own economy, offering more attractive markets for U.S. trade and investment, but it is
important for all of South America as it can provide a model for stability and the engine for
growth in the region.

Yet, as large as Brazil looms in the Hemisphere; despite the fact that over 400 of the
Fortune 500 U.S. companies operate in Brazil; and despite the enormous bi-lateral trade
relationship, little is really known or appreciated of Brazil here in the United States.

Thus, the purpose of this hearing is to attempt to bring the U.S.-Brazil relationship onto
the forefront of our policy agenda.

Over the past few years, Brazil and the United States have made important strides in
building a more productive relationship. Ambassador Barbosa is playing a key role in that effort.

And while the interests of our two countries may be considered more parallel than
identical, I believe both nations are headed in a positive, constructive direction as key partners in
areas such as trade, counter-narcotics, weapons proliferation, human rights, the environment and
international peacekeeping.

Brazil and the United States share a common interest in nurturing a democratic, vibrant
and growing Latin America. I welcome and encourage this new era of strong U.S. - Brazil
relations and look forward to hearing from our witnesses.
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STATEMENT OF REP. GARY L. ACKERMAN
JULY 26,2000
U.S.-BRAZIL RELATIONS

Mr. Chairman, I am pleased that we are holding this hearing today. Despite the existence
in Congress of a Brazil Caucus as well as a Congressional Working Group on Brazil, the nation
with the largest economy in Latin America often escapes our notice. Perhaps that is better for the

Brazilians.

Seriously, Brazil should command our attention much more often. 420 of the Fortune
500 do business there and U.S. direct investment in Brazil exceeds that of our investment in
Russia, China, India, or Mexico. My own state of New York has benefitted from expanded trade
with Brazil as exports from New York rose by 207% between 1993 and 1998. Given the size of
Brazil's economy, it is clear that when Brazil sneezes, South America catches cold. That is why
the international community assembled a $41.5 Billion financial assistance package when the

Real was under speculative attack in 1998.

But our relationship with Brazil is and shouid be about more than just economics. We
share a common desire to see the democratic transition in South America endure and deepen.
Brazil and MERCOSUL have been leaders when coups threatened Paraguay and Ecuador. Itis
precisely because of this leadership that the Brazilian Government’s reaction to the ¢lection in
Peru puzzles me. I understand that there was no coup in Peru, but [ think that threats to
democracy should be forcefully addressed no matter where they come from. In my judgement,

Mr. Fujimori has undermined Peruvian democracy and the countries of the hemisphere should be
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unified in our response to that.

[ share Ambassador Barbosa’s view that it is important for us to institutionalize our
relationship by having more regular meetings of officials at the working levels of our respective
governments. In addition, I also believe that our increased cooperation on organized crime and
counter-narcotics reinforces the common interests of our two nations. So Brazil and the U.S.

have a positive, common agenda on which we can move forward.

Mr. Chairman, as Brazil and the United States address issues of regional integration, [

think that partnership is the operative word. [look forward to hearing today’s testimony and

hope this will be the first of many useful exchanges we will have regarding Brazil-U.S. relations.

Thank vou.
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STATEMENT FOR THE RECORD
Hon. Robert Menendez
Hearing on
The U.S. and Brazil: Strategic Partners or Regional Competitors?
Western Hemisphere Subcommiittee of the
House Committee on International Relations

Thank you, Mr. Chairman. And thank you, Secretary Eddleman for being with us today. 1look forward
to hearing from you, as weli as from Amb. Barbosa and our private witnesses, Michael May from CSIS
and Mark Smith of the Brazil-U.S. Business Council. I am proud to be a member of CSIS’s Brazil-
Mercosul Congressional study caucus.

Before we get into the question of whether we are strategic partners or regional competitors - and I hope
we can be both - I'd like to know why you think Brazil earns so little of our attention.

Despite being the world’s fifth largest country, in terms both of land mass and population, Brazil
probably does not make the list of the top 100 countries to which this Congress pays most attention. As
Ambassador Barbosa pointed out in a recent meeting we had, though, this is not necessarily a bad thing -
considering the list of countries upon which we do focus.

Certainly, one of the reasons we mostly ignore Brazil is that the country, in the past 15 years since
: -

country speak Spanish but too few spcak Portuguese, and Brazil may get short shrift as a result.

A more interesting reason may be that when we look at Brazil, we are looking in the mirror to some
extent - and sometimes looking at one’s reflection can be uncomfortable. Brazil is of very similar size to
the United States; each country counts roughly 10 cities with populations of more than a million
inhabitants. Like the U.S., Brazil has a large and, despite last year’s crisis, growing economy. Brazil is
heterogeneous, a country of immigrants with a now minority native American population.

Like the U.S., Brazil is an imperfect democracy. Though Brazil’s difficultics are certainly more acute,
we in the U.S. are not strangers here to the problems of racial discrimination, violent crime, incidents of
police brutality, and growing economic gaps between the rich and poor.

What sustains the U.S. as a democracy and a nation in which a vast majority of its residents believes it
lives better here than elsewhere, is its ability to rectify wrong.

[ am encouraged by the increasing efforts in Brazil to consolidate democracy and to build a political-

+ ~ ‘e o il ace PhanIdats Sawdana avras tha
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On the gquestion of “Strategic partner or regional competitor?” ~ as I said, | hope we can be both. A little
friendly competition never hurt anyone. Brazil’s economy certainly is competitive - and President
Cardoso has done a great deal to make it so. | would ask that we all play by the rules, of course, or the
competition will suffer. Brazil has moved in a favorable divection recently on several difficult issues,
including intellectual property rights, export subsidics, and protection of its domestic computer industry,
and that is positive. However, the dumping of Brazilian steel on the U.S, market remains a concern,

On another very important issue, | hope that our two countries can come to agreement on the importance
of including labor and environmental provisions in trade discussions and eventual agreements.

For the good of the Hemisphere - and the world ~ the two largest countries in the Americas must be
strategic partners. And [ believe we are strategic partners.

Economically, we are very linked and there is clearly recognition on the part of business, investors, and
economists of the importance of the U.S.-Brazil relations. And I know that the testimonies of all our
witnesses today will attest in detail to this blossoming economic relationship. As I just mentioned, loo, |
hope and expect we can work together to promote free and fair trade.

But equally important, I hope that we can work together to promote free and fair elections, and
democracy generally — because of course democracy is more than just elections. Brazil, in some
instances, has fought hard to maintain democracy in the hemisphere - when a military coup threatened
democracy in Paraguay, Brazil and the other Mercosul members invoked the trade group’s democracy
clause and ensured the continuation of elected government in that country. But we must recognize
electoral coups as we recognize military coups, as detrimental to democracy and progress in the
hemisphere. [ am disappointed in Brazil's stance in the OAS on the question of Peru’s recent elections.
This is not a question of imposing will on a soveteign country in the region. It is a question of
whether or not the OAS is going to have any relevancy; and a question of whether or not countries in the
hemisphere are dedicated to upholding the will of their own people at the moment of truth.

But, again, | hope and expect to work cooperatively with Brazil and other partners in the region on the
question of maintaining and consolidating democratic institutions in the hemisphere, Brazilians have a
lot of proud history and experience of democracy-building, much of it recent, to share with other
countries in the region. 1 am pleased to see that the coming South American Summit, to be hosted by
Brazil, includes the strengthening of dernocracy as its namber one agenda item. Also, Brazil will host
the second World Democracy Forum, in November in Sao Paolo.

Awmb. Barbosa is correct to try and educate us about the regional and individual country differences in
Latin America ~ that Brazil and the Southern Cone are very different from the Andean region, for
example. Brazil should play a more proactive role in trying to shape policy for the better of the
hemisphere - help us and the Colombians 1o figure out the best response to Plan Colombia; the best way
to modernize and make relevant the OAS; the best way forward on free trade in the Americas.

1 know that the U.S. and Brazil share common values; [ fully expect an ongoing partnership that is not
only mutually beneficial, but also of immense help to the hemisphere as a whole. | look forward to
hearing from you today about how we continue on that road.
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STATEMENT OF LINDA H. EDDLEMAN
Deputy Assistant Secretary
Bureau of Western Hemisphere Affairs
Before the House Committee on International Relations
Western Hemisphere Subcemmittee

July 26, 2000

Brazil: A New Era of Bilateral Cooperation

M. Chairman, Members of the Subcommittee, it is a pleasure to be here with you
today to discuss the state of U.S.-Brazilian bilateral relations. In recent years. Brazil’s
economic modernization program and more forward leaning approach 1o international
issues have led to much greater interaction between our two societies. U.S.-Brazilian
commercial activity has surged, the number of citizens traveling between our two
countries has climbed, and Brazilian participation in hemispheric and international events
has risen. In my testimony today, 1 will review the current state of U.S.-Brazilian

bilateral ties, with a focus on political, economic and security issues.

Brazil: A Growing International Actor

Brazil’s growing international stature and its dominant position in Latin America

make it a key player on many issues affecting U.S. interests. It is the world’s fourth

largest democracy and ninth biggest economy. Brazil accounts for 50% of South
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America’s population and over 45% of CIDP. 1t shares a common border with all but two
of South America’s nations, and its Lusophone heritage links it to countries on three
other continents. As evidenced during the world financial erisis in 1998 and 1999,
Brazil’s economic health is pivotal to hemispheric prosperity, and also impacts on U.S.
and global financial markets. Brazil is influential av the UN and other multilateral fora,

and is active on international security and peacekeeping issues. Within the Hemisphere,

Brazil is critical to efforts to deepen democracy and 1o promote regional stability.

vital participant in efforts to protect our global environment. In fact, there is almost no

global or hemispheric issue today that can be addressed without Brazil’s participation.

U.S. policy recognizes Brazil's increasing hemispheric and global significance,
and U.S.-Brazilian bilateral relations are currently better than at any time since Brazil
sent 25,000 men to fight with the Allies in Europe during WW II. On foreign policy
issues, President Cardoso’s modernizing, internationalist vision has combined with our
active engagement with Latin America to broaden and deepen bilateral cooperation in a
wide range of sectors. In fact, the level of exchange between our governments has never
been higher. Similarly, President Cardoso’s efforts to modernize Brazil’s economy--
based on macroeconomic stabilization, privatization, deregulation and trade
liberalization—have greatly enhanced bilateral trade and investment ties. U.S. exports to
Brazil were $13.2 billion in 1999, with the stock of U.S. direct investment exceeding $35

billion.
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Brazilian Democracy

The vigorous political activity now underway in Brazil in anticipation of
nationwide municipal elections in Octaber is testimony to the country’s vibrant

-democracy. Since the end of military rule in 1985, Brazil has held four presidential
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economy could trigger an economic meltdown in Latin America and deepen the turmoil
in international capital markets. The impact on Argentina, which sends over 30% of its
total exports to Brazil, would bave been especially grave. These considerations led the
IMF, World Bank and IDB-—in ¢lose consultation with the U.8.—to assemble a $41.5
billion financial package to help Brazil overcome the erisis. The 1.8, contribured §5

billion from the Economic Stabilization Fund.

The international financial package—coupled with the fiscal disciphine
maintained by President Cardoso’s economic team and structural reforms approved by
the Brazilian Congress——enabled Brazil to overcome the real devaluation and to embark
on a path of renewed growth. Brazil’s economy grew by almost 1% of GDP in 1999,
with consumer inflation under 9%. This year, the economy is projected to register GDP
growth of 3.5-4%, with inflation falling to 6%. Brazil has regained access to international
capital markets, and repaid the loans disbursed by the U.S. and other bilateral lenders
ahead of schedule. It has maintained sound fiscal and monetary policies, and its public
sector fiscal deficit will fall from over 10% of GDP in 1999 to 4.5% this year. Still,
while the economy appears to be recovering from the detrimental effects of its financial
crisis in earty 1999, substantial hurdles remain.  Brazil needs to pursue additional
structura) reforms, including social security and tax reform, to consolidate its fiscal
position and lay the foundation for future sustained high growth. The Cardoso
administration recognizes the need for additional measures, and is working to build

congressional and public support for these politically difficult actions.
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Despite Brazil's better than expected ecopomic performance in 1999, the rea/
devaluation put substantial pressure on other economies in the region. Argentina’s
economy fell by 3% of GDP, and Uruguay and Paraguay experienced negative grow th.
Trade within Mercosur (Southern Cone Common Market), the imperfect customs union

‘- cousisting of Brazil, Argentina, Paraguay and Uruguay, dropped by 25%, and Mercosur
members erected an array of tariff and non-tariff barriers to intra-regional wade. Sull,
Brazil’s strong recovery this year has boosted growth in the region, and alleviated trade
tensions within the group. Moreover, Brazil and Argentina have worked to improve
macroeconomic coordination within Mercosur and to resolve specific sectoral disputes
over autos, textiles, sugar and footwear. However, the consolidation of macroeconomic

stability in Brazil remains key to the Southern Cone’s economic prospects.
Brazil-U.S. Economic Ties

President Cardoso’s economic modernization program has created numerous trade
and investment opportunities for U.S. firms. Total bilateral trade reached $24.5 billion in
1999, up from $16.8 billion in 1994, and U.S. exports rose 64% during this period.

Brazil was the 13" largest export market for U.S. goods in 1999, and the U.S. rana
bilateral surplus of $1.9 billion. Capital goods and other high-value added products
account for approximately 50% of our exports. Moreover, U.S. direct investment in
Rrazil almost doubled between 1994-99, rising from $19 billion to over $35 billion.
Brazil is the 8™ largest recipient of U.S, direct investment in the world, and accounts for

almost 50% of U.S. investment in South America. Over 400 of the Fortune 500
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companies, including Colgate, Citibank. Compac, Bell South and Ford. have operations
in the country. Manufacturing accounts for almost 60% of ULS. investment, but the
fastest growing sectors are telecommunications and energy. The U.S. share of total
foreign direct investment in Brazil is approximately 28%, and U.S. firms have been the

leading participants in Brazil's privatization program.

The size of Brazil’s econ-omy and its growing trade and investment links with the
U.8. and other countries in the Hemisphere make it an essential player in the Free Trade
Area of the Americas (FTAA) negotiations. Brazil accepts the Miami Summit
commitment to reach an agreement by 2005, and will co-chair the talks with the U.S.
during the final phase of negotiations starting in November 2002, Still, it generally
favors a slower pace in the talks than that advocated by the U.S. The government voices
concern that the absence of U.S. “fast track™ negotiating authority and the impact of U.S.
trade barriers on some of Brazil’s largest exports. Brazil continues to spearhead efforts 1o
revitalize Mercosur and also hopes to use a Summit of South American leaders convened
by President Cardoso for late August to revive trade talks between Mercosur and the
Andean Community. The U.S. supports these efforts at sub-regional trade liberalization
as long as they are WTO-consistent, support further market-opening in the Hemisphere
and are trade creating rather than trade diverting. Brazil and its fellow Mercosur
members are also engaged in trade negotiations with the European Union, but Ewrope’s

reluctance to trim its agricultural subsidies makes progress unlikely in the near term,
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The rapid expansion of U.S. investinent in Brazil has inevinably led to a growing
number of trade and investment disputes. USTR is currently engaged in WTO
consultations on issues involving intellectual property rights and custom valuation. On
investment, one problem is the conflict between ULS. investors and state authorities over

: control of an electric utility company in the state of Minas Gerais. A second case

involves a dispute between a U.S. telecommunications firm and Brazilian federal fax
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technologies and business practices--has increased the need for greater certainty and
coordination on tax issues. Our ability to help U.S. firms deal with these issues has been
hampered, howevert, by the lack of basic bilateral commercial agreements that we have

with many other countries. In this vein, we are encouraged by the Treasury Department’s
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Environment meeting, annual meetings of the U.S.-Brazil Education Parnership. amnal
Bilateral Law Enforcement talks. snnual Bilateral Working Group for Defense meeling,
and bianral foreign policy consultations ai the Under Secretary level. We are also

exploring the possibility of setting up a bilateral Consultative Commiitee on Agriculture.

These mechanisms have preatly facilitated bilateral policy coordination and have helped

institutionalize our cooperative relationship.

Cooperation on Regional Issnes

In the Hemisphere, Brazil and the U.S. share a commmon inierest in prometing
stability and democracy. In the past, citing principles of national sovereignty and non-
interference the internal affairs of nations, Brazil was in our view gverly reluctant to
speak out forcefully when hemispheric countries viclated their citizen’s basic human or
political rights. We have welcomed greater Brazilian activism under the Cardoso
administration in promoting the tenets of democracy internationally. For example, Brazil
advocated the inclusion of a “democracy clause™ in Mercosur. Under this provision, any
Mercosur member that abandons democratic rule will Jose its frade privileges in the '
group. The first-ever summit of South Ametican Presidents, which Brazil has called for
in late August, will focus on democracy, as well as on the threat posed by narcotics
trafficking and other fransnational criminal activities. These welcome initiatives aimed a
creating mechanisms for mutual support among democracies must, 11 our view, be

complemented by meaningful measures when countries retreat from democratic norms.
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There are sometimes notable differences between the United States and Brazil over the

appropriate tactics for responding to threats to democracy.

In Colombia, Brazil strongly backs President Pastrana’s peace initiative, and
»‘ Brazilian officials regularly review developments in the country with their U.S.

counterparts. Brazil attended the July 7 Madrid meeting on Colombia, and it has
informed the Pastrana government that Brazil adheres to the Madrid Declaration in favor
of Plan Colombia. President Cardoso has met with Pastrana several times and has
encouraged him to continue with his peace efforts. At the same time, senior Brazilian
military officials have voiced concern about possible spillover from the Colombian
conflict into Western Brazil, and have taken steps to increase Brazil's military presence
in the border area. In addition, Raytheon’s SIVAM (Integrated Amazon Monitoring
System) project, which is scheduled to come on line in 2002, will help Brazil improve its
control over its territory, including air space, o better combat narcotrafficking in the

Amazon region,

Similarly, Brazil has worked with the U.S. and other regional actors to support

——

& .

|

military coup in Ecuador in early January, Brazi] issued a strong statement stressing that

Ecuador should resolve its problems with strict observance of democracy and
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political issues within a democratic [ramework. President Cardoso has met with
President Chavez on several occasions to reiterate this message. In Paraguay, Brazil has
used its substantial economic and political leverage, including Paraguay’s membership in
Mercosur, to promote democracy and constitutional rule. Brazil granted asylum to
former Paraguayan President Cubas during the 1999 political crisis, and recently detained
former Army Commander and convicted coup plotter Lino Oviedo in Foz do Iguacu.

Brazil has said it will carefully consider extradition tequests for Oviedo presented by the

Paraguayan government.

On regional stability, Brazil's willingness to assume the lead role in the Peru-
Ecuador border dispute, both diplomatically and on the ground in running the

peacekeeping operation, was vital tc the successful resolution of the conflict. Brazil also

participates in the Defense Ministerial of the Americas process. and will host the fourth
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confidence building measures and the link between defense and development.

Multilateral Cooperation

Bevend the Hemisphere, Brazil has worked successfully with the United States on

a range of multilateral matters including international peacekeeping operations and

nonproliferation. That said, there is an element of ambiguity in Brazil’s cooperation with
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leadership role in developing country groups such as the Rio Group and the Group of 77.
There are some within Brazil who fear that close cooperation with the U.S. will bring a

loss of policy independence.

Brazil made a valuable contribution to international peacekeeping in the Ecuador-
Peru border dispute, and has also participated in peacekeeping operations in Angola, Last
Timor and Mozambique. Brazil’s Lusophone connection has been particularly useful in
Angola and East Timor, where it has consulted with the U.$. on the reconstruction efforts
underway in both countries. Brazil strongiy backs UN sanctions efforts against UNITA
and has financed fraining programs to help demobilized Angolan soldiers return to

civilian life.

Brazil has made outstanding progress on nonproliferation. Steps that show
Brazil’s commitment in this area include joining the Missile Technology Control Regime
(MTCR) and the Nuclear Suppliers Group; forgoing MTCR-class offensive military
missiles; implementing MTCR export controls; abandoning its nuclear weapons
aspirations by joining the Tlateloco treaty; acceding to the Nuclear Nonproliferation
Treaty (NPT) and the Chemical Weapons Convention; signing the Comprehensive Test
Bank Treaty and joining the Biological Weapons Convention; and signing the

Comprehensive Test Ban Treaty. In October 1998 our bilateral agreement concerning
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nonproliferation is the Technical Safeguards Agreement which will permit U.S. satellites

to be launched from the Alcantara space port once it is ratified by the Brazilian Congress.
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Brazil has also been very supportive of U.S. nonproliferation efforts in South

Asia, both as a member of the South Asia Task orce, and by serving as an important

the New Agenda Coalition, it also recently made an important contribution to moving the
Nonproliferation Treaty Review Conference toward a compromise on nuclear

Aicarmament icaies
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For example, some members of the Armed Forces continue to assert that the U.S. has
designs on the Amazon; an allegation that | am certain {akes the Commitiee as much by

surprise as it did the Department of State.

- Space Cooperation -

Space is another area in which U.S-Brazilian cooperation has flourished in recent
vears. In 19935 Brazil joined the Missile Technology Control Regime (MTCR),
overhauled its military-controlled space program, and enacted a law governing sensitive
technology exports. These changes enabled the U.S. and other countries with space
program to enhance cooperation on space issues including data sharing and experimental
coordination. In 1996 the United States and Brazil signed a framewotk agreement for
space cooperation, allowing for a wide range of activities. NASA and Brazil’s new
civilian space agency now work closely on a variety of programs directed toward the
peaceful uses of outer space. U.S cooperation does not extend, however, to space launch
vehicles. Brazil is the only developing country participant in the International Space
Station {(1SS) and is contributing hardware that is vital for the effective use of the station.
President Cardoso recently reaffirmed his administration’s commitment to the [SS by
instructing the executive branch to ensure that funds are available to meet Brazil's ISS

obligations even in a time of fiscal austerity.

Conclusion
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Brazil’s increasing economic and political integration into global and hemispheric
affairs has created common U.S. and Brazilian interests on a range of regional and
multitateral issues and led to a new era of bilateral cooperation. On economic issues.
President Cardoso’s market-based modernization program has generated an explosive
surge in U.S. trade and investment and greatly expanded Brazil's links with Latun
America and the rest of the world. Brazil’s importance to Hemispheric prosperity
prompted the U.S. to take the lead in assembling a financial package to assist Brazil
during the real crisis, and has made it a key player in the negetiation of the Free Trade
Area of the Americas. Increased bilateral economic activity has also generated pressure
from both the Brazilian and U.S. private sectors for bilateral commercial agreements that

' reflect the new economic reality.

Similarly, President Cardoso’s internationalist foreign policy approach has
produced many opportunities for the U.S and Brazil to work together constructively on
global and regional issues and has resulted in the creation of & number of formal and
semi-formal structures to facilitate policy coordination.  These structures deal with issues
ranging from security to the environment to regional stability and have been key in
deepening the level of cooperation between our governments. The further development
of such institutional ties will becotne even more imporiant in managing bilateral relations

as the extent of Brazil’s involvement in the Hemisphere and the world continues to grow.

1 would like to thank the Committee for inviting me to testify here today, und lock

forward to answering any questions that you may have.
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PREPARED STATEMENT OF AMBASSADOR H. E. RUBENS BARBOSA

I wouid 1k~ ty #ank R-pf-&-ntati$~ Eitin Galt~gly, Obairman o 87 S~st<rn
Hmiddti~F~ Subtymmitts~, for #is invitatiech teS~x#rang~ visws yn F~int d~F~lep-
ni-nts_and futuf~'tF~nds in #~ F-latinddig H~&*n Brazii and #~ Unit~d Statls.
It is alb sner for oi~, be Prsenally ahd as #i~ Brazilian Ambassader te #~ Unit~d
Stat~s, ts ‘addi~ss #4 distinguidi~d ni~mb-rs o -~ Heus~ Comrhitt®~ ¢n Int~r-
natisnal R~latiens te*~xamifi~ %~ Ling@istery ¢ daf-d'vali-s'and s1§~'tsef-ra-
tion Btw=n odr tedntri~s and te ads~ss #< spdertuniti~s and Waitnts we it 11~

-ad. ( ( ( e <

Sini~ #~ birlh o sur twe natiens, Brazil and #i~ Unit~d Stat~s badé~ daf~d a
tymmoen &istery o flat~ful $-latidns, pilitital and id~oligital affinity, and predut-
t}~ trad~ an¥ fihantial int-rattiths. Fér almest twe #dturt~s, sur seuntri~s bad~
Bé-n writing a sutiss stery o*~F-r-groving diplematit ti~s, undrstef~d hy an un-

Fai~@ni-dt &gt~ of teofration oFr Wi~ last dYad~, during Weith S~F-ral o\d dif
g‘f'*ni"s Wb~ Fs0lf-d ‘and A w' temmoen initiatit~s, sullr as i~ FTAA'! w~f~
laun#i~d. In sré=r % build sur fatuf! biidt~ra) F~latindbip sn #~ past and pi~§-nt
sutt-s~s, W-'1i*~d {1 Losk Hi-ad, analyzing #~ nathf~ of i~ fi~w alt~ngs and
prieriti=s fating sur $yuhtri-s. - ¢ -

s Repi§-mtetiv~ ‘Gali~gly t~qi~st~d, I will divid~ my pi-§-ntatien inte Ad~
parts: 1) turf~nt*~tenemit -and pelitital tenditiens in Brazil; 2) Brazil’s pridriti~s
and #altnj~s dMi-all; 3) #i~ ret~ 8~ Unitld Stat~s souid or & yuid play in &ipin,
Brazil addf<ss its prieriti~s arld #alt~ngs; 4) Brazil's vi‘w o ‘@~ H-~misgti~f~; 5§

+w Brazil and #~ Unit~d Stat~s tan work tej~#-r in addi~ssing %~ #alt-njs
of Wi~ Hmisghi~i~. T will sensluds #~8<'$~mdrks hy answ-ring #~ qi-stien prI-
Deg~d in M~ titt~ of #isei-ating Wei~8~r Brazil and #~ U.S. af~ strat~git phrtr~ds
:1‘ f‘*gi:nal t:mf)*ﬁit:rs. - -

CURRENT ECONOMIC AND POLITICAL CONDITIONS IN BRAZIL

If senfi~efi~ Wf~ te summariz~ what ®as hvapf?*ﬁ*d in Brazil e%~r %~ last t-n
§ars,' twi signifitan’t tF~nds weuld stand sut: >~tynemit med-rhization and %~
stingli~ding-sf dmoetraty. A sgqng tymmithi-nt t¢ ratri~ndmit stabilizatiyn and
F~Arm of sur~%memy, aling with' grewing partisipation hy sivil syti~ty and tynsli-
dation & fur &ndtratit institutiens! with F~gular and F3-5t~tthins, dad~ #harht-
t-rif~d Yut F~i~nt@istery. ' - '

Bo# %~ Braziliian ‘se¥~rnni-nt and seti~ty @as~ werk~d $-ry bard te atbi~~

i~8S positit~ Fsultp. S ad~ pisé~d arld tenting~ te piss For dent-stit dtruttural
F~forms'in erésr te tenselidat~ #~ “R-al Pihn”, #~ Stabilization' pregram, and te
ti~ht~ sanditiens £t Air#r impref~ni-nts in sur seiial indisatp. A& ai~ alf~ady
libralithd trdd~ rit~s and @ad~ Bin suti~sdully' tarrying odt i~ of #~ largest
privatizatisn pregrams®~é~r und-rtalk~n, prebably #~ larj~st in W~*tntif~ @istery
of tapitalidir. *S-af~ pursuing fr~w #~firms in §~V-ral af~as, sud as setial §~surity,

i~ tax syst~m, #i~ laws ged~rning fisthl asteuntahility. Brazil’s mest fmpartant ds-
nistit geal is te maintain®~teneotit stability in erédsr te promet~ & moi~ balani-§,
just,>~qattaht~ ahd d~motratit séi=ty. ¢ et ¢

O%~r i~ last 1% Flars i~ ad~ fai~d §risus Malt~nj~s as a Fsult of #~ int~r-
natienal turbut~ni~ ®at are§~ sut o #~ Asiah) and #~ Russian tri§~s.'As a majer
t<pi~tging*~tsnemy, Brazil was fet itnmurt~ te 8~ woerldwid~S~tonemit*~F=its of fi=
Asiarr finanfia! tarmoil in 1997 hnd %~ Rusbian indel¥~nty in ‘1998. T&~ Brabilian
sovrnnint Fratt~d*i-rj~titally, adepting Fstrittid~ pelitt~s aini~d at albi-ving
filtal aust-rity and matri~tsnemis stahility. Te pi~&-ré~ #~ tengi-sts drit~d from

i~ stahilizatien pregrani, #~' Ged~rnni~nt whs abt~ te #~iy Yn firm suppert frim
Congtss, of a Vigilahtt and atti$~'piss and #~ appreval o gi‘*‘ Brazilian pebulatiin
ad a-wh ot T~ way Brazil Gas ¢-rtent~ f~bnt>~tdnemlt trisis b ows & dw asti$~
eur 4ivil Seti~tylbas Bén and® ow' matlif~ eur d~me t}aiyh as Bteni=! {
U Toi~ doslnsday st~naris #at Wwas pi~ditisd by seni~ fi~$~r mab-rializ~d. T~ gyv-
Ssrnntnt' hedopt<d a twe-bart strat~gy tempris<d & (a) a §~F~F~ tigtning on-W-~
fistal frint And %~ addptien of a nruiti‘y-ar fistal adjustoi-nt pregram and (h) #i~
fgitiatien of an int~rhatiinal aghé~ni-nt inveiving muitilat-ral finantial 1rganiza-
tiens and mist of @i~ d~F~1V5~d tyuntriss. ' - ‘-

In January ¢1999, %~ Brazilidn Ge¥~rnntnt was firé~d te d~vali~ #i~ R-al and

adipt, a featidgt~xang~ rat~ turf~nby F~gini~. At # tints,'it was wid~ly ®ougt
t %~ ifnpatt of sul-a &~valuatisn weurd unt~ad inflatisn rat-s, f~ading ty #-~
F~turn of #i~ se-thit~d @yp-rinfatish” arld ty a &%~p F~i~ssish in 1999. - !
T bat attually bapp~ai~d oF~r #~ teurs~'e 1999 was tdmpi~t-ly diff~fnt, di~
mainly ty #~ syund fundantintals o 8~ Bradilian®~tenemy' Brazil net snly aveid~d
a GDP sintrastiin but is new tt~arly en #~ read te 4 streng~tenemts f~t9$-ry. In-
st~ad W 'f‘i*ssizh, final fight~s fir 1999 inditht~d & p:siﬁié* gr‘:vx’thu rat~ ‘:-" 0.82%,



52

fit~d by ¥~ impf-ssit~ F~te¥~ry in ¥~ last quartsr at a rat~ s 3.1%. Centrary
te Pssimistit pregi~iis, infatien f~maifi~d W=l wilhin #~ ged-rnni-nt’s‘'6-10%
fit~tast, at areudd 8%. T8~ Gedrnni~nt bas alse Hén ahi~ te'nté~t, and®>~Fn te
tXid~d, #i~ publis §~tter primaly surpius tarjt ayfi~d te wilt ‘@i~ IMF. Maf~edr
5~ ff*w‘*xganjh rat< #~gint~ bas opfi~d frw sppertuniti~s for #~Sxpert' §4tor,
hy @~iping Brazilian pryduits ty t:r‘nﬁ*i* in b:@- d‘:rﬁ**stit and inf:*rnati\‘nal mdr-
R~ts. -

T~ ¢F~rall®~tenemit sutleek for Brazil in 2000 and #~ §~ars HMi~ad is $~ry posi-
tit~. GDP growlh Wis $ar'ist~kp~it~d ty F~alh B-~twwin 3% and 4%, as a #~duit
of &~dlining id~Fst rat<s, aming «#~r fadters. Inflatien fif~tast is areund 6%, T4~
hain sign «f #~ tinfid-ni~ i é\‘ Braziliad*~tenemy @ as' Bén %~ tintind~d &
t$l of-feflign dif~it inf~stotnt Aewing inte ‘< tyantry. In 1999! FDI inflews
f~alidd & f~terd US$31 billisn, ranking Bra?ii as #-~ fourl hti?f“st in¥~stoint
&-stinatien in ‘%~ world, at~" #~ U.S.,s*&f“ UK. and Otiha. 'Ihis’po,siti&* th~nd is
Sxptt~d ‘t: t:ntinﬁ*‘th:is yar, b: :sfs*d by"‘tgn:mit f’*t:é*ry and #~iivi~d privatiza-
tien.

(

BRAZIL’S PRIORITIES AND CHALLENGES AHEAD
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t-riny' &~¥lebni-nt ahd premiting f~at~ and int~rnatisnal teef-ratien. ¢ ¢ ¢

Consist~nt wilh mef~ #lan'a l{ntury of prab~ful ahd tedfratit! f~lations with
its f~ighhers, and inspit~d by dbaf~d vald~s and temmer ‘purpeé=s, Brazil’s mest
impertant ‘diplematit prierity is te stt~ngi-n sur se4prdtien wilh Seulh Ani-rithn
tourdtri~s in or&r te inttlag~*~tedomit int~ grafic,n aild te pP&~ré~ pilitital stahility
il ¥~ f~gion' Tewatd ®ist~nd, &4 sti-ngMF-nin'y o M~rtisul and gf* tinsslidation
of Wi~ diald gi~ Wilh all ofi~r Seuth Apt-ritan tydntriss 4#~ parameunt in'Brazil’s

fit~ign affdirs ag~nda. ¢ ¢ ¢

{M-=rtysul, woith intlud~s Brazil, Arjntina, Paraguay and Uruguay, is #~ #ird
larjrst ‘trading patt in #~ wrld, ant #~ mist signifitant traéd~ greup in Latin
Anrrita, net~werhy he# for its institutienal frant~werk and its rapid and tentin-
usus growih. Trad B4wih Brazi,, Arjintina, Parajuay and Uruguay insf“a~d
mi~ ®Mhn 400% frem 1990 and 1998, wi~n it f~a#i~d a tetal of mef~ ®an USS$
20'hillien. In 1999, Wi~f~ was a &-tir~ in trad~ B~twé-n 4 fout teuhtriss, di-~ ts
t~tynemit diffisulti~s fai~d by all. In 2000, & ¢vi~F~r, M~rsssul b e F~stini~d its®istert
_itd% patt~rn a intt~asing flaws of trad~ andl in¥~stui~ntd and Frywing int~ré~p-nd-
i~ < z z
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Int~gratien F~twén #i~ four tyuntri<s is net a geal in it§~f. Brazil and its part-
f~rs b nel int<nd te pi~Fint AF~ign temp~litier'Te #~ sentrary, M~rtesul is a
i~#adisth fir prnm‘pting B~tt~t in ~3rétio_n infy %! int~rdatiinal *w-_n;‘mzr. -~
twin ehj~stitds of Herliestis sti-ngi-ning dnd sutward int~gratidn af~ Yo dipt-ni-n-
tary. ‘6~ moet~ W~ Four Mertisut tountri~s @¥5~n #~irS~tanendit, politital, setial
and tuitura) ‘int~gratiyn, #F~ nlef~ M~y will B~ abt~ ty pro¥&-H towards' an inti-~hs~d
and sustaifi~d >~xpesdi~ te FiiSign hm{r*ti‘ci;n. Int'gration is' an instruni-nt fir
mt~ far-Faling gals: it'net sy sfatss fabyrabi tinditions Art~tinemit d~54-
ophi~nt and pelitisal stability ih eur seuntriss!but alde*~nabi~s W-~nl t4 §~iz~ #i~
{ppertuniti~s, ‘and te aveid #~ risks, % an intf~asingly +~n and unsthbi~ int~r-

ativnal*>~tsnemy. ¢ { -

Teiis is Way tzf‘* int~rnatisnal ag~nda o M-rtesul is s+ muitifat~t~d and tem-
pi-¥-nsit~. First, in 1996, it*~stabtidti~d fF4~ traf~ at~a dgit-~ni-nts wilh #~ tw,
“agsetiat~d” teuntri~s, it~ and Belivia. Qbit~®as just F~qi~st~d full ati~ssien ti
M-erdesul. Te~'hlet is alse surf~ntly i~ getiating wilh #F~ «#F~r And~an tyuntri-5 &t
S~stablidhni~nt +'a F5~ frad~ af~a. TeRing inty atteunt W~S~tynemit dnd politisal
impertani=~ of i~ sountri=s of M-rtesul and #~ Ahd-an Pait! i~ signatui‘* W a
P ltrads agft~ni~nt would f~pf-§-nt a landmark n M~ path tewards an insflas-
iniy int~grat~d Seutt ‘Ani-rita. M-rtssul alse fidmtiat~s F4~'trad~ aghé~ni-nts
within M~ S<st~rd H-misgti~f~ (8~ F$&~ Trad~ Afda of if« Anf-risas), #i~ Eurs-
p~an Unien and Seuth Afrita. ' ¢

is sutward-ledking apprqaﬁn and wid~ array of int~rnatisnal f~gtiatiens indi-
tat~ #at Mrtisdlis em>~xartipt~ of “ef~n = giona'dsm”. From %~ Bradilian Prsp~i-
tit~, of~n f~gilnalism, symbit~d Wik +#F~r-sdrdinal prindipt~s o sur*~senemit di-
plemdty, sult bs #i~ stfingMi~ning of #~ multilat~ral trading systim, sedédrj~s on
Brazil’s fundant~ntal int~~st in pi&-rying #~ balani~d end ~F-nly ‘distributid
trad~ and finantial tis #at v~ ®ad~ wi 5?‘* varisus F~giens and teuntri~s o @~
world. Brazil’s main trading partfisrs in 1999 w~i~'li~ Entip~an Urlien (28%), 4~
Uhit~d Stat~s (22%) and Seuth Ani~rita (20%), +~fi~tting a fnei~ halati~d distribu-
tien of trads ®an is trd~ of'mest seuntri=s. - ¢

‘In ‘hri~f, #~ Brazilian ¥ef~ien phlity bas Bn had~d in a twe-pring~d strat-gy.
On -~ o,ri’~h|and, Brazil’s'$~rmapi‘nt temmitoi-nt te fr"ai*ful ti~xistni~ and tﬁ;
fgitiatld §~tti~nt~nt of dispubt~sbas priyvid~d #i~ frhot~work for' a diplematy é~di-
tat~d ty int~rnatisnal disarmani~nt, neniprelif~ratisn and 8~ #Fns~ 1 '@at-d val-
s, su'th as F~spit for G uman ribtﬁ and premetien of sustainabi~ ‘&~F~lepni-nt.
On #~ Jii~rlband, and tinsist~nt wilh #i-§~ Fef~iyn ‘pellty printipt=s, Brazil's qi~st
firs~tinymit and setial d~F~lepni-nt bas guid'd cur dppriat aini~d at promiting
ahn in#t-Asignly int{grat~d f~ihhel o od 1 ~tountrits, aleng'wilh a growingkpdsuf-
to X5~ g’x:ba‘f“*:nzrrry. N ¥ R S - B R (

THE ROLE THE U.S. COULD OR SHOULD PLA IN HELPING BRAZIL TO ADDRESS ITS

PRIORITIES AND CHALLENGES

P~w o#i~r menints in #~&istery of Brazil-US f~latiens had~ witii~s§~d 8~ &-~-
4~ of Yeop-ration and tend-rint~ of vaii~s and int~F-dts #hat sur teuntri~s daf~
teday. A'thatuf- ‘ialegd~'and mutual trust surf:ntly #arast-riz! yur hilat-ral f~ia-
thindbip, Whilh bas f~atly Bfi~fit~d frem ten~rgnt pesitins ¢n a wiks varity
o subf~its, intluding#~ premoetien of int~rarf-ritan tysptration, f~sp~st firbuman
tights, prot=stien o @~Snbirindidt, suppert fir &tetrasy! tenselidatidn of -~
multilat-rhl tradinyy syst~m an¥l &¥Fn§~ of ten-phelifration, te di-ntien jdst & Fw.
T j~Mi~r with a grewing U.S. awaf~ri~ss { #~ impertant~ of #~ Brazhian®~tyneymy
ald syti~ty, ®is telnmen prrsp-stiv~®asnabi~d sdr ged~rinvi-nts ty d~F~lip b $=ry
sptidl F-lationdhip, senfrni~d by #~ fast ®at Brazit'is list~d aming # 10 U.S.
strat~git partfi-rs. ! ¢
Brazil is surf~ntly #~ 11 mark<t fyr U.S. predutts. T~ Unit~d Stat~s is #i~
main individual trading partfi~r and fif$gn in¥~str in Brazil. T~ stetk o U.S. in-
$-~stui~nts in ¥~ Brazitian®*~tynemy ateunts te US $ 40 billisn, st~atir #'an Anf-r-
itan in¥~stoi-nts in any 1#-~4Y4oisrging mark't, intiuding Gbina, Russia, India v
t~$~n M-~xits. Brazil is sdrf-ntly i~ of ®~ &w teuntri~s with wWeil #~ Unitid
Stat~s bas ‘a trad~ surplus, F~t4tting Brazil’s Wl - &-art~d &-ditatien ts trads
opni~ss and liB-ralizatien. T~ U.S. trad~ surplus Wi Brazil +~a#ti~d US$ 5 hil-
Sen in 1998, M~ fyurd larj~st in #~ werld, and was fi~arly US$ 1.5 hillien in 1999.
D-~spit~ #~ impirtani~ ¢ #~§>~tendmis ti-s, Brazil is uné-rrat~d in %~ Unit~d
Stat~s. I am sinfi&nt ®at #~ mii< Brazil is studi~d &t~ and #F~ mei~ #~ US.
Cengtss is in¥erni~d ahsut U.S. Stakss in Brazil, 8~ mf~ &~tisien-tnalkk~rs will
t~hrn te dif~i~htiat~ a thuntry wWeil, Wit~ fating S~rieds ®altnf-s, is making
st~ady bregt~ss ¢n #i~ ridd tewards*~tenemit and setial §~F~lipni-nt,~nt-ring @i~
f~w #ntdry as dn imp:r%ant blaj~r in 4 H**mis&i‘*‘i" and ¢n ¥~ wirid sta 3 T~
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Wistery of sur teuntry bas B&n mark~d net enly by paé~vul f~latiens wilh sur
f~ighbers, but alse by sur traditien of tuitdral div~rsity and tet~ranit, as w-li'as
an tmpt-ssiv~ frnMant Fer*~tenentis growit, ¢

R~i~nt &~F~Lipni-ntsb&é~ d~thenstrat-d #~ gi-at pet-ntial fir impred~d teefra-
tien K~twén Brazil and %~ Unit'd Stat~s. OF<r 8~ \hst @' mend§, twe Snper-
taht &~tisiensbad~ Bin mad~ by sur ge¥~rnni-nts. First, w~bad-'a #55~d to'instifu-
tienaliz~ o8 F-lationdt ip hy*~stahii in:g a frant~werk for $~gular ni*'*tings YW &~nier
fif~ign fitials, Tis will %’*nd te % yur bilat~rdl F-latiqrrdip frem #F~ Hrsenhl
ihslinatiyns of -~ §-nier ofitials'in oFiks, making ged~rnrfi~ntal sehtatts mef~ hi~-
dittaht~ ‘and F~gular. 8-tnd, Brazi! and #i~ U: S bad~ t~altid a bistetit and
mu-seught agri~ni~nt a\lswing fir #~ partitipatien o Ani-ritan tsmpaniis in %~
spai~ \duni attivitzs at i~ A'?:—&'it%rah laun# sit~.'Te4s t:nstitui‘*s'a hi~akit r.b u
'n ¥~ Brazilian path tewards bt t~®nelegital presi-ss‘and temni-rtial temf-~ti-
{i$~rr~ss in §~¥-ral i b ty so,}*nisﬁitaf:‘d tin g_l'u 'tal‘gttqrs. It alse und-rstef-s 8~
frnwing mutual trust-B~twi-n qur t:untl"r*s in‘i‘r‘* af-as' o §-nsitt¥~ and adivani~d

~®ney giss.

e Uﬁiﬁ*d Stat-~s®has alss Fn $ry suppsrti¥~ of Brazil in sur®~ferts te saf~-

ard and tenselidat~ sur prigram of masri~sinemit'stabilizativit, adlingteh teek
#}* t~ad aming #~ industridiiz~d tyuntri~d ir' shpperting #~ dghé~nint sigi-a'by
Brazil and #~-IMF. Tais was a ¥~1y impertant s!:) {in tinselidating*~tynemit sta-
hility in Brazil, a\# sugh v~ af~ still sin#-rii~d with #~‘Yuff~nt “velatdity” o R~
int~rnatisnal finantibl “mark-ts. T~ Btazilian ge¥~rnnt-nt tentind<s te suppert a
mef~ tentinueus and 8§~ menitering and as§~sSni~nt of #4 natut~ ahd mebility
of ' orb-tarm tapital, as'W-ll ds mbiitimt~ral®~Firts aini~8 at impreving 8~ tabatity
{f natisnal g¥~rnui-nts and muitilat-ral institutiens te f1#~§%~ ahd pF~¥-nt finan-
tal srifmg S 1i%d a mef~ stabt~, transpai-nt an¥ pf-Hittaht~ int~rnatisnal finan-
tial strustuf~, as #F~ Brazilian Pi~sid~nt F~rnands H-nriqi~ Cardess #~nark~d in
a ni*~ting in Flef-ni~ last Ne#~mh-r wilh Pf-sid-nts Clinten anti D’At~ma, and
Priui~ Minist-rs Blair, Jispin d¢nd S#r &-r. ¢

Notwilh standing #i~5ki~~nt F~latins B~twn Brazil and 8~ U.S., senf~ imper-
tant' #alt~nj~s |~ di~ad. T~y ari§~ ‘net frem intempatibt~ weridvi~ws! vald=s ‘or
printipt=s, bat frem tintt~E~ and naturally di¥~rgnt int~f-sts. T~ mest>~vid-nt*~%-
ampt~ i.shn ow te Fost~} hilat-ral trads, surfntly Wl B-lew @f’* pq_E*ntiak of @ twe
largst>~tehemis'of #~ Anf-ritas. $~¥-ral of ¥~ mest domp-titi¥~ Brazitian predt
utts, sult'al st&~1S~hanel, sugar, d s, tktit~s, ofang? jui~, tehasty, and niht,
fat~ sinsidrabi~ trad~ barri~rs in #< U.S. mark~t, int#tuding tari¥ p8ks, F-talia-
tery #hi~ats, antidumping and teunt-rvailing ni~asuf~s, quitas, saP~guards, vii-
uhtary festrittion agh=ni-nts,' f-stristi?~ t-#nital nirms, sanitary ahd
Phytesanitary nidasuf~s and intf-asing deni~stit subsidi~s. Mef~e¥=r, laber stand-
ards ‘and*~nvirenui-ntal tensid-ratiens méy B~ us~d te $~gitimiz~ disgui§~¥ prof-s-
tisnist ni~asuf-s against>~kperts reth @~¥-~liping teuntti-~s: - !

Studi~s turf~ntly H~ing satri~d dut he# in Bradii and by #~ Brazilian Emhassy

Tia  adingten inditat~ #at U.S. trad'barri~rs signifitantly aff~tt as many as 80
majer Brazidan®~xpert predutts. T8~ barri~rs gi-a ling way tewards*~xplaining
#~ Unhalani~d hilatlral tlad~ flews o¥~r %~ past W~tad~-D-spit! i~ fatt Mat #i=
U.S.5~tansmy is +p~n te mest imbertd, ®aving #i~ larjst trad~ &~itit in #F~ world,
many o Brazil’s tnest itnpertant>~kpert predutts fa¥~ insurmeuntabt~ trad~ barti~rs
W at §85~F-ly limit, s~ pt~Fnt, #~ir*ntry inty #~ Ani~fisan markst,

Brazil ®as f~it~rt~d its tyni~rns abeut pret~ttienist pfssuf~s in #i~ Unit~d
Stat<s and, sp~tifitally, ahedt ni~asuf~$ agaihst Brazilian *~xperts. R~t~nt anti-
dumping and anti-subsidi~s' ni~asuf~s ®a¥~-Hsn arbitrarily appgii~d against Bra-
zilian st¥ predutts, wih sut any genuoift~*~vid=ni~ of impref-r prattii~s T~ tsn-
tind~d~xist~nt~ of su nén-tariff mopert barri=rs is het tendist-nt wi tif‘* imphr-
tani~ Wat @~ Adt~ritan Ge$~rnpint faims te git~ te'its'Flationdhip with Bradil,
ner with #~ stat~d gal of B: tuntri=s te inéfag~ bliat-ral traf~*~x#anj-s.

-

BRAZIL'S VE S OF THE HEMISPHERE

= ~strrn H-misgti~F~S<nt~rs 8~ 21st ntury with a fi~w~tynemit g~ograghy.
For all prastital purpe§=s, in®~tynemit and finangial t~rms, it is ‘alf~ady f-ri~ij~d
by %~ busirt~ss tsmmbnity as Biny temped~d of @4~ diF~t-nt groups o teuntri=s:
Nor# Anf-rita, G-ntral Ani-risa and %~ Carih¥~an, and Seu oiritd. I Wwill ten-
t~htrat~ mest of my F~marks en #at last of ®e§~ MES~ df-as, whilh is 8~ SAst
knewn in #~ Unit~d Stat~s. ! ot
vday M~ seuntriss of Seulh Ani-rita af~*~ngajd in an®sxtrasrdinary me¥~ te-
warlls int~gratin. Tois' me$~ is F~dbaping #~~tenemi~s of #~ Fgion in F~dy visi-
hi~ and pavi~rfdl ways,*~¥{n #udh its varieus mariFsstatiens may dttasinally ap-
Prar ty B Sp:ﬂt&ﬁ":us and unt‘: :rdinai‘d. R:u}u ly 340 mi‘ﬁi:n }i*:p‘i* 1ivd in Squ
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Anf~rita, j~ii~rating a GDP of absut US$ 1.5 trillien, making 8~ F~gien a fast-grew-
ing &~stinatien for mé~rnatisnal trad~ and in$~stut=nt. - - ! -
reugheut mist of Seutet Anft-rita, f~giinal inf:~gratio_nh‘as atquit~d gt~at imp-~-
tus sidi~ #~~arly 19908, di~ in larg~ part to #~ tinseidation of d~motratit insti-
tutins and M~ adiptien of tent-remg pelitis in #i~ hi~as 4y eenemis dissiplin~
and'trad~ \iB-ralizdtisd. DifF~F~nt sub=F~gisnal ni~®anisms—sp~tially M-rtysui—
play a B~y re~ in priViding a frani~werk+ir advanting int~gratien, but #~ ptié-ss
may alse B+t freth a §ri~s of appdf-ntly unf~lat~¢ hilat=ral initiati¥~s. In Yait,
o~ of W~ most sighifitant asfYts o #~ turfnt tFnd in Seulh Ant-rita®as Fn
#i~ dif~n glihing 17 attual ghysisalinfrastrustuf~ links ~sptially in®~fi~rgy, trans-
pertatisn-and t~~tymmunitatisns. Conv~ré~ly, #i~ t~gien is §~Fsufitint mo~fi-rgy
ahd its' abundant il, gas, teal and Wat~r F~seuri~s ba$~ all Btent~ pi~tisus tem-
maditi~s #at af~ Houmd te>%pand trad~ furdi‘r wilhin and B~yedd Seult Ani~rita.
T & impre$~d infrdstrusthif~ fatilitating intF~ad~d trad~ Asyws, #~ natiens o Seu
Anf-rita af~ B~tsming intf~asingly int~rtenii~tf~d. As fi~5~t B~fof~, natiinai'herbtrs
bring fi~ighers tef~®-r inst~ad of §~pardting #i-m. ! ! !
In-sud-aubpiti}ns tirtumstanils, and in #F~ spirit +f frinddbip aming r'lf*ibbqrs,
Brazilian Pi~sid~ht F~rnands H-nriqi~ Cardess bas'@~tid~d te briny tv j~RF-r Wi~
H-~ads of Stat~ of @~ tf~19~ ‘Seuth Ani-ritan %suntri<s for a diStussiem $n temmen
t<né~avirs and thatt~rs of mutdal int~f-st. Toid Seudt Abi-ritan Surimit, a ®ister-
ital firdt, will tak~ plai~in Bras[lia, 1n August 31st and S~pt~mB-r 1st, 2000. T~
ajnda will intlud~ ynly a Fwiss-ntidl it~nrs, ss Wat #~ ni*~ting tan B~ as fitus~d
and attien-eri~nt~d hs pissibi~: (a) -~ sti*ngh‘*ning of &moeirasy, (b) ﬁ?*“‘xpan-
sisn of thads, (¥) impreving infrastrustuf~ in *gratio,n,‘(d) drig traffitking and #-~-
\ab~d'irini~s, and #+) stt~ni< and t~#nelegy. - ¢ - -
T~ tountriss of Seulh Api~rita hf~mei~ #an émgra}*:y and Wistery. Tei~y
af~ témmen vali~s and a temmitotnt te'build a F~ttr futuf~ for sud #itiz-ns,
#riu i~ Yansilidation of &~netratis institutions, sustaif~d*~tinehit' grow and
Wi~{struggts th oSrtend ditial idjustit~. T~y Knew #at by werkihg to g8~ #i~y
tan®~rlb emt~ #6~ir individudl and te}$~ttiv~ ahiliti~8 te attain # ¢§~ genis! T~y knew
at te jﬁ“’*r th'hy stand a B~tt~r Want~ of ahi*viﬂg a suti~dsful- Int~gratiin irts
i~ sibaliz~d*~tinimy. ¢ - - ¢ ¢
~Brasiiia shoimit will previd~ #i- Prrf~4t yppertunity fir an in-é~p# distus-
siin on M~ futuf~ of Seuth Adirita. T~ f~gieh, ab a Wt B ouid Brifit, Tois
is‘pattitularly tri~ B-taus~ 8~ pt-sid-nts wit Yook inte spliial n¥~asuf~s, wi -
hatking of multilat~ral finantial institutiens. Hif~fully’ #is nié~ting will alss pre-
vid~ a tt'ar read map fir 8-~ futut~ of F~ghinal idt~gration. - ot
Brazil appfi~tiat~s ®i fast #at @~ US! god~rnmi-nt®as takn a $-ry tenstrus-
ti¥~ visw on #his summit nié~ting, and®as nmdd~ publit its suppert For ¥~ Brazilian
initiati¥~.* - v
is is an®ssf~tially premising mentnt, rid in s pertuniti=s for fei~ign ins-
ters. In erésr for Antritah-nti<piti~urs te mak- ‘Ef‘*‘ mst eut § it & ei~Fr, a
$iry imprtant ‘qd~stien must B~ addi~s§~d' #~ urjgnt #%d'fer pelitythakrs in
is teuntry te t~ar déwn #F~ $~ii of wern-eut Hili<s abeut - F~gien. It is &i
tint~ Ar d~tisiyn-malk¥rs Fyond # &~ Wo o frtus on “Hispanis” tynstitdntis, and
for andlysts BYyond # e§~ vty sp~dlaliz~ ih Wi~ Fgien, te Faliz~#at, s ind~d,
f~f~ af~ majer 'difF~Fi~s Bitwin individual teuntriss'soutt o %~ Ris Grané-.
T &-n it tsf~s te Latin Anf-risa, it is net undsual for #e§~ % us Wb i werk in
Wi~ #~gion to' B~ terdrent~d in 8~ Unit~d Stat~s by a t~dé&-nty te'ati~pt ahd dpi-ad
simplisttt §li-ralizattens, as if #i~y W~F~ simply temmen wistem. All tes ot=n,
pribi~ms #at aff~tt ahy o~ teuntry (sr a giv~n gréup o teuntriss) ai~ f4itic-d
as“F~giina)” and*~xtrapsldt~d deterdingly. - -0 e
Just th oi~ntiin a Fwixampi~s! if @~ arni~d firé~s de net Foad~ as #i~y douid
in a partitular tiuntry, sudé-nly #~ #est o military P~gihi~s is vi~v~d asbatint-
ing i~ f~givn aghin; if majer pelitisal Mhngts ssp anqﬁ*r teuntry, sudé=nly #~
dangrs of g:,pu‘lism #i~atin th oF-rtalk~ #~ Wi~ F~gien; i drugs af~ a mathr
of iF~ an'd da®h in seni~ tounttils, 8~ sani~ is dintIW @&oi~d-trd~ fir all #-
{fi~rs tyuntri~s in 4 F~gidn; i ®-S~tenemit eutid ok abp-ars $+ss ®an Promising
i~ deantry, #~ a#bi~dnisnts of @ last d~ta¥s af~ at immifdnt risk'$~¥-ry=
WAL i Popts af~ sent~what ‘disappsint~d wi #~ p~rfermani~ of @~moirat-
itally:~t~tt~d ged-rnni-nts} sudé~nly #i~H is talk o a widshi~ad “@motraty-fa-
tigd~”, and se vh, §~mingly with sut>~nd. ' ¢
It isidh fidis for a F<db appriadh, oi~ ®at fully takss inty attyunt #~ varisus
sub-F~giins and %~ individual #haratdsristits of teuntriss wiin' @-~m. Unfirto-
nat~ly; Syulh Ant-rita, as an Ant-ritan tengtsstnat®lyqi=ntly put it seni~ mendhs
agy in a inghssiynal@i~aring yn U.S. feflsign polity: “id simply nitWa  ‘adbingten’s
radar stt¥n®, - to- A - !
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Tyy bad for 8~ F~gien, syni~ may argi~. But #is alsy tenstitub~s a mis§~d spper-
tunity for #~ Unit~d Stats, siné~*~tsnemit presp-rity, sdstair~d grew and'plit-
ital staBility in @~ we ot~ H-mispti~f Ysintid~' wilh Ani-rita’s natitha! int~f~st. A
lig adh ingten Pprsphtit~ on Seuth Aldi-rita is Ling o¥~rdd-~, and'its natural ter-
dlary wudht te'B~ a f~w and' tyudpi&-nsid~ way 4 -Minking abhsut, Brazil. Gitsn
fts sentir~ntal' dini~nsisns and i~ sti-ngh o its*4enemy, Brazl dbeuid B~ §4n
as b:‘ Hi~tn girt~ fir g‘vr:w and a magfi~t u“:r -"c‘i’*ién {n¥-stni~nt in S:u&\ Apf-r-
ita. - - - -

Aming #~ ssuntri~s o ¥~ world, Brazil ranks /% in pepulatien and sit~. F~w
Anf~ritans talls~ #®at it is largr #an #~ sentit-ntal Unit~q Stat~s. It alss &as
ot~ of ¥~ B0 largestS~tinimi<s of @~ werld—ranking in*~ig#%, nin# o tnie
platd, d&~p-nding »n #~ shuri~ andl tritrid us~d. Mef~yé~r, Brazil is #~ st in-
dustrializ~d andYenemitdlly ditrsifi~d tsuntry in #f~ Syulti~rn H-misgti~F~.

Brazil Was®njiiid ‘Frat~ wilt its fi~ighers For oir 190 jrars, and dbat~s wilh
#i~ Unit~d Stat-5 #~ W~st~rn vald~s #at af~ at' @' $~ry sof~ of he# natiens: F5~-
dem, justit~, @~motraty, tet~rant~ and 8~ rui~ of law. Brabil i$ a Yasially ‘ands~#-
nitally dit~r§~ and int~ grét~d tountry,*~nrilti~d by #~ tentributiens of Fepts frem
Ssfry torfier of i~ wortdh >~ df- k&-nly awaf~ ®at s is M~ %-nfral fatuf-'F
eur natler o of, i~ mbjer seurt~ of sur sti~nglh. Brazilbas a §n§~ of natienal put-

o8~ and a Visien of a B-tblr futdi Whilh W~ af~ striving te F~al seeiir ragf‘*r

Yan \at~r. ¢ - ! «

It is trutial #at #F~ Unit~d Stat~s &~al wilh Brazil sn its swn ni-rits wilhin #i~
f<gien, in a diff~t-ntiat~d way. Our hilat~ral f~latiehs mudt F~E~tt #i~ F-latid-
Weight of sur twe teuntri-s. !

.Br‘azif i§ t~ady t‘: tak~ (n i~ i*sp:nsibilit'r*s #at arig~ i“r:m its imp:rtan% in

P I“gl‘pn.

O BRAZIL AND THE US CAN ORK TOGETHER IN ADDRESSING THE CHALLENGES OF
THE HEMISPHERE

During #~ last é~tad~ or so, 8~ H-misi~i~ bas witfi~s§~d unpf-i~d-ni-d

ang s - mistly fir 5~ B~ttr. Mis is trd-~ in %~ Nord, wei~f~ #i~ vutstanding®~ts-
nymit frfirmant~ o -~ Unit~d Stat~sbas put te' F~st any pessikts dqua:'s ahydt
Abi~ritan pfé~mif~di~ o #~ world staf~. It is alse tri~ in #~ Seuld! Wi~F~ §~-
mytraty is new virtually unit-rshl and>~tsnemit disarray and inflatisn ®at~ #iv~n
Wéy te stability and a string dri¥~ tewards'int~gratien. ! -

o~t'many §-rigus prebfsms fmaih ty B~ selé~d i i~ H-misgti~F~~tenomis, pe-
lit’l and*~sp~dally shtial prebi~ms. But olr f~gien is en 8~ med~, ih R~ riglt
dif~ttien, and will t~rtainly ;“Iﬁ‘ii stronger aft~t s$~rYeming olr turfnt #mi-
t~ngs' As sustaifi~d*~tenimit gre itks-up and tolintri's in-#¥ #~gisn tentind~
te tmiki~ #~ir FsP~itids probi~nds wi£| st-at~r tynfdd-ni~ and a F~ii'd né- oF
#gienal silidarity, M~ sinditiens af~ new in plat~ fir an®<ra of a@i~$<ni-nt and
prisf-rity; duringvxk-i*: S$etial Yustit~ tah at Ling last B~ attaifi~8.

razil and #~-Unit~d Stai~s dhaf~ #~ fun'demi-ntal vait~s #at must B~ at #~

$~ry tei~ of any ni~aningul int~gratisn prei~ss in #~ H~misgti~F~: &~miraty, pre-
matiert o uman rights, pref-stien o ®i~Shvirennint and i ting agailst pev-rty,
didtrimihatisn and-irganif~d #fint! in #~ir hany firms. Brazic and #~ Unit~d
Stat~s af~ vital plajrs as @i~ H~misgti~F~ tentind~s'te meé~ firward in 8~ int~-
gration pre¥sss #at willlh sf~fully previd~ #i~‘hasis far d futuif~ & pregh-ss and sus-
taifi~H grolvlh for all teunt¥i~s in @~ F~gion. ! vt

Twy '8~ blsit tfts of suld an~nd~avir af~ #~ tinsilidation of &~motratit
instithttens ®reugdh yut #i~F-gien and #i- (i@t against ryaniz~d wlinil. !

Dmitraty is' #@~'$~ry teritdsteri~ of i~ positiv~ @hr~s W~ bad~ §%n in #-~
H-misi~f~ in f~i~nt $~ard and it tedselidatidn must B~ at #~ tep of i~ F~gienal
ajnda. Syni~tini~s #is may provs Ma‘fr}nginé, hut v~ must all §= b it #at firm
E'ﬂitital sﬁppqrt from eur teuntriss is #adily availabt~ wWlb~fi~F~r t~ is a f~al

\~at te @~ B~medrati ord'r in -~ F~gien. In visw of seni~ F~#-nt>~$-nts, Brazil
and %~ ‘Unit~d Stht~slbab~ o/tn tinsulbd~aly (Mi~r'on Wis issi~ and #~ F~suits

a¥~ Bin $~ry positit~. Subt sendultatiens af~ Hrfi~Atial te #F~ stFngMi~ning of
d~myiraty #roudtut #-~ F~gien'and odid tentind-~. ¢ - -t

Organiz~d i~ ~sp~tially ‘drug trafitkin'g and f~lat~d trint~s, bas B-~tent~ a
transnatisnal gF~nent~nen ®at di~s net Fsp~tt pelitital «r meral heundari's. Ty
intf~ag~ dur LiE~Yed of suti~ss in # At agaidst it, W~ mbst all stri$~ ty int
tfa§~ f~gienal ssefratlen and sserdinatien, intfuding infermatiyn dharing. Te's is
$~t ansl~t af~a'in wWhilh Brazi!‘and #i Unit~d Stat~s ba$~ that ty min frem
maintaining 1f~n #~ Mani~ls of temmunitatien and tarrying sut a sentimueus ahd
frank dial: s, ¢ ! - ! ! !
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Again, #i~f~ may B~ tint~s Wl~n sur visws de net fi~issarily siintid~, but ®is

vnid B~ §%n as an®~xtra int=nti$ foir eur twe deuntri=s te tenSult e~y and
§4k a Btt~r und-rstanding of sur F-sitit~ positions. Ct '

Braziilas alwaysbad ar dnwad-ring tymmifoi~rt te F~gienal int~gratien and®as
B¥n an atti$~ plagr in #~ inging A~tiatiens aint~d at #i~S~stablidnint of a
Fis~ Trad~ Af~a of @~ Ani~rites (FTAA)! T8~ Brazilian Ge$~rnni-nt b assnga'id
in M~ Ii’~ggtiati\ns inS~arfi~st sint~ M~ $~r ink~ptien o i~ initiati¥~ arrd v~
daf~ @i~ wi! to &b~ #-m suti-ssfully sentluded in 2005, *

In %~ nifi~ fgtiating groups hatia&* Bi-nS~stahlidti~d fir ¥~ FTAA proi-ss,
v~ ad~ Wo_rl%*dﬁ‘ard te-ntHt #i~ ®altnj~s and albi~F~ i~ wal o baving d pi~-

liminary dbaft agi"“rf'h‘nt fady fir #~ Tninist~rial nié~ting-d#idui~d fer April
2001, in Bi~nes Aif-s, as d~tidd by #~ 34 ssuntri~s o @~ G~misgti~F~ in Terents,
in Ne¥~mh-~r 1999. ¢ ' tet
Nt surprisingly, Brazil’s pasitiens in #i~§~ f~gitiations af~ dittat~d hy 8~ fi¢~d
te sé?*glariits'natignal int~t-sts. Toi~y af~ alsi-Ba§~d'sn a F~w fundant~ntal prin-
tipt~s, Wit insludt F~tiprytity, d~tisisn-making by #in§-nsus, a singt~ und-r-
taking (i5>. ne#ing is agh*~d until>~Frying is agh*~d)'and mark-t atiss fir ail
S~tters. T8 1§ af~-#i~ printipt~s appred~d hy #~ H-ads of Stat~ of ¥~ Ani~titas.

Blazil B{i~%~s dhat i #~ FTAA is 't B~teni~ a f-ality’ it is inif-rati¢~ #at it
B~ prri~iv~d as a twe-way stié~t by all ‘%~ dyantri-s o @ "*mislg‘*i’*, larg~ and
small, &~FLef~d and'‘@~FLeping (E=. git~ sent, talk~ sehi~, so WMat allsniri~H-tisr
off at Wi~t~rld of B~ day). Telis'm st -~ a Win-win fi~getiati¢n. A win-le§~ apprea
Would ni~an #\ Kiss of &~alt Foir @~ dF~am of a F5 ithé~ af-a ranginé “from Alas-
kd ty Tirra &~ Fig~gid”. ! ¢ R

~ FTAA and M<ftysul b yuid maintain distinst, mutually suppertis= dynamits,

as®bas Hi~n #~ tad~ s far. On M~ i~ and, M~rtisul bas Bin §tingMi~1i~d by
its partitipatien, as a lnit, in #~ distussisns sn #~ FTAA. On i~ i~ Band,
prgh~ss t:wal’ds #i~ FTAA ®as Bén aid~d by‘M‘*rh‘suk’s &:ntributi:ﬂs and pry-
pesals.

H~misgi~rit int~gratisn must net B-~tini~ a @-stabilizing fatter for natienal
S~tynemiss, di~ te*~xtssi¥~ and sud@-n*~xpisui-~ ts i~w and intf~add His o for-
S~ign %emptitin! Gradualism and #-sp~it f} distititi$~ natienal tendjtisns af~ tive
fundafi-ntal grintipt~s ®at must guid~ fgetiatiens. T~ fitai~ 4 # FTAA &4

Pp~nds n jts tapatity te oFr balemi~d fsiits, With S~qual B~rfivits for all. R~ti-
protity is #~ nani~ of M= gani~. That is Wy vi~® 5~ te %~ tenit~t~ ahd substan-
tiel advani~s teni~rhing sar &~mands for imprev~d atilss te ulibky prot~st~d §-¢-
ters of @~ U.S'~tynonry.! Progiss must B~ aMi~i~d net oky by t~dubing tarifs,
bt dise by tatklidg ‘&f‘* urgnt and fundani-ntal qi-~stish o nen-tariff barri-rs,
su# as'anti-dumpimy duti~s, suhsidi~s and qustas. U

T~ riad tading t %~ tt-atin o @~ FTAA is net §~t 5 from ehstaitss, é-
spit~ WL y$rall j‘ndil"r‘ $~1 o tethmitoint in #~ $~ #ien to mak~ it smeel and
sutt~ssful' By 2003, Brazii and, # Unit~d Stat~s will-t}-#kir %~ Trads N-gti-
ating Committs~ of %~ FTAA. T8~ tws tountri~s will pkaira &~tisi¥~ ref~ in te eidi-
nating #~ fi~gtidtion prei~ss as #i~y jéintly tak~ ¢F~r #i~ sté~ring W4l dliving
wWeat willly :fr’(\lkly B~ #i-final g i idj :urr'r*y. - -

CONCLUSION: STRATEGIC PARTNERS IN THE REGION

In #is §~t-te-B-prip-riy-nant~d “prst told wars~ra,” W~ af~ witﬁ*ssing a gi-at
&-al of &-hat~ in M~ Unit~s Stat~s ¢i #~'@finitien of “natienal ink~F~st? Distus-
sisns‘af~ Bring &-1d within, aming' and sutsid~ FeFrnoints, majer publitatisns

d¥~ o ri~d #Fir pajes te fstr'leis dhdi~ and #'~ issi~bas alse Htent~ an fm-
pertadt tepit in @~ tarfnt pi-sid-ntial tampaign. ¢ !

‘Opinisds may vary, but®~¥~ryefi~ §%ms ts a'%"’* ®at ¥~ mnint is rip~ for a
- adissoint of What deaid B~ sensid~p~d Wi~ “natisnal int~i~st”. Uné-ri¥ing

is prepesition is & wid~spihd F~segriitien #at #i~ pfvibus d~Anitien is ne Lenger
Suitabtrk‘ [} [} [ [} [} [} « O

T byis Mat se?

I wiuld $~ntuf~ te say ®at it is B~taus~ ¥~ surf~nt &~initien is bag~d tes l-~av-
ily sn‘“natisnal §~tdrity” sensidsratisns, Wwoith ni~ans #at U.S! prieritisg afd é~~r-
mirt~d primbrily by risks ahd #i-atd, ralti~r ®an by sppertuniti~s! In o i~r werds,
sent~ tountri~s af~ plai~d at %~ tep of #i~ U.S. fif~igh affairs aj~nda B~taus~ Wi~y
af~ fr¥id~d te pe§~ a dif~st #i~dt t} U.S. natiedal &surity int~F-sts.

For #~ ynly Sup~rpevi-r in #i~ #qb‘ak at-na, it is natural #®at su#® natienal §~tu-
rity'ississ' #~main ¥~y 4igh on ®4 agnda, but -~ b euid alse B~ redm at #-
tep for ofi~r kinds of tensm~rhtiens. Ot~ way o albi~ving #is wiuld 54'hy hread-

S~hing e~ teni~pt of “§leurity” té*~ntempass nit enly d~Fns~ matt-rs but als¢Sv-
Ssrylring froln #~Y%inemy te #-Snvitenoint, fredn trads te immigration.
£ YR L I ! grat
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An #i~r way, & ¢vi~F~r, would B~ te plai~ a Widi~r prierity ¢n nen-§~sarity na-
tienal ink~fsts, m'yF~ in Lk with #¢ alanjhs braudht aBeut by giibalizatien and
~ infirmatien #~velutien. - ¢ ! - ! !
= hdvant‘ag; o‘hasing pelitt~s «n a briadsr tyni~ptisn of ®~ natienal ink~i-st,
as 1ppe&d te B~'senit~wrat ‘mef~ Agativ! teni~Pt of ndtichal §~surity int~f~st, is
tspltially®~vidnt in' t~rms of U.‘S‘-Suﬁv Ani~tita F~idtiens.
F~F~ af~ ny immift~nt wlilitary ¥i-ats eriginating ih Seulh Antrita. Te~i~ af~,
& ovi~$-r, vital Ani-ritan int~fsts at staf~=~sp~tmuily il t~rms o in¥~stoints,
traé~ and finant~—and #~ gral of sté~ngMi-ning F-latiens with %~ Yeuntri~s of #i-
Fagion &§-ri-s all i~ att-ntiin it tan gt - ! ¢ !
v - ‘uy Brazil? Hew di~s Brazil it in #is pittuf~? Seni~ basit fatts and figuf~s tan
F~Mi~lpful in ansW-rin'y #~§~ qi=stisns. ¢ -
In t~rms o GDP, Brazil is larj~r ®an Russia and India tsmbirft~d. Using #~ pur-
asing pew~r parity seni~pt, Brazi’s GDP in 1999 was ‘ahsut US$ 1.4 trillien,
it t~pi§-nts a P~r thpita inteni~ o US$ 6,350. ! !

Anf~ritan tympani~s, quitk ty faliss Wei~f~ 8~ most premising eppertuniti~s af-,
inf~st far me¥~ in Brazil #an'in Obina, Russia, Inflia +r%~%n Mixits. OF %~ 500
larg~st U.S. ‘&:mpani’*s list~d in F:rtur‘r* magazifts, ab:ﬁt 420 turt-ntly :fr*ra%* in
Brazil. -

As fir trad~, %~ Unit~d Stat~s*xperts mef~ te Brazil #an te Obina, Russia or
India 4nd Brazil bas Bén id-ntifi~d By %~ ‘U.S.'Comni~ri~ D~partnint as e~ $¢
#i~ tn “strat~git partii~rs” o 8~ Unit~d Stat~s in #is fi~w ¥~ntury. ot

Brazil is_als¢ f~ady fyr #% “G~w~tynemy.” Absut 7 millien F~ept~ in Brazil ®ad~
até~ss te Wi~ Int~ri~t! Whilh plai~s' us in 78 plai~ willdwid~ (ait~r #~ US,,
Japan, #-~ Unit~d Kingdem, Canada, G~rmany and Austraiia). Brazil is a\f~ady #~
#ird larjst purtasing'markt fir Amazen.tsm. Teday, absut 80% of 8~5~2tym-
pi~ri~ in Latin Ani-ritads tent-ntrat~d in Brazil. T4 numb~¢ of fi~w Brazilian sub-
strifi~rs te ISPs is grewing®xpeintially, at ot~ o 8~ i<t rat~s in @~ werid.

For all # 4§~ F~asynb, Brazii—as a strat~git part¥~r—is & natural # it~ for idslu-
sion'in M~ b ort list' of U.S. fef~ign pelity prieritiss. ¢t

‘e~ traditishal U.S. fif~igh pefity @inking in t~rms o %~ “Big Ori~s”, Wil b as
pi~virusly B¥n ba§~d primarily' «n natisnai-§~surity sénsid~ratirns, % suld new B~
broad~fi~d ts intlud~ Brazil fir +asens at af~ ha§~d in ppertdniti~s, rati~r' ®an

t-ats, sn U.S. natienal int'f~sts, rati~r ®an on intirnbtichal §~turity seni~rns.

Brazil ‘and #~ Unit~d Stat~s af~ %~ twe mejer seuntrids of #is Hmisghi~i-.

i~y daf~ M~ @sif~, and M~ temmitpi~nt! te &4~ WisSntif~'F~gien presp~r and
tinselidat~ its &~motratis institutlyns. T~y ddi~ a visien o a tentnien futaf~ wi
FA-Y ift~quiti~s an¥l mef~ setial jhstib~ for all #~ Fopiss' of B Adiritas, Nordy
and Syulh. T~y daf~ & &trminatien te' §5~ Mis Hrhisghii~ #5~ from drug tras
ﬁtkin‘g‘r and #F~r firms of srganiz~d transnatisnal trint~. T~y tan an'd must- werk
toj~lir in drd-r te' advah#d qur dhai~d geals. !

Gt~ f~sp~Ytit~ nhtienal inti~sts of Brabil and 8~ U.S. may net, always_teintid~—
Sxf~n ®ough mef~ otn Man net By de—and it is enly natural #at as #ir hilat-
taral Fldtitndy ib Beenk=s Imf‘“hmpf"kf‘\nsiv.“ and nlef~ semph~x f+~w prebt~ms and
sttasional ‘difF~t~ni~4 of opinien thay arig~. ot !
U Partfi~rs do net fi~#sdarily'aght~ in*~~ryMing. T~ impertant #®ing is te ink~n-
sify ®i~ir bilatrhl dialegi~, BS~ping it +§~n and straigh tferward, Wit~ d-alihg wilt
sttasional diff~f~ni~s # spinien in-a tinstrustis~, & oi~st and transpat-nt fadbien,
v as ty aveid #~ pitéalis 4f a past Mathas oBn B, in 8~ werds of Conghssmhn
David Bendyr, “mei~ patrenizing #an f~sf~dteul.” ! ot

Tei~ Brazii-U.S! f~latichdhip is se bread, se§~ and rif~ wilh peb-ntial fir addi-
tienal grewih #at it is ¢nly natural ®dt it db'yuid asquit~ an impirtani~ Mat gi~s
BFyendwhat is ri~fly #4 giinal. N ¢ -

I o~ tensid~rs “b~gional temp-titien” in #~ narrew §-nd~ of #~ t~rm, as in a
“t~ro'sum ‘gant~” I wrdld net'®-sitat® te say #at #is is net bn apprepriat~ way
te &"s&rik‘h%‘* Flatieds B~twin sur twe Yeuntri=s. ! !

Partii~rdbip db suld F-ally B~ 84 Ky Worlili~f~.

A f~al and*~F=btit~ partii~rdhip H~twsin Brazil and %~ Unit~d Stat~s weuld be#
§-ré~ %~ natienal int~F~sts of %~ twe teuntri~s and previds sentf~E~ Bri~fits te ‘all
#~ tyuntri~s ¢ 8~ Aptritad. c ! ! !

is partii~tdhip is alf~ady in #F~ making.
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Testimony Before the Subcommittee: Western Hemisphere Affairs
Committee on International Relations
U.S. House of Representatives

The U.S. and Brazil:
Strategic Partners or Regional Competitors?

July 26, 2000

By Michael May
Director
Brazil - MERCOSUL Project
Center for Strategic and International Studies
Washington, D.C.

Good morning, Mr. Chairman, and members of the Western Hemisphere Subcommittee. My
name is Michael May and I am the Director of the Brazil - MERCOSUL Project at the Center for
Strategic and International Studies (CSIS).

Before going further, I would like to recognize Brazil’s Ambassador to the United States, Rubens
Barbosa who has worked tirelessly to improve U.S.-Brazil relations. He has pursued his mission
energetically and has been quite active in working with members to develop meaningful links
with the U.S. Congress.

Mr. Chairman, I congratulate you for holding this timely hearing and encourage you and others
to make additional fora available dedicated to Brazil, Argentina, and the democratic and stable
countries of the Southern Cone. I have been dealing with Brazil professionally for twenty years
and still find that U.S. relations with Brazil are somewhat of an enigma. Few other countries with
the strategic size and economic and commercial potential are as ignored by U.S. policy makers
and the congress as is Brazil. Surprisingly, this is even apparent within this hemisphere. While
attention should rightly be focused on problem areas in the region such as Colombia, Peru, and
Cuba, the U.S.-Brazil relationship should not suffer from benign neglect.

CSIS’ Congressional Outreach

With the support of some of your colleagues, CSIS has developed the Brazil - MERCOSUL
Congressional Study Group (CSG). The goal of the 19-member CSG is to be a resource for the
congress by expanding its knowledge and focus on this increasingly important region for the
U.S. Representatives Archer, Bono, Chambliss, Davis, Delahunt, Dooley, Dreier, Matsui,
Menendez, Ramstad, Regula, Salmon, and Watkins and Senators Bayh, Breaux, Chafee,
DeWine, Dodd, and Graham. The late Senator Paul Coverdell was also a very active member of
the CSG. The CSG has counterpart groups in the Brazilian and Argentine congresses.

The CSG allows us to offer ongoing seminars on the Hill and to invite key congressional staff to
the region. Since November 1998, CSIS’ Congressional Study Group has sponsored four
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congressional staff visits totaling 28 staff to Brazil and MERCOSUL. These visits were the first
to any part of Latin America for the vast majority of the group. It is interesting that nearly three-
quarters of the ﬁroup had been to Taiwan and other Asian countries. This T helieve i< an
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Latin America. Most American companies have a presence theré and the area offers huge
potential for trade and investment.

Brazil is by far the largest member country of MERCOSUL, accounting for more than two-thirds
of the of the bloc’s GDP. Argentina’s percentage accounts for about 25% .

Although there has been tension ~ at times quite severe - between Brazil and Argentina
regarding trade disputes and differences in currency over the past year, both Brazil and Argentina
are working hard to resolve the trade problems. Prior to the devaluation of the real in January
1999, Brazil absorbed about one third of Argentina’s exports. Argentina now sends slightly over
twenty percent of its exports to the recovering Brazilian economy.

The currency issue is problematic. Brazil’s real floats while the Argentine peso is pegged one-to-
one with the dollar by a currency board. Brazil believes that Argentina should have a "more
realistic” currency while Argentina, still clinging to painful memories of hyper-inflation, shows
no sign of changing its policy. Thus, I believe that the currency issue will continue to cause
tension.

Despite continuing problems facing the MERCOSUL countries, the group remains very
cohesive. Chilean President Lagos recently announced that Chile plans to become a "full"
member of MERCOSUL. It is clearly in the best interest of the United States to engage
MERCOSUL. We should not be afraid nor be ignorant of this group. We should understand how
it functions and try to engage it as much as possible. The European Union’s predatory and
aggressive agricultural policy has been a major hindrance to E.U.-MERCOSUL integration.
Nevertheless, the European Union continues to aggressively pursue a free trade agreement with
MERCOSUL, while the United States remains on the sidelines.

MERCOSUL is much more than an economic unit. The bloc’s democracy clause has been
instrumental in maintaining democracy in Paraguay, for example. Brazil played a key role in the
support of democracy in Paraguay, a policy which coincided with that of the United States. The
MERCOSUL countries have also dramatically reduced tensions by reducing their militaries and
by eliminating missile and nuclear programs.

Brazil has also cooperated with the United States and Argentina in mediating the Peru-Ecuador
border conflict. It will be interesting to see how much our two countries will be able to cooperate
on Colombia.

Brazil is also active in developing strong relationships with its South American neighbors. On
September 1, President Cardoso will host a meeting (Encontro Presidencial) for the presidents of
South America’s democracies.

The Free Trade Area of the Americas (FTAA), or ALCA in Portuguese and Spanish, is projected

to be concluded in 2005. Despite public statements by the Administration and some in Congress,
without Fast-Track negotiating authority, the U.S. is perceived in the region as aloof and

3
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unconcerned. Despite the fact that U.S. negotiators have been diligently taking part in the FTAA
working-groups, the perception remains that the FTAA and especially the southern part of South
Americd are not priorities for the-United States. The next administration and congress should
cooperate to enact Fast-Track and take other strong concreté actions to show Brazil and the
MERCOSUL democracies, and the hemisphere as a whole, that we, indeed, are serious in
developing strong ties with this increasingly important region.

In this context, it is important to note that Brazil and the United States will be the final set of
FTAA co-presidents in the period immediately prior to the conclusion of the negotiations in
2005. The final outcome of these negotiations is likely to be determined by agreements - perhaps
at the last minute - between the hemisphere’s two largest economies. There will be no FTAA
unless the United States and Brazil are fully engaged in this process.

Trade and Investment Issues

The United States is Brazil’s number ong export market. This vear Brazjlshould rip a trade.
- s s ]

|

o~

1994, Brazil had a trade surplus with the United States. Brazil is the twelfth largest market for
U.S. exporters. Last year American companies continued to invest heavily in Brazil, reaching a
cumulative total of nearly $40 billion, the seventh largest investment recipient.

Despite this growing trade and investment both sides would like to see the other further open
their markets. Brazil would like increased market access for orange juice, footwear, citrus and
steel. Conversely, the U.S. would like to see Brazil work to reduce the common MERCOSUL
tariff of 14 percent, sign a tax treaty with the U.S., and address specific issues of concern to the
pharmaceutical and satellite television industries. Despite these issues, bilateral trade tensions
have declined dramatically in the past few years.
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especially meeting your Brazilian congressional colleagues. CSIS’ Congressional Study Group
would be pleased to help in this effort. In 1998, the Center sponsored the first-ever meeting
between the Inter-parliamentary Commissions of the four MERCOSUL countries and the U.S.
congress. We are anxious to arrange meetings between the CSG and its counterpart group in the
Brazilian congress as well as to continue visits by U.S. congressional staff to Brazil and begin
visits by Brazilian congressional staff to Washington.

[ would suggest that both countries investigate ways to streamline the tourist visa process to

egcourage more interaction of pur neooles. Brazil will surelv recinrocate reearding anv action
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“tourists than Brazil.

The future will bring its share of disagreements but they will be differences among friends. The
U.S. and Brazil are distinct countries with specific vital interests. Although there is agreement on
most issues, we will not agree with Brazil on everything. The important point for both countries
is that, even in disagreement, they continue to strive for a better understanding and to never lose
sight of the gtrone bond and friendshin that exist hetween the twa countries and their neonles.
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STATEMENT
o on
The U.S. and Brazil: Strategic Partners or Regional Competitors?
' before the
Western Hemisphere Subcommittee of the
House Committee on International Relations
for the
U.S. Section of the Brazil-U.S. Business Council
by
Mark Smith

Good afternoon, my name is Mark Smith and I am the Executive Director of the U.S.
Section of the Brazil-U.S. Business Council and Director of Latin American Affairs of
the U.S. Chamber of Commerce. I appreciate the opportunity to testify today regarding
the prospects for the Brazil-U.S. relationship.

The Brazil-U.S. Business Council is an organization focused on promoting a strategic
partnership between Brazil and the United States to increase the flow of trade and
investment between our two countries. Our organization’s bilateral structure makes it
ideally positioned to promote this strategic partnership. The Council has two country
sections: one in the U.S., based in Washington, which represents sixty-five of the largest
U.S. foreign direct investors in Brazil, and one in Brazil, based in Rio de Janeiro, which
represents major Brazilian corporations with interests in the United States, as well as
Brazil’s state federations of industry and key trade associations. Both sections of the
Council work together to negotiate bilateral policy recommendations aimed at
strengthening commerce between our two nations.

During my testimony today, I will share some thoughts about the Brazil-U.S. economic
relationship, the challenges U.S. businesses are facing in Brazil and how the U.S.
government and Congress can work together with their counterparts in Brazil to address
these challenges. I will conclude my remarks by drawing from my observations to
address the question posed by today’s hearing from a business perspective.

Brazil is a top priority market for any U.S. company with a global perspective. According
to top executives of Global 1000 companies interviewed for A.T. Kearney’s FDI
confidence index, Brazil ranked as the fourth most attractive investment destination in the
world, behind the U.S., Great Britain and China. While these indexes are helpful in terms
of identifying trends, hard numbers paint a clearer picture. In 1999, according to the U.S.
Department of Commerce, the total stock of U.S. foreign direct investment in Brazil
reached over $35 billion dollars, surpassing Mexico ($34.265 billion) and reaching 4.5
times the level of U.S. direct investment in China ($7.766 billion). From the trade
perspective, Brazil is the U.S.” 11" largest export market in the world and still growing.
Many are surprised to hear that the U.S. exported more to Brazil last year than to China
but this is only part of the picture. While the U.S. had a $68 billion trade deficit with
China last year, it enjoyed a $1.9 billion surplus with Brazil.
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The level of U.S. corporate interest in Brazil reflects the degree to which Brazil has
succeeded in opening its market to foreign trade and investment and stabilizing its
economy. Under the leadership of the Cardoso administration, Brazil has implemented
important constitutional reforms that have opened key sectors of the Brazilian economy
to foreign competition and investment. These actions have led to a boom in U.S. direct
investment in Brazil, concentrated in the telecommunications, automotive, electrical
energy and petroleum sectors.

Since President Collor began opening the Brazilian economy in 1991, U.S. exports to
Brazil have more than doubled, reaching over $13 billion in 1999. This increase came as
a result of the country’s efforts to modernize its industrial park and the increased access
of Brazilian consumers to imported products. This opening has created significant
opportunities for businesses all over the U.S,, particularly in Florida, California, Texas,
New York and Illinois, which are the top five states in terms of total exports to Brazil, in
that order. The numbers tell a compelling story. Today, Brazil is Florida’s number one
export destination. From 1993-1998, Florida exports to Brazil increased 312%. During
the same time period, California exports increased 215%, Texas 290%, New York 207%
and Illinois 375%. Other states have also benefited. Georgia exports over this period to
Brazil increased 768%, while Ohio exports increased over 420%.

The opening of the Brazilian economy also changed the nature of Brazil U.S. trade flows.
Whereas prior to opening its economy, Brazil enjoyed large trade surpluses with the U.S.,
Brazil saw those surpluses dry up by 1995 and become increasingly sizeable deficits,
reaching as high as $6.28 billion in 1997. From 1991 to 1999, U.S. exports to Brazil
increased 114% while Brazilian exports to the United States increased only 68%. This
trade imbalance has defined Brazil’s trade agenda with the U.S. ever since. Many in the
Brazilian government and media contend that the deficit is largely a result of U.S.
protectionism in many of its key export areas, particularly steel, orange juice, sugar and
footwear. However, this scenario is a bit more complex.

While the U.S. does employ tariff quotas and other measures to protect its businesses in
many of these areas, it remains the most open market in the world. No one disputes that
Brazil’s exports are negatively impacted by these protections, however, they are not the
most significant reasons for Brazil’s trade deficit with the United States. The disconnect
between Brazil’s export portfolio and the areas of strongest growth in U.S. demand,
competitive challenges from other nations, and the failure of Brazil to create a recognized
national brand in the United States are the principal factors behind Brazil’s export
performance. The bargain footwear market is a good example of how Brazil’s market
share in the United States has been eroded, not through additional trade barriers, but by a
more agile and lower cost competitor, in this case China.

As many of you know, early last year, Brazil underwent a maxi-devaluation of its
currency as it went from a sliding peg exchange system to a floating exchange rate, with
the Real losing close to 40% of its value vis-a-vis the U.S. dollar. The devaluation had a
significant impact on both the Brazilian economy and Brazil-U.S. trade flows. The
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decrease in Brazilian purchasing power caused U.S. exports to Brazil to fall 13% last
year, while a cheaper Real helped Brazil increase its exports to the U.S. by 12%, bringing
the trade deficit down to $1.88 billion from $5.04 billion in 1998. Now that the exchange
rate has settled around 1.8 Reais per dollar, it indicates that the majority of Brazil’s
currency related export gains should continue, while the skill with which President
Cardoso’s economic team has been able to get the economy back on track indicates that
U.S. exports to Brazil should continue to grow at a rapid rate.

Although Brazil’s devaluation should help decrease Brazil’s trade deficit with the United
States, it clearly will not be enough. Of course, Brazil will continue to work to reduce
barriers to its products in the United States, but even if Brazil was able to overcome the
deeply entrenched and powerful interests behind these barriers, this also would not be
enough. In order for Brazil to even the trade gap in the long term, it is going to have to
take a hard look at its export strategy and take decisive measures to alleviate the
excessive taxes, complicated bureaucracy and lack of infrastructure collectively referred
to as the “Brazil Cost”.

Despite causing considerable pain for Brazilian consumers and heartburn for U.S.
investors, the devaluation allowed the Cardoso Administration to introduce an inflation-
targeting regime that will lay a firm foundation for sustainable growth well into the
future. The short-term results of the regime are impressive. Brazil expects to easily meet
the primary surplus numbers agreed to with the IMF as a part of its financial assistance
package. Real interest rates are at their lowest levels since the launch of the “Real Plan”
in 1994, inflation is expected to end this year below 6% and Brazil is expected to grow at
least 4% this year. We believe that the positive economic scenario will continue to make
Brazil an attractive destination for U.S. direct foreign investment and continue to create
new export opportunities for U.S. businesses.

Although we believe that Brazil has truly set the stage for a new burst of growth and
prosperity, there are some dark clouds on the horizon. Investors are increasingly
concerned about the rising popularity of leftist policies and an increased degree of
nationalism among the key segments of the Brazilian population and government. Over
the last year and a half, there have been several events that have highlighted this issue.
The annulment of tax incentives connected to Ford’s investment in the state of Santa
Catarina and the efforts of the state of Minas Gerais to limit the shareholder rights of the
Southern Company in the state’s electrical utility are notable examples. Currently, the
Brazilian government is trying to pressure the pharmaceutical industry into voluntarily
freezing prices until the end of the year. We remain confident that the Cardoso
Administration will continue to move forward with its impressive efforts to open the
Brazilian economy, but we will be closely monitoring this growing trend.

Now that Ive shared the Council’s analysis of the Brazil-U.S. commercial relationship
from a macro perspective, I would like to highlight two of the most important bilateral
and regional issues that our member-companies are confronting.in Brazil and how the
Brazilian and U.S. governments and congresses could work to address them.
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Our members feel very strongly that the negotiation of the Free Trade Area of the
Americas agreement, or FTAA, should be given top priority by both governments and
congresses. The United States should move quickly to cement the terms of our
commercial relations with Brazil and the region through the accelerated negotiation of
this important trade agreement. Fast-Track has become the measure of U.S. leadership
in, and commitment to, the region. Congress’ ability to pass fast-track legislation limited
to trade issues would allow the U.S. to take the initiative and move the negotiations
forward at a quicker pace. The longer the U.S. remains without Fast-Track, the more
countries will decide to hedge their bets by pursuing other trade integration options with
their partners in the hemisphere.

Why is the FTAA important? The U.S. doesn’t have a trade agreement that ensures
preferential access for U.S. exports in good times and bad with Brazil as we do with
Mexico through the NAFTA. This lack of certainty increases the risk of doing business
in Brazil for all companies and significantly increases the barriers to entry for smaller
companies who don’t have the resources to absorb this level of risk. When Mexico went
through a devaluation in 1993, our trading preferences were protected by NAFTA. As
Mexico’s GDP plunged 8%, the U.S. actually gained market share vis-a-vis our European
and Asian competitors. During these tough times, U.S. market share increased from 70%
to 75% and our exports only decreased 8.9%, while the exports of our European and
Asian competitors fell 20-30%.

While Brazil has lowered its import duties from an average of 32.2% in 1991 t014%
today, its World Trade Organization tariff bindings remain very high, around 40%.
These bindings allow Brazil to legally increase tariffs to these extremely high levels
without notice. Given the importance of trade with Brazil to the U.S. economy we can
simply not afford to have this uncertainty hanging over our heads.

Advancing the negotiation of the FTAA is also critical because Mercosur is aggressively
moving to advance negotiations with our competitors in the region and in Europe. These
agreements would give them preferential access to the Brazilian market and could
facilitate the erosion of U.S. market share in Brazil. The fact that Spain surpassed the
United States as the number one foreign direct investor in Brazil last year illustrates that
this competitive threat is quite real. Presidents Cardoso and Frei’s announcement in June
that Chile will be joining the bloc as a full member in June should also serve as a wake-
up call for the U.S.

1t is ironic that after years of discussions here in the U.S. about bringing Chile into
NAFTA, Mercosur will quickly bring Chile into the bloc. Chile is not the only country
negotiating with Mercosur. Mercosur is finalizing negotiations with Mexico, has a
framework agreement with the European Union and the Central American countries, is
negotiating with the Andean pact and has announced that it will also be bringing in
Bolivia as a full member. The U.S. cannot afford to sit on the sidelines as our
competitors gain preferential access to the Brazilian market. We have got to make the
FTAA negotiation a top economic priority and regain our leadership role in the
hemispheric integration process.
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Working with Brazil to promote a legal and regulatory framework that promotes the
growth of electronic commerce is also a top priority of the business community. This is
an area that we believe the members of the U.S. Congress can be particularly helpful by
sharing their experiences and lessons learned as Brazil confronts many of the same policy
challenges that we face here in the United States.

Specifically, the Council is working to support electronic signatures legislation in Brazil
that is technology-neutral and broad enough in scope that it will promote the spread of
the use and benefits of E-commerce. The business community is also focused on
proposed legislation in Brazil that would subject the express shipments industry to
regulation by their principal competitor, the Brazilian postal service. We believe that this
bill, if passed in its current form, could be extremely damaging to the spread of E-
commerce in Brazil. The Council is working with the Brazilian government and congress
to address our concerns.

The title of today’s hearing poses the question: Are Brazil and the United States strategic
partners or regional competitors? I would submit that our countries are both but add that
our competition and partnership extends beyond the Western Hemisphere and emphasize
“ that partnership and competition are not mutually exclusive. While our countries are

working together in areas as diverse as the elimination of agricuitural export subsidies in
the World Trade Organization and the construction of the international space station, we
are also vigorous competitors. From a business perspective, the issue is not whether we
will compete, but rather how we will compete.

The Council believes that the businesses and consumers of both countries will ultimately
benefit from open and fair competition on a bilateral, regional and global level. The
challenge for our public and private sectors is to build a framework for this competition
based on shared goals and principles. The fact that both Presidents Clinton and Cardoso
have committed their countries to the goal of creating the world’s largest free trade zone
by the year 2005 through the Free Trade Areas of the Americas process illustrates that we
have a strong foundation to build upon but, of course, the devil is in the details. As those
of you in Congress well know, building consensus requires a strong desire and a lot of
effort. Given that Brazil is our second fastest growing export market in the world, after
Mexico, we believe that the benefits of this partnership far outweigh the investment
required.

The Council has made a major commitment to the bilateral congressional dialogue that
we view as essential to the advancement of the Brazil-U.S. commercial partnership
through its support of an informal Brazil Caucus in the U.S. Congress. Last year, the
Council was approached by the Chairman of the Brazil-U.S. Committee in the Brazilian
Congress, Rep. Manoel Castro (PFL-Bahia), and asked if we could help set up a
counterpart organization here in the U.S. Congress. Last December, during the WTO
Ministerial we made good on our promise to our partner when we inaugurated the caucus
during a meeting between the Brazilian and U.S. congressional delegations to the WTO.
The caucus is currently chaired by Rep. Jim Kolbe of Arizona and has a growing
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membership. Already this year, caucus members and leadership staff participated in a
fact-finding mission to Brasilia, Sdo Paulo and Rio de Janeiro sponsored by the Council,
and we plan on building upon these activities significantly in the coming months.

I would like to close with a thought about the future of our economic and political
relationship with Brazil. Recently, President Clinton traveled to Japan for the meeting of
the G-7 where he discussed the global challenges presented by the 21 century. As we
look to the future, we have to ask ourselves, is he talking to all of the right people?
Currently, the G-7 has no representatives from the developing world even though Brazil
has the eighth largest economy in world. If we are going to overcome the challenges of
this new century, we are going to need institutions that more accurately reflect the
political and economic realities in which we live. This means providing a seat at the
table for the leaders of the developing world like Brazil.

I encourage you all to take a closer look at the impact of Brazil-U.S. trade and investment
on your district and the country and invite you to get involved in the Brazil Caucus’
activities. Thank you very much.
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Question for the record submitted to
WHA DAS Linda H. Eddleman
Western Hemisphere Subcommittee
House Committee on Internatioral Relations
July 26, 2000
Q: Brazil’s market for legitimate copyright products is
being destroyed by high levels of piracy. Pirated CD’'s
manufactured in Asia are being smuggled into Brazil by
organized criminal enterprises. Unauthorized reproduction
of videotapes within Brazil’s borders is also rife. The US
copyright industries lost $917 million due to piracy in
Brazil last year. Brazilian creators are also suffering
staggering losses. What is the State Department doing to
help bring this serious problem under control?
Answer: State Department officials in Washington and Brazil
raise intellectual property rights (IPR) protection at all
opportunities. The Brazilian government is aware of our
concerns, which are shared by Brazilian creators whose
intellectual property is also stolen. The Brazilian
government has worked to strengthen border controls to
reduce the volume of pirated products entering Brazil
through Paraguay and through Brazil’s ports. In May,
Brazil’s Federal Revenue Service, working with industry,
seized two large shipments of approximately 500,000 pirated
compact disks, which originated in Hong Kong. Earlier this
year a Sao Paulo civil court issued a $70 million judgement
against a clothing manufacturer for end-user software
piracy. While we understand that the parties eventually
settled out of court, the large judgement had a positive

impact on public perceptions of IPR enforcement. We have

used our public affairs programs to increase public
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awareness about the importance of IPR protéction and to
bring Brazilian offiqigls to the Unitedrstates for IPR
programs. We will continue to press Brazil to do more and
will provide assistance, including training of Brazilian

officials, as appropriate.



