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MR. CURTIS E. HUNTINGTON: I'm a professor of mathematics at the University of
Michigan, the chairperson of the Committee on International Relations of the Society
of Actuaries, and a member of the International Section Council.

We have assembled a distinguished panel representing three countries that are
involved in the North American Free Trade Agreement (NAFTA) 1 negotiations. From
the United States we have Robert Rogowsky, who is the director of the Office of
Operations of the U.S. International Trade Commission (ITC). He has served as
director of the Office of Industries at the ITC. He has also sewed as a deputy director
of the Bureau of Consumer Protection at the Federal Trade Commission. He earned

his Ph.D. in economics at the University of Virginia. Robert's staff has completed ten
studies in the last two-and-a-half years that have analyzed the NAFTA agreement and
parts of it, and he will be sharing some of those background results with us.

From Canada we have Morris Chambers, who is vice president and corporate actuary
of London Life Insurance Company, and also the immediate past president of
the Canadian Institute of Actuaries. He is a Fellow of the Canadian Institute, a Fellow
of the Society of Actuaries, and a member of the American Academy of Actuaries.
He is also chairperson of the task force addressing codes of conduct and standards of
practice of actuaries under the North American Free Trade Agreement.

We will be joined by Carlos Terroba from Mexico, who has a master's degree in
actuarial science from the Universided Nacional Autonoma de Mexico. He has

worked in a number of consulting practices in the Mexican actuarial arena and is the
founding partner, owner, and chief executive officer of Benefact Actuarios Con-
sultores, which is affiliated with Milliman & Robertson in the United States and the
Woodrow MiUimanActuarial Network worldwide. In addition, Carlos has been a
professor of actuarial science at his university from 1975 to 1985 and has been an
independent actuarial consultant to various federal and state government dependen-
cies in Mexico.

* Mr. Rogowsky, not a member of the society, is Director of the Office of
Operations of the International Trade Commission in Washington, District of
Columbia.

t Mr. Terroba, not a member of the society, is Chief Executive Officer of
Benefact Actuarios Consultores in Mexico.

1 Editor's Note: NAFTAwas passedby both houses of Congressin
November 1993.
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We are going to have three fairly distinct presentations. We will start with the United
States, then we will go to Canada, and then we will end up in Mexico. I will present
some information about recent activities in the area of recognition of the education
and accreditation of actuaries under NAFTA.

MR. ROBERT A. ROGOWSKY: I'm always a little intimidated as a govemment
bureaucrat coming up into the haven for private sector people and even more so now
being the only economist in a room full of actuaries. We always learned that
economists were people that didn't have the personality to be an actuary. Let me
start off by offering a disclaimer that I come to speak to you strictly as Robert
Rogowsky. I can't represent the International Trade Commission. My views are not
necessarily those of the commission or any single commissioner.

We have been studying NAFTA quite extensively for the last two-and-a-half to three
years. Our latest study came out in January and I'd like to talk a little bit about it. I
see the title note is "Current Status," and that's a little bit difficult to keep up with. Is
that this morning's status or this evening's status? I can sum it up by suggesting you
read The Wall Street Journal, which pointed out that passage of the NAFTA legisla-
tion seems to be fairly certain in the Senate and iffy in the House, and it doesn't get
much more scientific than that at this point.

I make no projections about it. I was able to testify before Representative Gibbons a
little while ago, and he is still arguing that this is a very iffy proposition. Of course, he
is one of two politicians in the state of Florida who have come out in support of
NAFTA - he and the governor of Florida. The rest have taken a much more negative
stand towards NAFTA, in part because they feel Florida will be rather severely
affected by the free trade agreement because of the kinds of products that Florida
produces.

It's a little bit hard to interpret what is going on with NAFTA. It always reminds me
of a recent incident on the Mexican border, which you may have heard about. A
Mexican bandit came across the border up into a small town in Texas and robbed a
bank. In fact, he cleaned the whole thing out and then scuttled right back across the
border. They sent a Texas Ranger to track him down, which he finally did in a small
town in Mexico. He found out that the Mexican bandit didn't speak English and the
Texas Ranger didn't speak Spanish, so he called over this distinguished looking fellow
walking across the street, who turned out to be the lawyer in the town, and asked
him to translate. He said, "Would you ask this fellow what his name is?.... What's
your name? .... My name is Jose." "He says his name is Jose." "Ask him if he went
across the border and robbed that bank." "Did you go across the border and rob that
bank?.... Yes, I went across the border and robbed that bank." He reports back,
"Yes, he said he went across the border and robbed that bank." The Texas Ranger
pulls his gun out, cocks the hammer, puts it right up to the head of Jose, whose
eyes popped open and mouth hung down, and he says, "Ask him where the money
is." "Where's the money?" "l put the money in a pouch inside the well right in the
middle of town." The translator says, "Jose said he is prepared to die." Translators
often come out ahead, but I'm not going to try to translate too much about NAFTA.
I will just suggest some of the things that we found in our studies.
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Since the mid-1980s, Mexico has been opening its economy to foreign competition
and liberalizing its trade and investment policies, privatizing many state-owned or
state-controlled economic sectors, and reducing subsidies. NAFTA, we anticipate, will
remove many of the remaining barriers to trade and investment and will help to
ensure that Mexico's recent economic reforms remain in place. This will pave the
way for greater economic integration among the three countries.

First, under NAFTA, the United States and Canada will gain greater access to the
Mexican market, which currently is the fastest-growing export market for the United
States' goods and services. In fact, on a per-capita basis, even when the
maquiladora-related trade is excluded, consumers in Mexico purchase more U.S.
exports than do consumers in Japan or in the European Community. Second,
NAFTA will create investment opportunities that will facilitate trade among member
countries in many sectorsthat may reduce impediments to future trade growth.
Third, NAFTA will lead to a more predictablebusinessenvironment, reducing risks
associated with investment and other businessdecisions. Finally, NAFTA will improve
the competitive positionof many U.S. industriesin North America and global markets.

In addition,the commission'sreports alsofound that certain U.S. industrieswill likely
face employment and productiondeclinesas a result of NAFTA. The biggest impact
will be in the trade shifts and the investment patterns. Now, to accomplishthese,
Mexico will have to make many more legalchangesthan either the United States or
Canada, partly because Mexico has been a much more closedsociety, and in part
because of the Canadian FreeTrade Agreement, and because the United States and
Canada are just generallymore open to world trade.

This does suggestthat much of what NAFTA is about, what it will try to accomplish,
can be accomplishedunilaterallyby Mexico simplyby proceedingwith its liberalization
efforts and reducing its own tariffs and nontariff barriers. Mexico remainsthe United
States' third-largesttrading partner. Canada accountedfor about 19% of U.S. trade,
Japan about 15%, and Mexico almost 8%. The United States is Mexico's largest
trading partnerand largest sourceof foreigndirect investment, accounting for over
70% of total Mexican trade in 1992 and 62% of Mexico's cumulative foreign direct
investment by value in 1992.

Mexico is likelyto benefit substantiallymore from NAFTA than eitherthe United
States or Canada because its gross domesticproduct is only about 5% of the U.S.
gross domestic product. Its economy historicallyhas been closedand its trade has
been focused more internallyand on someof the lessdeveloped Latin American
countries. Nevertheless,sinceMexico sharplyreduced its tariffs in 1987, the United
States has substantiallyexpanded its exports to Mexico. In fact, since 1987 we have
gone from about a $5.7 billiontrade deficit with Mexico to about a $5.7 billiontrade
surplus.

The commission staff estimates that the U.S. exports for consumption in Mexico, that
is, minus the maquiladoras[factoriesclose to the border] trade, which are inputs into
production, improvedby 224% between 1987 and 1992 to about $30.9 billion.
U.S. exports to the maquiladorassectorrose at a much slower rate, about 93%; so
the fastest growing part is to consumersin Mexico and not just to the American
producerswho are along the border.
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The commission did a number of economy-wide and sector-specificestimates of the
effects of NAFTA, and we did a computable generalequilibrium,multisector model.
We also did a number of industry-specificanalysesof this model. We also had a
faidy substantialconferencethat got allthe major researchersin the United States and
Canada together to analyzethe North American FreeTrade Agreement and its effect
on the UnitedStates and on Canada. We came out from that with 12 economy-
wide models. These were all prepared by leadingresearchersand critically
reviewed, andthey all came up with one similar conclusion: that the North American
Free Trade Agreement would have a small effect on the United States, but it would
be a positiveone. It would alsohave a positive effect on Canada and a positive
effect on Mexico.

The estimates for the long-termgains in U.S. and Canadianreal gross domestic
product (GDP) were about 0.5% or a little bit less. The projected long-termgains for
Mexico in realGDP range from about 0.1% to as much as almost 12% growth. At
the same time, inthe Americaneconomy, there will be some winners and there will
be some losers. Some notablewinners are the bearingsindustry, machinetools,
pharmaceuticals,chemicals,computers, and, interestinglyenough, automotive parts.
Some of the losers are goingto be home appliances, flat glass, certain household
glassware, ceramictile, and possiblyautomobiles. Whether the automobile facilities in
Mexico will be losersor not dependson whether they let those old and relatively
archaicfacilitiesdeclineand make up the productionin the United States or whether
they decide to revamp those plants. That's just not certain at this point.

There's a great dealof politicalheat coming from the auto industry, as you might
guess, but there's also a great deal coming from the agriculturalsector, It turns out
from our studiesthat the agriculturesector is not much affected by the NAFTA
agreement, in part because Mexico is stillextremely smallcompared to the United
States. However, in the long term, as Mexico grows because of the liberalizationand
other efforts, it does seem that will be a very fruitfulmarket for American farmers.
There will be definite winners in fisheries,grainsand oilseeds, nonfat dry milk, and
cotton. Some of the losersare our friends from Floridaproducingcitrus,shrimp,
certain vegetables, peanuts, and flowers. Energyisn't goingto be affected much.
It's a big sector, but it's not going to be affected much because we've accepted the
constitutional argument of the energy sector in Mexico. There won't be too much
change, althoughthere is someopening up for energy-relatedservices, so we're
anticipatingsome gainsthere.

The big winner in NAFTA we think will be the servicesector. U.S. servicesto
Mexico are approximately $8 billionin sales,and that's a small part of the $250
billionin sales worldwidethat American service providershave. A number of
restrictionsthat have preventedU.S. service providersfrom getting into the Mexican
market either have been liftedor will be lifted by NAFTA. We anticipatethat there
will be fairly substantialgains in the telecommunicationsmarket. We anticipate there
will be substantialgains in the construction market, although we also anticipate
Mexican constructioncorporationswill do quite well in the United States, particularly
alongthe border.

The big winner perhapsis going to be land transportation. We anticipate that the
demand for an improved land-transportationinfrastructure in Mexico is goingto create
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more of a demand than their industry can handle and we'll be able to take advantage
of that market, which also has a side effect of allowing industry to more aggressively
compete in Mexico and to perform better in Mexico, because one of the problems
there is the lack of an infrastructure.

One of the big winners is going to be the insurance market. The removal of Mexico's
restrictions on foreign equity ownership in the insurance area is likely to result in the
expansion of U.S. investment by something more than 16% in the long term.
However, the cross-border insurance sales may not go up very much because both in
Mexico and the United States there's a lot of state regulations or provincial regulations
that govern how much can be sold across the border. But we anticipate that there
will be quite a bit of insurance investment in Mexico by firms from the United States.

It's also likely that the greater access to the Mexican market is going to offer an
improvement for American service providers, perticulady the insurance sector, on a
global basis because it will be a good access or a good gateway into Latin America
and that kind of international exposure will also provide the kind of experience and
capability for getting into other foreign markets as well. We are busy working out a
framework agreement with the Japanese in insurance, and the United States has not
been particularlysuccessfulin getting into that market. As the companies go
intemational,the abilityto sellwell into Mexico and other Latin American countries,
we think, will have a beneficialeffect on many medium-sizeand smaller insurance
companies.

The commission'sfindings,and not just our own findingsbut the findingsof the
researchers that we have employed and that we have worked with throughout the
United States, have been clear and unequivocal. The Mexican economy has under-
gone a striking metamorphosisin recent years. Trade and investment barriershave
been lowered. Intellectualproperty rightshave been strengthened and many state
enterprises have been privatizad. In fact, it's quite a remarkable number. I was
talking to someone at the Mexican Embassy, and it was somethinglike 1,000. A
remarkablenumber of firms have been privatized.

NAFTA will lock in these reforms. I suggested that Mexico can accomplish much of
NAFTA on its own, but the agreement will lock in much of this reform and will give
to the Mexicans and the Americans the benefits of a more liberalizedeconomy. Our
report also confirms that NAFTA will not only benefit Mexico, but the U.S. and
Canada. Although a few U.S. industrialand agriculturalsectors will face more intense
competition,the overall U.S. economy will benefit. We will enjoy more jobs. We will
increaseexportsmore than we would expect, and the estimates are that we'll even
have higherwages in the United States. Some of the studiesfind that there may be
a slightdrop in the average wage in the United States, but it is not statistically
significant. Most of the studies find that there will be a positivebut small effect on
wages in the United States.

Finally,just to talk about the employment effects, we've heard an awful lot about job
loss and this "great sucking sound" toward Mexico. It's just wonderful that you can
get this on a bumper sticker. You reallyhave a big impact in Washington. Perot was
the winner inthe bumper-stickercontest. However, the fact of the matter is that the
studiesfind that there will be a net gain in jobs in the United States. Even in those
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sectors where there will be a decline in jobs, the numbers are small enough that they
fall within the naturalturnover in almost any industry duringthe course of a year.

Just to give some magnitude, they were talkingabout 300,000 jobs lost. That
wasn't a net figure, but it was a figurethat the opponentsof NAFTA came up with,
when in fact the turnoverin the American labor market is about 1.5 millionjobs in a
year. It gets lost in the naturalturnover of jobs inthe American labor market, so the
job loss is fictionalin the sense that the net job effect will be a gain and even that is
relativelysmall becausethe Mexican economy at this point is reallyquite small
compared to the United States economy. So no industrycan say it is going to be a
major winner and no one can say it is going to be a major loser either. I'd be happy
to answer any questionsat the appropriatetime.

MR. HUNTINGTON: Next will be a presentationfrom Mo Chambers on the Canadian
perspective.

MR. MORRIS W. CHAMBERS: The discussionof the North American FreeTrade

Agreement with respectto the actuarialprofessionis a lot easier if we step back from
it for a moment and review the existingfree trade agreement that is in place between
the U.S. and Canada. The U.S./Canadian Free Trade Agreement, or the
Canedian/U.S. Free Trade Agreement, if you're Canadian or an American who orients
your life alphabetically, was signed in 1988 and took effect January 1, 1989, to be
implemented gradually over the following ten years. Generally speaking, to this point
it has not had much effect or impact upon the actuarial profession.

This past June, however, following a year or so of discussion within our profession
and some delay because of an unrelated challengein the Supreme Court of Canada
to the legitimacy of the CanadianInstitute of Actuaries, formal applicationwas made
to have the actuarialprofessionrecognized officiallyunderthe Canedian/U.S. Free
Trade Agreement. The applicationwas made jointly and simultaneouslyby the
CanadianInstitute of Actuaries in Canada and by the American Academy of Actuaries
in the U.S.

Underthe application,it is proposedthat a U.S. actuary can crossthe border and earn
incomein Canada if he or she is a member of the AmericanAcademy of Actuaries.
Reciprocally,a Canadian actuary can earn income in the U.S. if he or she is a Fellow
of the Canadian Institute of Actuaries. You may well ask, "What's the big deal?
Consultingactuaries have been crossingthe border for years to provide professional
serviceand advice." While that is true, it is also t]ue that few who did so admitted it
at the border, because immigrationofficials had the right to bar their entry if they
were going to earn income in the other country. V_r_hthe actuarial profession
specificallyincluded inthe FreeTrade Agreement, immigrationofficerswill be obliged
to permit entry.

Now, before you all line up at Buffalo and Detroit next week, I would point out that
while the applicationwas made in June 1993, it will probably be followed by a year
or so of bureaucraticconsideration,includingpublichearings, before the actual
addition is made to the agreement. You shouldalso know that a good deal of
discussionand negotiationwithin the professionprecededthe application. In particu-
lar, it followed the formal agreement by the other four actuarialorganizations
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headquartered in the U.S. - the American Society of PensionActuaries, the Casualty
Actuarial Society, the Conference of Consulting Actuaries, and the Society of
Actuaries - that being a member of the American Academy of Actuaries (MAAA)
would be the U.S. prerequisite for transberder activity.

It also involved, obviously, agreement and coordination between the Canadian
Institute of Actuaries (CIA) and the other organizations. That agreement and coordi-
nation was greatly eased by the eadier work begun under the direction of the Council
of Presidents. Three initiatives paved the way for a relatively straightforward prepara-
tion and submission of the application: (1) the adoption of a common, or at least
mostly common, code of conduct by each of the bodies; (2) the recognition that the
Actuarial Standards Board standards apply for U.S. work and CIA standards of
practice apply for Canadian work; and (3) the adoption of reciprocal disciplinary
responsibilities by the CIA and the Actuarial Board for Counseling and Discipline on
behalf of the U.S. organizations.

The experience that we have gained with the Canadian/U.S. Free Trade Agreement
has highlighted the four areas that must be dealt with by the professional bodies in
preparation for NAFTA: (1) qualification and accreditation, if you wish to expand it in
that way; (2) code of conduct; (3) standards of practice; and (4) discipline.

A task force with representatives from the three countries began work on the issue of
qualification and accreditation back in January and reached an agreed-upon pos'_on
early last month in Victoria. Curtis will be discussing the details of that in a moment.

A second task force, the one in which I am involved, is looking at codes of conduct
and then at standards of practice. We have met twice by conference call and have
exchanged some written material. Our first task is to prepare a comparison of the
codes of conduct and to identify any gaps to be filled. In view of the redrafting work
done over the past three years of the codes of conduct of the U.S. organizations and
on the Rules of Professional Conduct of the CIA, it is unlikely that there will be a
stampede to revamp them again.

Preliminary review of the code of ethics of El ColegioNacional de Actuarios in Mexico
has not revealed any glaring inconsistencies or highlighted any fundamental elements
that are not dealt with therein. We must keep in mind that our goal is to ensure the
codes of the different organizations are consistent. We learned in the U.S./Canadian
discussions that uniformity of codes between organizations of different nations is not
a realistic expectation because of differing legal environments and varying cultural
backgrounds. The objective then is to ensure overall consistency and to avoid
fundamental contradiction. So far, there doesn't appear to be a problem in that
regard.

Nonetheless, I understand that the Mexican code has been in place for at least a
decade, and in view of developments in Europe and elsewhere, the Colegio may wish
to consider updating the format and the wording of its code. In fact, I understand
from Pablo Noriega that just such a review is likely to be undertaken in the next
12-18 months.
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Having dealt with the codes, we will turn our attenl_onto standards. Now since it
has been generallyagreedthat standards of practice are jurisdictionspecific, I see this
task as being largelyone of documentation,so that each organization is aware of and
can inform its members about the standardsof the others.

A third task force has been dealingwith disciplineeffectivenessand reciprocity. I
understandthat group has had two conferencecalls and an exchange of documents,
but I can't report further on their progress. I would say that this area, in my view,
will be the most difficult actuarialarea or issue in NAFTA for two reasons. First, and I
may be wrong, but I understandthat there is no formal oreffective disciplinary
process in the Mexican actuarial profession. Second, in Mexico, professionaldiscipline
must involve a government department because the actuarialdesignationis effectively
a license to practice. True, the Colegiohas the power to withdraw an individual's
membership, but only the government can removethe right to practice. Despite this
difficulty, I am certainthat an acceptablearrangementwill be made.

Incidentally,there is one aspectof the U.S. codesand the Canadianrules that so far
remains unresolved. It has been agreed that a Fellowof the Canadian Institute of
Actuaries (FCIA) or an MAAA must follow CIA standardsin Canada and Actuarial
Standards Boardstandards inthe U.S. Furthermore, we are committed by our codes
to follow localstandards in a third jurisdictionif it has standards. But what about a
foreign jurisdiction without standards? The Societyof Actuariessays that its mem-
bers must follow ActuarialStandards Board (ASB) standards. The Canadian Institute
of Actuaries says that its members shouldfollow CIA standards. No problem there,
except for someone like myself who is both an FCIA and a Fellow of the Society of
Actuaries (FSA). What am I to do on the island of Martinique if I ever work there?
Do I follow CIA or ASB standards?

A possiblesolution is to follow the standards of the jurisdictionof usual residence -
CIA standards in my case. That certainlynarrows the problem, but it does not solve
it for the dual FCINFSA who happensto live in the lap of luxury in Martinique. Any
suggestions that you may have to resolve this dilemma are welcome. A few minutes
ago, I made passing reference to developments in Europe. John Martin provided an
excellent summary. Nonetheless, Curtis has suggested that we might underscore
what has been happening on that front because there are some interesting links to
and parallels with North American developments.

As was the case here, in Western Europe discussions between actuarial organizations
to establish more formal links were stimulated by the progress being made toward
economic union within the European Economic Community (EEC). I understand that
the EEC agreement requires that there be free access between countries by profes-
sionals. Thus, if a full-member actuary in France provides professional services in
Germany, the Frenchactuary must, upon application,be admitted as a full member of
the German actuarial association. The agreement, therefore, requiresthat the Institute
of Actuaries in Englandor the Facultyof Actuaries in Scotlandextend Fellowship
status to immigrant actuaries who are full members in actuarialorganizationsin other
EEC countries.

As John Martin, the Presidentof the Instituteof Actuaries, told us at the General
Session, the actuarial organizationsof the nationsinvolvedhad set up the "Groupe
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Consuitatif des Associations d'Actuaires" to undertake discussions toward a greater
degree of commonalty within the profession. The Groupe Consultatif includes
representatives of 15 actuarial organizations in Belgium, Denmark, France, Germany,
Greece, Ireland, Italy, the Netherlands, Portugal, and Spain, as well as the Institute
and the Faculty in the U.K. By the way, organizationsin Iceland,Norway, Sweden,
Austria, Switzerland, and Liechtensteinare waiting in the wings. The initialrecogni-
tion agreement was adopted in April 1991.

In November 1992, just short of a year ego in Rorence, Italy, the Groupe reached
accordin two major respects. First, the common principlesof codesof professional
conduct were agreedupon. These common principlesestablish, ineffect, the
minimum requirementsto be incorporatedin the codesof conductof each of the
participatingorganizations. Any associationmay adopt stronger rulesor additional
rulesas longas such modifications do not conflict with those prescribedin the code.
The code is open-ended in that it must be adopted by any nationalassociationof
actuariesapplying for membershipin the GroupeConsultatif inthe future.

It is gratifyingto U.S. and Canadian organizationsthat this Europeancommon code is
essentiallyconsistent with the uniform code developed here. One might loftily ascribe
the similarityto some innate common ethical standard associatedwith the actuarial
mind. The reality is that the Europeansdrew on the work that was being done at the
time in the same area in North America.

Beyondthe code itself, any participatingassociationmust includein its rules appropri-
ate disciplinaryproceduresto ensureenforcementof the code.

The second area of accordreached in Rorencelast Novemberwas the adoption of
uniform Recommended PracticeGuidanceNotes. These are not standards of

practice;standards of practice aredevelopedon a nation-specificbasisand are
pertinentto the jurisdictionin which the practice is conducted. Rather, these guid-
ance notes are extensionsof the code of conduct in respect of practice-specific
matters. They have been preparedin three practiceareas: pensions,life assurance,
and general insurance.

Backhere in North America, we are regularlyregaledby the media, and it has been
referredto already, with predictionsof the collapseof the NAFTA. Certainly it
appearsto be an uphillbattle in at least part of the U.S. Congress. In Canada, some
party leaders in the current federal election campaignspeak of renegotiating and even
of abrogatingthe agreement. Whatever happensat the diplomaticor the govern-
mental level will, of course, be littleinfluencedby the actuarialprofession.

On the other hand, development of interorganiza_onallinksin the actuarialprofession
will, I think, be little influencedby whether or not NAFTA proceeds. NAFTA acted as
the catalyst to initiatecontact with the Colegioin Mexico. V_rrththe Colegionow a
participant in the Councilof Presidents,the relationshipwill grow regardlessof
whether the NAFTA goes forward.

MR. HUNTINGTON: We are now going to the audio/visualmedium. CarlosTerroba's
presentation will start with some introductory remarks and then we will be showing a
video.
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MR. CARLOS J. TERROBA: First, I want to express my gralJtudefor your presence
here. At this time, Sessions 61-80 are in progress. We are in Session 65. There
were 20 different possibilitiesand you are here.

Unfortunately, Englishis the officiallanguage, and I am fluent in Spanish. I anticipate
possiblyusing some expressionsthat may not be correct, but effort is the thing that
counts. When I received the invitationfrom Curtis Huntington, I was told to follow
these rules.

First,say hello to the audience. "Hello!" Then give a speechfor around20 minutes
invoMngthe Mexican perspectiveof NAFTA. I said, "Twenty minutes readinga lot
of papersthat perhapsnobody really understands,and after the PresidentialLunch? I
think that's too risky. That would be very hard." Some of you may become a little
sleepy,so I made a cleverdecisionand I developed a video cassette that will show
you our point of view on this matter. This videotapelastsaround 16 minutes, plus
the initialwords, and some remarks at the end will take me to 20 minutes. What

you are going to watch will show you how different Mexican actuariesand our
industryare from their counterpartsin the U.S. and Canada. In a global market
without NAFTA, the conclusionscould be we need you end you need us.

(VIDEO PRESENTATION) "The ActuarialProfessionunder NAFTA: A Mexican
Perspective" by Actuary CarlosTerroba, Chief ExecutiveOfficer of Benefact Actuarios
Consultores,S.A. de C.V., the Mexican Member of the Woodrow MiUimanInterna-
tional Actuaries & ConsultantsNetwork.

For those who questionthe definitionof "short cut" as the longest
distance between two points, the exhausting negotiationsfor the North
American Free Trade Agreement should make them reviewtheir skepti-
cism.

Just considerthe paperwork involved. The U.S. and Canada Free
Trade Agreement, in effect the last few years, is a thin booklet. In
contrast, after the "side agreements" on labor and the environment
(September 1993) addedto the more than 400 pagesof the basictext
(from August 1992), NAFTA volumes look likethe EncyclopediaBritan-
nica, and nobody thinks their seeminglyuncontrolledgrowth will stop
any time soon. There are s'dllsome more crucialissuespending on the
agenda of discussionsmainly pursued by the United States.

Why the amazing difference? Well, for one good reason. We Mexi-
cans are reallydifferent, radicallydifferent in many ways. That's
preciselythe coreof my conversationwith you - the opportunities and
risks inherentto the actuarialconsultingprofessionsof the three coun-
tries after the merging of truly different economiesand cultures within
this new and enlargedmacro businessregioncalled North America.

What does NAFTA meanto Mexico? Important as it is, we see
NAFTA as more than just the creationof a free trade zone of 360
million consumers,spanning 21 millionsquarekilometers,and having a
combined annualgross product of $6 trillion. We know it's just the
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beginningof a naturaland gradualprocessof integrationbetween the
three nations, two of which are quite similarin every sense,and the
third party, Mexico, extremely different in almost every sense.

We also understand that althoughfull, free trade is the medium-term
goal by the year 2000, in the short term the agreement with Mexico
will actually settle for fair trade (allthose meticulousspeculationsand
hundreds of pages).

Beyond specificallyeconomicconsiderations,we are well aware that
NAFTA implementsthe peaceful and orderly,nonethelessdramatic
collisionof two geographicalzones havingvery different ethnic, eco-
nomic, language,political,cultural, legal,and religiousbackgrounds.

We view NAFTA as a revolvingdoor. For Mexico and its national
economy, F_eenth [largest]in the world, it means definitiveaccess to
the developed world. For the U.S. and Canada,the gate to the Latin
American community: an underdevelopedbut promisingmarket of 400
millionpeople and vast naturalresources.

How can we measure globalbusinessopportunitiesfor our profession
under NAFTA? With a combined trade volume of roughly $85 billiona
year, Mexico is the U.S.'s third [largest]trading partner after Canada
and Japan, with the U.S. being the main importer of Mexican exports,
65% of the total, with a clear balance favoring the U.S. Regarding
Canadianand Mexican trade, annual volume is much lower, but not

negligible,and each country is the other'ssixth [largest]trading partner.

Areas of opportunitybecome quite evident if we considerthat in the
so-called "industrialized"nations,the share of industryand gross na-
tional product is under 25% as comparedto a strong 70% from the
services sector (66% in Mexico); and that financialservices play a very
important increasingshare, includingthe insurancesector and related
activities likeactuarial services.

Moreover, it's alreadyremarkablesize (nearly25% of the $3.5 trillion
total worth of annual internationaltrade), the servicessectorhas
maintained a moat dynamic pace, fueled by telecommunicationsand
the computer revolutionduring the past 20 years, the externalizationof
services(the preferenceof companiesto buy availableexternal services
rather than performing them in house), the increasingcontent of
service-relatedelements to produce goods, and the internationalization
of businessoperations.

Will NAFTA be approvedor not? We are certain NAFTA will eventually
be approvedby the United States Congress,although that may not
happen by the deadlineoriginallyslated for January 1, 1994. Major
problemsare well known. There are labor concems from the AFL-CIO,

2397



RECORD, VOLUME 19

environmental pressure from ecological groups, and of course, Ross
Perot.

All those issues are serious and none can be ignored. However, much
as politicshas aspects that lack economicsense, in the end, breed and
butter havetheir say too. Economicglobalizationhas no return, and
the fast consolidationof two rivalingregions(the EuropeanCommunity
and Southeast Asia) representsadditionalpressureon North America to
assert itselfas the leadingeconomicpower in the world into the next
highlycompetitivecentury. That doesn't only mean technology and
cap'rtal,but also accessiblebroad markets, plentifullabor, land, coast-
lines,and abundantresources, both renewableand not. President
Clintonwill submit NAFTA-related legislationto Congresson November
1 (not the agreement itself, which is an executive document); Congress
then has 60 congressionaldaysto examineand vote on it in a maxi-
mum [of] four to six months. However, PresidentClintonhopes to
have it approvedby November 17. If that's not possible,then approval
in 1994 will be extremely difficult.

We currently place odds for approvalat around50/50 - roughly40%
of legislatorsin favor, 40% against, 20% undecided - but in the near
future we can practically assume that chances are 100%. In any case,
it's just a matter of time.

What are the opportunities for U.S. and Canadian actuarialservices
under NAFTA's financialservices provisions?They seem rather obvi-
ous after a closer look into the provisionsincludedin this chapter,
where NAFTA establishesa comprehensive,principles-basedapproach
to disciplininggovemment measures.

• Financialservice providersof a NAFTA country may establishin
any otherNAFTA country banking, insuranceand securities
operations, as well as other types of financial services.

• Eachcountry must allow its residentsto purchase these services
in the territory of anotherNAFTA country.

• A country may not impose new restrictionson the cross-border
provisionof financialservicesin a sectorunlessthe country has
exempted that sector from this obligation.

• Each country will provideboth nationaltreatment, including
treatment relating to competitive opportunitiesand most-favored-
nation treatment to other NAFTA financialservicessuppliers
operatingin its territory.

• Any measurethat does not place financialservices suppliersof
another NAFTA country at a disadvantagein their abilityto
provide financialservices as comparedto domestic suppliersis
deemed to provideequality of competitive opportunity.
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• In processingapplicationsfor entry into its financialservices
markets, each country must observe proceduraltransparency on
both information and decisions.

What are NAFTA's most relevant aspects regardingthe insurance
sector? Under NAFTA, Canadianand U.S. insurersmay gain access to
the Mexican market intwo ways. First, firms that establishjoint
ventures with Mexican insurersmay increasetheir foreignequity
participationin such ventures up from 30% in 1994 to 51% by 1998
and 100% by the year 2000. Such firms will not be subjectto aggre-
gate or individualmarket-share limits. Second,foreigninsurersmay
establishsubsidiariessubjectto aggregate limitsof 6% of market share,
graduallyincreasingto 12% in 1999 and subject to individualmarket
share capsof 1.5%. These limits will be eliminated by January 1,
2000.

Canadianand U.S. firms that currentlyhave ownership interest in
Mexican insurancecompanies may increasetheir equity participationto
100% by January 1, 1996. Intermediaryand auxiliary insurance
servicescompanies will be allowed to establish subsidiariesunder no
ownership or markat-share limitswhen the agreement goes into effect.

In additionto such generic provisions,in the item covering a country's
specificcommitz_ents, Mexico will allow financialfirms organizedunder
the laws of anotherNAFTA countryto establishfinancialinstitutionsin
Mexico subjectto certain merket-share limitsthat will applyduringa
transitionperiodendingby the year 2000. Thereafter, temporary
safeguardsmay be applicableto the bankingand securitiessector, but
not to insurance.

What are the significantdifferences between Mexican, U.S., and
Canadianinsuranceand actuarialservices? Some of the most relevant
differences are:

• There are thousands of insurancefirms in the U.S. and Canada,
while Mexico has lessthan 40, with 80% of the market firmly
controlledby just five of them, ranked somewhere between the
30th and 80th slot inthe U.S. table of positionsby direct premi-
ums criteria. Well, there's a name for that - oligopoly. Al-
though Mexican authoritieshave relaxed proceduresand soft-
ened requirements,only two additionalMexican companieshave
been approved for operationafter decades of immobility and
only two others out of the four U.S. insurersthat have applied
for inclusionhave received favorable opinionfrom the National
Insuranceand Bonding Commission. This is the first, formal
step in the otherwise excruciatingprocessof approval.

• In the U.S. and Canada, the legal framework to operate an
insurancecompany simply callsfor authoriza'don,much like any
other business. In Mexico, it's stilla government concession,a
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much less secure framework. However, this vulnerability seems
bound to change soon, precisely to fit into NAFTA guidelines.

• The number of Mexican actuaries accounts for roughly 1% of
those in the U.S., servicing a population a third as large. Be-
sides, the licensing procedure in the U.S. goes through a board
of trade provided by senior members to junior applicants, while
in Mexico it depends on bureaucratic recognition upon conclud-
ing a college degree.

• The creationof new plansand products in the U.S. is a market-
ing responsibility. Its instrumentation is mostly an actuarial
consultingfunction. In Mexico, both tasks have been tradi-
tionallyperformed by in-houseactuaries.

• While in the U.S. and Canada it is almost inevitable to stumble

into an actuary in every town, in Mexico we are all crowded
into two cities - Mexico City, the capital,and Monterrey, the
nation's secondindustrialpowerhouse.

Insurancemarkets alsohave their differences. When compared to the
rest of North America and Western Europeancountries,the average
Mexican consumer lacksa mentalityfor insuranceprotection. In fact,
most Mexicans aresimply not aware of the need for insurancecover-
age as individualsand even in some cases as smallbusinesses. Add
the limited purchasingpower of ample segmentsof the population and
that explainswhy lessthan 5% of related death victims had some kind
of insurancecoverageand less than 3% had material damage insurance
right after the 1985 earthquake.

A typical American and Canadiancompany normallyperforms under a
specializationspectrum, while almost allMexican carriersare aIHines
writers with all of the related confusion and inefficiencies,of course.
Due to its lack of experiencein recruiting,trainingand motivating sales
forces, our market often calls for commitments beyond conventional
management skills. A regular payments disciplineis nearly nonexistent
in our market, making it very difficult to collectpremiums and effec-
tively neutralizing many otherwise well-supported products, including
mass merchandising.

There are many other subjectiveand regulatory differences that force
interdependencybetween Mexican and foreignactuaries.

The conclusionis simple,categoricaland supportedby a long history of
frustratingprecedence. Due to rather different legal, cultural,economic,
and technologicalconditions, no foreign insuranceor actuarial product,
plan, software or system, no matter how well-designedand thoroughly
tested, is adaptableto the Mexican market without careful adjustment
by Mexican actuariesfamiliar with localmarket practices.

2400



NAFTA -- CURRENT STATUS

MR. TERROBA: The video shows that the commerce between Canada, America and
our countn/started many years ago. We talk specifically about America in the last
century. In 1890, a century ago, our major plan for Mexican exportation focused on
America, with 69% of the total Mexican exports and 56% of our imports from your
country. The signing of NAFTA seems to be almost a mutual need because the three
coun_es are looking for an increase in exports, an increase in employment, an
increase in personal income, and a growth of investment.

Total exports for Mexico last year were more than $42 billion. Seventy-three percent
came from the U.S. and 4% came from Canada, but in Canada it's growing fast at a
rate of 10% or more every year. If we compare NAFTA with the European Com-
munity, our market, the NAFTA market, involves 360 million people with a gross
domestic product of $6 trillion, and the European Community is $323 million and just
$4 trillion.

We're talking about the largest market in the whole world. W'_h or without NAFTA,
we have great chances of working together because global perspectives are normal in
the present and in the future. We have to work on global perspectives.

MR. HUNTINGTON" As Mo Chambers indicated in his presentation, there has been a
task force in operation for moat of 1993 looking at issues of education and accredita-
tion on the assumption that NAFTA would pass. I thought that I would bring you up
to date on some of the deliberationsand recommendationsof that group. The group
consistedof six actuaries,two recognizedin Mexico as members of the Colegio
Nacional,two from Canada, and two from the United States. I was one of the U.S.
representatives. We met severaltimes over the courseof the year in each of the
three countriesand we have made a recommendationin terms of two levelsof

participationon the transborderactivities under NAFTA.

We have labeled the firstone Level I and defined it to be the requirementsfor those
wishing to do income-eamingwork in another country, those who want to be able to
earn a living in another country. The recommendationof the subgroupis that a
Canadian wanting to practice in anothercountry must have an FCIA designation. A
Mexican wanting to practice in anothercountry must have the actuarialdesignation
plus membership in the Colegio. Foran American to practice in one of the other two
countries, the requirement would be that you have an MAAA de,_gnation and be
either a Fellow of the CasualtyActuarial Society, a Fellow of the Society of Actuaries,
or a Fellow of the Conferenceof ConsultingActuaries.

In terms of Level II, which has been defined as the requirementsfor an applicantto
be eligibleto sign statements of opinionin the other country, the subgrouphas
identifiedfour individualpracticeareas - health, life, pension,and property and
casualty - and has made recommendations that are somewhat more specific in terms
of the impact on each of the other country's qualifiedactuaries. We have six criteria
that we are recommending.

The first is knowledge achievementin practice areas in your own home country. We
have indicatedthat the same designationsthat I indicatedin Level I - that you can
demons_ate that you have received the knowledge achievement in your practice area
in your home country by either the FCIA designation,the act and membership in the
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Colegio, or the MAAA plus one of the three Fellowship designations in the United
States - will satisfy this criterion.

For the second criterion, we have recommended that there be a level of experience in
the practice area in the home country. For a Canadian, that would be a requirement
of three years of experience under the supervision of, or attested to by, an FCIA. For
a U.S. resident, the requirement would be three years of experience under the
supervision of, or attested to by, a member of the American Academy of Actuaries.
For a Mexican, the requirement would be three years experience after being qualified
as an actuary, and such experience to be attested to, or supervised by, a qualified
actuary.

Note that there is a difference in the Mexican context. As Pabic Nodega indicated in
the general session, the way to qualify for the act in Mexico is a university-beeed
education system. Most of the members there get their designation within a six-year
time period, including the college work and some practical experience. The Mexicans
suggested that a three-year experience requirement would be beneficial to recognize
the difference between the U.S. and Canada, where most actuaries achieve Fellow-
ship after significant post-university work experience.

The third criterion that has been recommended is the ability to pass an examination in
one's own practice area in the new country. Each of the three countries is being
urged to set up a singleexaminationto test the applicant's abilityto applyactuarial
techniques inthe environment of the new country and to demonstratethe applicant's
knowledge of the relevant standards of practice. Applicantswould haveto pass such
an examinationin any of the practiceareas that they chose to practicein. From a
perspective of language, which we have indirectlydealt with, this examinationwould
obviouslybe given in the languageof the host country. Fora U.S. or a Canadian
residentattempting to practice in Mexico, the examination would be administered in
Spanishand would requirea knowledgeof the Spanishlanguage. In addition,most
of the relevant subject matter is inthe Spanishlanguage. The Canadianswould
administertheir examination in beth French and English,the two officiallanguagesof
Canada. The U.S. examination would be in Englishonly.

The fourth criterionwould be that each of the host countries (eachof the three
countries)would be required to establisha continuingeducation requirementin their
own country. At present, the United States has such a requirement. It is centered
around standardsfrom the American Academy of Actuaries. Canada has plans to
introducesuch a requirementin the near future.

In Pablo Noriega'spresentationto us, one comment was that the Mexican actuaries,
in working with their American colleagues,have recognizedthat there are some new
changes that will have to be introducedin Mexico. The Mexicansare goingto have
to develop, as one of these changes, a continuingeducation requirementto be
administered in their own country.

The fifth criterionwould be that you must be able to meet the requirements set out in
the law and regulationsby the host country, inthe new country. For those of you
familiarwith the Canadianscene, the FCIA isthe only requirement in Canadian law
and the CIA would intend to qualify applicantsunder NAFTA as FCIAs. The U.S.
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would intend to qualify applicants by practice area under the American Academy of
Actuaries practicecouncils,and we are recommendingthat applicantsget member-
ship inthe American Academy of Actuaries and have an MAAA designation. In
Mexico the requirementwould be to have an actuarial designationgiven, plus
membership in the ColegioNacional.

Finally,the sixth criterionthat we are proposingis that to practicein the new country
you must complete an ethics course in that country. For those of you familiarwith
the United States and Canadian SOA system, you know we have an ethicscourse
that is part of the FellowshipAdmissionsCourse,the final requirementbefore
becoming a Fellow in the Societyof Actuaries. The CasualtySociety has a similar
requirementto be qualifiedas an Associate of the CasualtyActuarialSociety. It's a
courseon professionalism. Initially, those two courses,the courseon professionalism
and the FellowshipAdmissions Course, would operate in the United States and
Canada. As for the Mexicans, they would have to organize an ethics course for
themselves.

That is what's going on in terms of education and accreditation issues.

MR. TED L. DUNN: I don't have a question, but I do have a comment. Two or three
weeks ago I returned from Russia, Poland and Hungary on a trip that was sponsored
by the People-to-People Organization, and it was also aided and abetted by the
International Section of the Society of Actuaries. This group of nine actuaries and
three spouses went to Warsaw, Moscow, Krakow, and Budapest. We met with
actuaries, regulatory people, business people, professors, economists, and people of
that kind. The real purpose of the hip was to see what type of help these people
needed in the various countries and to by to get actuarial education started in each of
these countries. They are in an embryonic stage, I might add. When the countries
were communistic and you had only one or two insurance companies in the entire
country, there really didn't seem to be much of a need for very many actuaries.
I was very impressed by the dedication that these people are exhibiting and I think
they will be successful, but they do have a long, long way to go. Their rates of
inflation are such that it's very difrmuIt to sell insurance products in these countries.
Having been covered by health care schemes for 40-70 years, the populations in
these countriessimplydon't see very much need for insuranceproducts.

FROM THE FLOOR: This is an excellentpanel. I'm very impressedwith how much
the professionhas done and is doing. I'm the director of government information, so
I don't know a lot about what's going on within the profession. I have a questionfor
Dr. Rogowsky, which has nothingto do with actuarial scienceor with the profession.
In the United States, you painted such a gloriouspictureof how good NAFTA would
be for the U.S. and how few reallysevere down sidesthere are. I've heard it said
several,if not many, times by members of Congresswho oppose NAFTA that, in
principlethis is right,but in fact this isn't the right agreement. This particularagree-
ment isn't right. What are they referring to? Their comment always eludes me.
What arethe specificsthat they object to?

MR. ROGOWSKY: I'm not entirely clear on what it is they're referringto. Generally,
they turn to the ideathat this trade agreement doesn't have all the safeguardsthat
they would like to see for American workers or for the environment. Those are the
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two big issues. What they turn to is a call for a different agreement, one that
satisfies those concerns. It's hard to imagine, first of all, another agreement actually
coming to pass. There really are no other trade agreements that have gotten into
such a broad array of public policy as this one. Trade agreements generally don't go
to the idea of environmental safeguards and worker's compensation plans.

There is a trade assistance program, which is designed to assist people who are
placed out of work because of trade agreements. That's a very old program and it's
funded by several hundred million dollars actually and not often implemented because
it's very hard to decide who is affected by trade agreements, especially fairly broad
ones like the Uruguay Round, General Agreement on Trade and Tariffs (GATT)2, or
other agreements. It is partJculadyhard now that they have the side agreements
negolJated with the Mexicans, on the environment and labor, to understand what else
they wanted.

I was privileged, when I was testifying before Congress, to be preceded by a panel of
environmentalists. The environmental community is quite divided about this, because
some of the people on that panel were vehemently opposed to this agreement, not
an agreement in general, but this agreement. A large part of the environmental
community is very strongly in support of the agreement, particularly because they
anticipate that there will be better environmental controls, regulations and conse-
quences as a result of this agreement, because without it there are no controls.

it is very hard to pin down those who oppose it to determine what exactly they want
to see happen. They don't give specifics, end I'm not clear on just what it is that
they want to see. As was reported recently, a new intemational development bank
has been proposed by the United States and Mexico, to the tune of $8 billion, to
fund clean-up measures in the border area. No other agreement has anything like
that. There are numerous proposals for helping out with any job-placement problems
that might happen as a result of the trade agreement, and that's being tied up with
the closing of military plants.

It's a little bit hard to say exactly how much goes for the trade agreements, but it's
hard for me to understand their concerns. I don't know specifically what they want.
It is hard to imagine that if we don't have the NAFTA agreement now, that Mexico
would be willing to jump in quickly with another agreement that is even more strict or
has greater endeavors to clean up the environment or establish the kinds of peripheral
agreements that this one has. Maybe you could speak to that, but I can't imagine
the Mexicans jumping into that.

MR. HUNTINGTON: Mo, would you want to have a Canadian perspective on that?

MR. CHAMBERS: I wish you hadn't said a Canadian perspective, because I have to
admit that it's a personalperspective and it probably revealsa blatant cynicism about
politicians. But I expect that the greatest measureof antipathy towards the agree-
ment from politiciansis that it lacks iron-cladprotectionof their own constituents
becausethey're their potentialelectorsthe next time we go to the polls.

2 Editor'sNote: GATTwas passedbyofficialsof 117 countriesDecember15,1993 in Geneva.
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MR. HUNTINGTON: Speaking of politics, why don't you tell us what's happening in
Canada with your election next week?

MR. CHAMBERS: I haven't the slightest idea what's happening in Canada with
respect to our election. I will tell you that it's a new world in the Canadian electoral
process. I can't recall when there were more than five candidates for office in a
federal election; usually one represented each of the three major parties and occasion-
ally there was a representative of the rhinoceros party, which was always entertain-
ing, and occasionally there was an independent candidate.

In this election, there are 11 candidates, no representative of the rhinoceros party - I
guess they figured there wasn't any further entertainment required - and only one
independent. There are ten national parties represented in my riding. That's new.
That verges on the Italian election.

MR. HUNTINGTON: We have a probable, major change of government taking place
in Canada, and it may have significant impacts on our economic relationships and
certainly on the Canadian economy.

MR. CHAMBERS: I'm not so sure that that's necessarily going to be the result. I
think the more extreme elements or the extreme voices in CanadianpolItics are less
likely to win, or certainlywin a majority. I guessthe greatest concern is that we face
a minoritygovemmant where some of the extreme voicesmay have an opportunity
to speak louderthan they would undernormal circumstances.

MR. HUNTINGTON: Carlos,how do the Mexicansfeel about RossPerot?

MR. TERROBA: We think that Ross Perot is againstour country and he reallydoesn't
know the way that we work or the way we developanything. I have some opinions
on Perot. Perot says things, but he reallydoesn't know our country. First, he is right
about some of the things, and he is completelywrong about some of them. The one
that he is fight about is that the Mexican employeesmake lessthan minimum wage
in many cases. There's an underworld that works in Mexico. Second, Americans
and Canadianshave a health system and a labor system. In Mexico it's kind of hard
to explainthat.

Perot thinks that NAFTA is not reallya free-trade agreement. He thinks that it's more
an investment agreement that will providea guaranteeto the American investors
instead of reallydevelopingenvironmentalor labor things. It will only guarantee the
invesl_ants. Maybe Canada and the UnIted States have littledifference when talking
about income and talking about taxes. There's a great difference in our country.

On the other hand, I think without NAFTA Mexico will not grow, because of the
problemscreated by the contraband and more drug dealing. Of course, the trade will
not move to the maquiladoraszone. You arethe ones that aremanufacturing cars
and that will not happen. Maybe you will lose some jobs, but on the other hand,
because we are goingto increase our power of buyingthings, you will have different
jobs and you will grow in those areas.
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We think that maybe Ross Perot is not thdlled with the Mexicans. We think he is
kind of radical. He's very funny when he acts on TV in front of the other candidates.
He sells some TV sets, but that's all.

MR. MARK A. SWANSON: Mr. Rogowsky, you alluded to the Uruguay Round a few
moments ago. I just thought I'd ask for your personal view on the prospects for
GA'I-F now that it's goingdown to the wire.

MR. ROGOWSKY: My theory is that people respond to their incentives. Economists
learn to deal with that. Every major country, especially in the Group of 7 (Great
Britain, Canada, France, Germany, Italy, Japan, U.S.) has an incentive to hit Decem-
ber 15, declare victory, and go home. I thought that they were probably close to that
until France decided that it did not want to abide by the Blair House Agreement
involving agricultural subsidies in Europe. Mickey Kantor, U.S. Trade Representative,
just the other day espoused quite a hard line about the American position of opposing
any deflection away from the Blair House Agreement, which means that they're not
going to buy off on any reduced amount of changes or reforms in European agricul-
tural subsidies. That has always been the sticking point.

I'm not sanguine about the prospects of them coming to an agreement in just two
months. I was listening to Sir Leon Britain the other day speaking about the pros-
pects for an agreement on December 15, 1993 and he is still optimistic officially, but
it isn't in his eyes. He was clear that if there isn't an agreement on December 15,
1993 he thinks that there will not be a call to come back later. He really feels that
this is going to be the one shot at it.

I can't give a very optimistic projection, and I find that distressing because it is a very
important agreement. There are many things in the agreement this time that would
be very beneficial for wodd trade in terms of steel, services, and intellectual property
rights. There's much good in there, but it's really hung up on this agricultural thing,
and I'm not really optimistic about it. I hope I'm wrong. As an economist, I should
expect to be wrong, so I'm sort of hopeful that I will be.

MR. HUNTINGTON: We have covered a wide range of topics. The North American
Free Trade Agreement is complex, and it has required a convoluted process of
negotiating. There are significantbenefits in store if it gets passed and adopted by
our three coun'cies. This presentation has given you an opportunity to hear three
distinguished panelists and their perspectives on what NAFTA is and what it might be
for the future.
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