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In the summer of 2001, family farmers and ranchers throughout North America are struggling.

During the 1993 debate over thefate of the North American Free Trade Agreement (NAFTA), Alabama
farmersand ranchers aswell asfarm communities acrosstheU.S. were promised that NAFTA would
provide accessto new export markets and thuswould findly bring alasting solution to farmers' off-and-on
struggles for economic success.

Now, seven years|ater, the evidence showstheincome of independent Alabamafarmersand national farm
income has declined, consumer prices have risen and some giant agribusinesses have regped huge profits.
Total net income for farm operationsin Alabamaincreased between 1993 and 1999 — but all of the
incomegainwasin corporatefarms, when corporateincomeincreases are e iminated farm income drops
steeply in Alabama. Total Alabama net farm income grew by 31% between 1993 and 1999 to $1.2
billion.* However, net farm income for non-corporate Alabamafarm operationsfell 74% between 1993
and 1999 from $51.4 million to $13.4 million.2 In Alabama, 2,000 farms have disappeared during the seven
yearsof NAFTA.! Nationdly, farms have disgppeared faster snce NAFTA went into effect than in years
that preceded it, but in Alabama, the number of farms grew before NAFTA was enacted but that gain was
doubly reversed inthe yearssince NAFTA. Thetotal number of Alabamafarmsgrew by 2.1%inthe
years before NAFTA (1988-1993) but fell by 4.1% after NAFTA went into effect between 1994 and
2000.3 These outcomes are defining the growing national debates over President Bush’ s proposalsto
establish Fast Track trade authority and to expand NAFTA through the Free Trade Areaof the Americas
(FTAA).

Thisreport documentsthe basisfor farmers’ concern about NAFTA and its model of export-oriented
agriculturewith agpecia Alabamasupplement which examinestheimpact of NAFTA on Alabamafarmers.
For the past seven years, thejewe of Alabama sagriculture, the state' s peanut crop, has been decimated
by NAFTA. Alabamafarmersraising beef cattle have seen prices decline since NAFTA. Alabama
Tomato acreageand priceshavedeclined sgnificantly, facing Sgnificant import competition from Mexican
tomatoes. Alabamawhesat and soybean growers aso have seen farmgate prices decline sgnificantly since
NAFTA went into effect. Alabamalumber millshavefaced unfair competition from cheap imports of
Canadian softwood lumber.

The same conditionsare plaguing farmersand ranchersthroughout the country. For the past seven years,
Midwestern and Plains states wheat farmers; ranchersin Montana, Texas and other states; vegetable,
flower and fruit growersin California; lumber mill ownersin Louisiana, Arkansas and Washington;
vegetablegrowersin Forida; chicken farmersnationwideand others have suffered declining commodity

! Alabama did not provide farm data by size of operation until 1998, so thereisno comparative data for the
national figures.
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pricesand farm income whileaflood of NAFTA imports outpaced U.S. exportsto Canadaand Mexico.

Y et it was not farmersin Mexico or Canadawho benefitted from Alabama sfarmers woes. Millions of
campes nos throughout Mexico have lost asignificant source of income and left their small corn farms.
Some became farm laborersworking in squalid conditionsfor poverty wages on large plantations growing
producefor export to the U.S. Others moved to Mexico’ s citieswhere unemployment ishigh. Canadian
grain and dairy farmers also face steeply rising debt during the NAFTA era.

And, consumers from Calgary to Chiapas have failed to see the price cuts for food promised during the
NAFTA debate. Whilethe prices paid to North America sfarmersfor beef, grains, vegetables and other
foodsfell to recordlows, the U.S. Consumer Price Index (CPI) showsthat U.S. consumer food prices
increased by almost 20% during NAFTA' sfirst sevenyears* During NAFTA’ s seven years, increases
inpricefor food eaten a homein urban areasin the South increased 20.4%, dightly higher than the national
increaseinthe CPI (whichistracked in urban areas acrossthe country). Pricesfor for food eaten a home
in citieswith fewer than 50,000 residentsin the South increased by 22.7% — or about 15% higher than the
national average.® Thisreport also documentstherisein Mexican staplefood prices, such asintortilla
prices, even as the price paid to Mexican corn farmers dropped 48%.

However, NAFTA has brought seven years of good fortuneto many of theagribusi nessesthat pressured
Washington, Ottawaand Mexico City to negotiate and ratify NAFTA's corporate- managed trade terms.
For example, Tyson Foods operatesfive chicken plantsin Alabamaand has 6,500 contractswith chicken
farm operators across the U.S., undoubtedly including the operatorsin Alabamathat supply Tyson's
plants,” which dominatetheentire processof raising and sdlling chickenslocaly to operateinternationally.®
Since NAFTA stripped away many safeguards for the folks who produce raw agricultura products,
relative power and leverage has grown for large agribusiness conglomerates to exert pressure on both
farmers and consumers.

In Washington, D.C., the Bush Administration is pushing forward with an ambitious plan to expand the
NAFTA mode throughout the hemispherethrough FTAA. President George W. Bush and hisprincipa
trade policy advisors have stated that they intend to make the debate about NAFTA expansion and Fast
Track (which they want to rename* Presidential Trade Promotion Authority”) areferendum onNAFTA.

Public Citizen agreesthat the debate over NAFTA expansion —indeed, the national conversation about
the premises and direction of U.S. trade policy — should be decided onthe basis of the redl-life results of
NAFTA and the model on which it is based.

In thisreport, we show how Alabamaindependent farmers and small and medium-sized farmers throughout

” Tyson Foods does not reveal the terms, conditions or locations of its contracts with chicken farm operators.
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the U.S., Mexico and Canada have seen agricultural prices plummet, farm incomes collapse and critica
domestic agriculture safety net programsdismantled. Internationd free trade agreements and the domestic
policieswhichfurthered implementation of the export-oriented modd, such asthe U.S. * Freedomto Farm
Act,” haveproved to benefit only thelargest agribusinesses whilethe mgjority of farmersand consumers
have lost. Our principle findings on NAFTA’simpact on key Alabama crops are these:

NAFTA has damaged Alabama’s peanut farmers NAFTA has had a disastrous impact on
peanut farmersacrossthe U.S,, including themany peanut farmersin Alabama. Alabamaisthethird largest
peanut producing stateinthe U.S.” Alabamal's Second Congressiona Didtrict ranked second in the nation
for peanut acreagein 1997.8 The peanut crop isessentia to Alabamafarms representing 70% of the states
cropincomein1998.° During the debate over NAFTA, President Clinton made explicit promisesto U.S.
peanut growersthat the Administration would use U.S. trade law to prevent Canada and Mexico from
unfairly dumping chesp peanutsintheU.S. market. The NAFTA promiselanguished unfulfilled: despitean
astounding 1400% increase in imported Mexican peanuts and a 10% increase in imported Canadian
peanuts, no effortswere ever madeto utilize U.S. tradelaw to protect domestic peanut growersfrom unfair
competition.’©

U.S. market access commitmentsin NAFTA and the globa WTO trade pact diminated the Section 22
provisonsof U.S. tradelaw that had prohibited theimportation of peanuts™ Thenew NAFTA and WTO
rules increased the permitted imports of
peanuts (at alower in-quotafixed tariff rate)

from 96,298 short tons in 1995 to 135,669 Value of Alabama Peanut Production
short tonsin 2000.2 Peanut imports abovethe $160,000

in-quota limits face stiff tariffs, but under

NAFTA and WTO the alowed in-quota $140,000 1| | 020
volumeincreaseseach year. In 2003, peanut 125 0a Lerooy
butter from Mexico will enter the U.S. duty $120,000 1 s

109.14(

free and the over-quotatariff rate will below
enough to allow increasing imports under
NAFTA.E In 2008, limits on cheaper
imported peanuts from Mexico will be
eliminated under NAFTA . *
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Increasing peanut imports caused by NAFTA
and WTO's rules requiring access into the
U.S. for for foreign peanuts have had adevastating effect on U.S. peanut farmers. SinceNAFTA andthe
WTO went into effect, the U.S. peanut surpluswith the world has declined 38% from $5.4 billion in 1995
to $3.3 billionin 2000. Under theincreasing NAFTA quotas, the import of Mexican peanuts grew
1,400% to $1.8 million between 1993 and 2000 and the import of Canadian peanuts grew 10% to $289
million.®
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Since NAFTA went into effect, the value of Alabama peanut production declined 17.6% between 1993
and 1999 — more than three times the decline in Alabama peanut production over the same period which
dropped 5.3%.%" The price Alabama peanut farmers received for their crop declined 13.0% between
1993 and 1999.%® According to 21998 Auburn University study, U.S. peanut farmers|ost $64 million
ingrossfarmincome because of cheagper imports, primarily from Canada, Mexico and Argentina by 1996.
$36 million of that U.S. gross peanut farm income losswent to foreign peanut producersand $27 million
went to U.S. peanut product manufacturers who switched to cheaper imported foreign peanuts.’® The
study further projected that peanut farmerswould | ose an additional $19 million between 1999-2002 if
market conditions remained constant. By granting even more access for imported peanutsto imports,
FTAA will only acceleratethe NAFTA damage, given that FTAA target nation, Argentina, isamajor
peanut exporter and already has rights to 80% of the U.S. import tariff-rate-quotas under the WTO.%°

NAFTA Has Been Used to Justify Shredding Farm Safety Nets for Peanut Farmers Using
NAFTA both asasdes pitch and asthepolitica instrument to force policy change, corporate and political
lobbyistsin Washington set about €liminating domestic farm programs aimed at safeguarding growers,
especialy peanut farmers. The 1996 Freedom to Farm Act, part and parcel of implementing the export-

oriented NAFTA agriculturemodd, hit peanut

growers particularly hard. The Freedom to

Peanut Commodity Prices Farm Act significantly reduced the peanut

. program safety net protections for peanut
I 23-88 — farmers that had been in place since the
£ 5900 I - Depression. The peanut program restricted
® 2800 I | L4 — /1 imports and set a poundage quota and floor
; 2700 H - L L L price for food peanuts that was adjusted
& 26.00 - — — | [ upwardsfor production cost inflation for the
2 52'88 TET T P farmers with quota rights. Peanuts grown
8 o300 LA L P P 1| outside (known as ‘ additionals') the quota
& 22.00 ‘ could be sold for $132 a ton to produce
- N T S S peanut meal or oil or sold on the world
@Q @q @Q @Q @Q \‘}Q @q q9° market. The Freedom to Farm Act reduced

Source: USDA,NASS:Track Records - U.S. Crop Production, Peanuts the peanUt qUOtaSJpport price 10(%) tO $61O
aton, reduced the total quota poundage and

eliminated the production cost adjustment.?
In 2002, U.S. peanut pricesupportsare likely

to be cut or eiminated when the Freedom to Farm Act isrevisited.

Fast Track and FTAA Will Further Threaten U.S. Alabama Peanut Farmers South American
countries now negotiating with the U.S. over termsfor an FTAA NAFTA expansion are seeking the



remova of U.S. farm supports, such asthe current peanut program. They aso demand diminatingthe U.S.
anti-dumping and countervailing duty trade laws which protect domestic farmers from unfair import
practices, such ascommodity dumping. A recent LosAngeles Timesstory nicely summarizesagricultura
export giant Brazil’ s negotiating position on FTAA: “Brazil saysit won't join hemispheric free-trade bloc
if United Stateswon't open marketsto orangejuice, seel and other imports.” Thedimination of U.S. anti-
dumping law, theremova of limitson agriculturd imports, and the elimination domestic commodity support
programs are the starting point on FTAA for Brazil, according to the article.

Thankstothethen-existing U.S. peanut program, importsof peanutsfrom South Americawere nonexistent
before 1995, the year the World Trade Organization went into effect. Then, thefirst year the U.S. was
required to accept imports of peanuts for food, peanut imports jumped to $23 million. Since 1995, peanut
importsfrom South Americahaverisen 47% to $34 million in 2000, with the U.S.-South American peanut
trade deficit rising 44% to $31 million.? U.S. total peanut imports grew 57% since 1995 to $50 millionin
2000, driving the U.S. world peanut trade surplus down 26% to $173 million from $234 millionin 1995.%
Imports from South America accounted for 69% of peanut imports into the U.S. in 2000.

If the FTAA wereto eliminate the current Tariff Rate Quota protection for domestic producers, a study
by the U.S. Department of Agriculture (USDA) of possble FTAA outcomes predictsthat a“very large
share” of the domestic peanut market would be captured by foreign peanuts and products. The USDA
reported that thiswould lead to adomestic production that would be " concentrated” in the southwestern
producing areasand explicitly would causeacontraction of productionin Georgia. Given that even USDA
is predicting that the FTAA for which President Bush is seeking Fast Track would harm U.S. peanut
producers, expect the Administration to make assorted offersto ‘help’ if there are future problems.

NAFTA Promisesto Peanut FarmersNever Materialized In 1993, then-President Clinton gave
assurances during the NAFTA debate that the government would deal with any peanut import problems
caused by NAFTA. This pledge was given to then-Representatives Glenn English (D-OK) and Bill
Sarpdius (D-TX) who were concerned that NAFTA would encourage surging peanut and peanut product
importsfrom Canada. Specificaly, President Clinton promised hewould havethe U.S. International Trade
Commission (ITC) investigate whether “importsare being or are practically certainto beimported into the
United Statesunder such conditions, and in such quantitiesto interfere with, the peanut program of the
Department of Agriculture” But aswith an array of NAFTA “side’ promises and dedl s that were not part
of thecore NAFTA text, thispromise never cametofruition. ThesStuation for American peanut producers
has gotten worse because of NAFTA and other trade deals. Indeed, thanksto NAFTA, importation of
Canadian peanut paste, madefrom some of the 11 milliontonsof peanutsgrownin China, is“expanding,”
says the National Peanut Growers Group.

Although there have been hundreds of countervailing duty and import surgeinvestigations performed by
the ITC since 1993, when President Clinton promised that any adverse effects of NAFTA on peanut
importswould be examined, no peanut investigation was ever performed. (There have been investigations
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of auminum horseshoes, bicycle speedometers, and kiwi fruits,) Accordingto anlTC commodity andyst,
apeanut report wasinitiated by the I TC before 1997, but then it was suspended at the request of President
Clinton beforethe I TC could issue afina report or make recommendations. Given Argentinaisamajor
peanut producer, expanding additiona NAFTA import rightsto Argentinaand 30 more countrieswill only
exacerbate the dire situation for U.S. peanut growers.

Farmers Raising Cattle in Alabama Have Faced New Difficulties Under NAFTA NAFTA
aready hashad adamaging effect on U.S. ranchersand FTAA which would expand NAFTA tothehuge
beef exporting nations of South Americawould only increasethe problem. The number of Alabamafarms
raising cattledeclined 17.9% between 1993 and 1999.% Agribusinesses took advantage of NAFTA to
investin Mexico'slow-wage, minimal regulatory environment. For instance, afew months after Congress
extended Fast Track powersto the elder Presdent Bushin 1991 to negotiate NAFTA, Cargill Corporation
purchased a beef and chicken production plant in Saltillo, Mexico, thus a so securing accessto lower
wages and regulatory standards.?

NAFTA Expansion Will Place Added
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Alabama Beef Cattle Farmgate Prices Burden on Alabama Farmers Raising
(dollars per hundredweight) Beef Cattle
In 1995, the U.S. had atrade surpluswith the
world in cattle and beef sectors’ of $21
R million. By 1999, that surplus had become a
e R $152 million deficit. A large share of that
- beef deficitiswith the very nationsthat would
"""" comprise President Bush's proposed FTAA
B NAFTA expansion — such as Brazil and
———————— Argentina. The U.S. beef trade deficit with
L Argentina has been more than $100 million
,,,,,,,, every year for the past ten years. The U.S.
beef deficit with Brazil has grown 1400%
since 1991, from $6 million to $91 million.
Accordingtothe USDA, the U.S. beef deficit
with Uruguay has increased by 75% since
1991 from $26 millionin 1991 to $46 millionin 2000. Increased beef importsto the U.S. have contributed
to the decline in beef cattle prices. The price Alabama farmers received for beef cattle fell by 13.0%
between 1993 and 1999. Despite the 38.9% increase in Alabama marketings of cattle (deliveriesto
market) between 1993 and 1999, cash receiptsfor these marketed cattle grew lessthan half as quickly
(19.8%) over the same period.?’
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If Congressgrants President Bush Fast Track for FTAA, these Alabamafarmersraising cattlewould face



stiffer competition fromimportsbut would not gainin Latin American and Caribbean export marketsfor
Alabamabeef. The proposed FTAA would grant foreign producersnew import rightsintotheplum U.S.
consumer market. However, since many of these countriesaready have lower-than-NAFTA trade barriers
for U.S. goods and because production is chegper because of 1ax environmenta and food safety regulation
and cheap labor, U.S. ranchers will not see greater beef exports to Latin America and the Caribbean.

Furthermore, on average South America already

haslower averagetariffson meats (38%) than the FTAA Beef and Veal Trade Balance

EU (70%). Ten FTAA countries, including some of

the largest markets, currently have lower applied =TT

agriculturd tariffs (actua annud averagetariffs) than 100,000 «H» el
NAFTA partner Mexico — meaning that U.S. 790,000

farmers are not finding export markets in these
countries even while tariff rates there are already
lower than the NAFTA level.
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Meanwhile, even before the additional FTAA
accessto U.S. market, imports are soaring and the -600,000
oversupply is dropping prices. A 2000 study of
feedlot and retail pricesfor beef found that an East
Texasfeedlot sold a1,000 pound choice steer for
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Source: FATUS Beef and Veal Trade Data

$620. However, by thetimethe meat wassoldin

the supermarket, it cost consumerstheequivaent of

$1,697 per steer — nearly three times the price the feedlot received which itsdf was greater than the price
the rancher obtained from thefeediot. FTAA nations Brazil, Argentinaand Uruguay are mgjor low-priced
beef exporters. For example, although the average price per pound of beef imported into the U.S. was
$1.07in 2000, beef from Brazil cost 97¢ per pound and had declined by 22% since 1993 compared to
the 3.5% decline in average beef import prices. Expanding the NAFTA model to South Americawould
not benefit U.S. beef and cattle ranchers, instead it would flood the U.S. market with more imports.

NAFTA Encourages Consolidation at Expense of Alabama Far mersRaising Beef Cattle While
independent farmers have failed to see the promised price cutsfor food, NAFTA and other free trade
agreements have been good newsfor the large agribusinesses that pressured Washington for NAFTA and
now are pushing Fast Track for FTAA. With the safeguardsfor the people who actualy produced the raw
agricultura products stripped away, therel ative power and leverage of agribusiness conglomeratesto exert
pressure on both farmers and consumerswasincreased. Many agribusiness concerns operating in North
America took advantage of the new rights of market access for agricultural products (and actual
reguirements to import agriculture products) and NAFTA’ s new investor protections and began rapid
consolidation, moved plants to Mexico or both.
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Thegrowing concentration in thefood industry a so has significant implications when considering the
proposed FTAA-NAFTA expansion. Tyson Foods already has operations, either directly or through its
subsidiaries, in Mexico, Brazil, Argentinaand Venezuela. In December 2000, Tyson Foods, the country’s
largest poultry producer, and meetpacker IBP, the nation’ slargest beef packer, announced amerger which
would createtheworld’ slargest marketer of beef, pork and chicken. Inthe U.S., the merged entity would
control 30% of the beef market By 2000, the top four U.S. cattle processors controlled 80% of the U.S.
market (double the market share of the top four in 1980).

Alabama Soy Growers Face Growing Competition NAFTA dready has had adamaging effect
on sy farmers— FTAA which would include soy export powerhouses Brazil and Argentinawould only
acceleratethe NAFTA problems. Already soy commodity prices have plummeted in the U.S. market,
which hasbeen glutted by imports. Even though the volume of U.S. soybean exportsincreased 16%, the
total U.S. soybean crop value declined 2% becausethe per-bushel price farmersare paid for soybeans
fell by 15%. Alabama soybean prices have declined 28.1% between 1993 and 1999.% Although the
production of soybeansin Alabama declined 54.8% between 1993 and 1999, the value of Alabama soy
productionfell by 67.8% over the same period.?® Between 1996 and 2000, the $1.6 million soy surplus
with Argentinahad turned into a$2.8 million deficit. Over the same period, the $53 million surpluswith
Brazil became an $843,000 deficit as exports were increasingly overwhelmed by competitive imports.

Alabama Farmgate Soybean Prices U.S. Soybean growers are increas ngly aa
$8.00 (dollars per bushel) competitive disadvantage: |owan growers must
- spend $1.50 more than their Brazilian
$7.00 ' o counterparts to produce abushel of soy — 20%
' | more. They aso must pay $2.38 per bushel more
EE R B B — for farmland, according to an lowa State
sort -t 1ttt University study. Over the last five years, the
B O e U.S.’ share of world soybean exports has fallen
B I I A B B e 27%, to about 53% of the globa market while
S e e I e e e e e e Brazil has more than doubled its share of the
B I I ! I B I R e world market, reports the New York Times (Jul.
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Many agribusiness concerns operating in North
Americatook advantage of NAFTA’snew rightsof market accessfor agricultural productsintothe U.S.
(and actud requirementstoimport agriculture products) and NAFTA’ snew investor protectionsand began
rapid consolidation, moved plantsto Mexico or both. Cargill subsidiary, Cargill de Mexico, hasinvested
$184millioninfacilitiesin Mexico, including avegetableail refinery and a$30 million soybean processing
plant built in 1997 in Tula, Hidalgo.



FTAA Will Expand NAFTA’sAttack on Alabama’s Soy Farmers If Congress passes Fast Track
for FTAA, Alabamasoy growerswill face stiffer competition for export marketsfrom soy growersin Brazil
and Argentina. Already, Brazilian soy isdisplacing U.S. export opportunities abroad. Worldwide, U.S.
exports, after rising 40% to $10.0 billion between 1995 and 1997, are down 32% $6.8 billion in 2000
from the 1997 peak. Over the same periods of time, exportsto the Caribbean, after rising 23%to $171
million, are down 24% to $130 million. Exportsto South America, after rising 226% to $698 million, are
down 76% to $164 million. Soy can be produced more chegply in other countries. Even beforean FTAA
might grant new import rightsinto the plum U.S. consumer market, Archer Daniels Midland and others
haveinvested heavily in Brazil and e sawhereto expand soybean operationsto reduce costs of production,
reports the New York Times.

NAFTA Has Hurt Alabama Wheat Farmers Granting President Bush Fast Track to expand
NAFTA will likely have a devastating effect on wheat growers. Although the U.S. is a major wheat
producer, the promised jump in U.S. wheat exports never materiaized under NAFTA. Ingtead, during the
period of NAFTA, U.S. farmers have seen aflood of imported Canadian wheat enter the U.S. Since
1995, the price paid to U.S. farmers has dropped 42%. After NAFTA went into effect, the value of
Alabama s wheat crop plummeted six times faster than the declinein Alabama’ s wheat production.
Alabamaproduced 5.2% lesswheat in 1999 than in 1994, but the value of Alabama swheat crop fell by
30.0% over the same period.* Between 1994 and 1999, farmgate prices for Alabama wheat fell by
26.2%.% Thegrain and cerealssurplushasdid by athird since 1995. Theflood of importsinto the U.S.
has driven down U.S. domestic wheat prices. Meanwhile, according to U.S. International Trade
Commission (U.S. ITC), thevaue of U.S. cerea and grain exports declined by 31% between 1995 and
1999 and the share of production going to exportsfell by 17%. Expanding NAFTA could intensify the
injury to U.S. wheat farmers becausethe FTAA would include the South American breadbasket wheat
exporterssuch asArgentina, Brazil and Uruguay. Wheet importsfrom South Americagrew by 309% since
the WTO went into effect in 1995. Over the same period the U.S. wheat trade surpluswith South America
declined by 55%, falling from a $502 million surplus in 1995 to a $224 million surplusin 2000.

FTAA Will Accelerate NAFTA Devastation on Wheat Farmers NAFTA has aready had a
devastating effect on U.S. wheat farmers. Between the 1994-1995 growing season and the 1999-2000
season, the volume of U.S. wheat exports declined by 8% and prices dropped 28%. The price paid U.S.
farmers per bushel of wheat declined 42% between 1995 and 2000. According to the Farm and
Agriculture Policy Research Ingtitute, the mgjority of the representative wheet farms are projected to be
in poor financia condition by 2005, including 60% of wheat farms. According to the USDA,, inflation-
adjusted grossfarm income per acrefor wheat i s projected to decline 15.7% from the 1990-1995 average
to 2000. And all of these predictions do not even factor in the expanded imports to the U.S. that an
FTAA would bring. If Congress grants President Bush Fast Track for FTAA, U.S. farmerswould face
differ competition fromimportsbut would not gain in Latin American and Caribbean export markets. The
proposed FTAA would grant foreign producers new import rightsinto the plum U.S. consumer market.
However, since many of these countries aready have lower-than-NAFTA trade barriersfor U.S. goods
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and because production is cheaper because of lax environmental and food safety regulation and cheap
[abor, U.S. farmerswill not see greater whesat exportsto Latin Americaand the Caribbean. The U.S. wheat
trade balancewith FTAA countries hasdeclined sincethe WTO went into effect, falling 38% since 1995
from a $665 millions surplus to a $409 million surplus.

NAFTA Encourages Consolidation a Expense of Wheat Farmers. Whileindependent farmershavefaced

faling farmincomesandincreased importsand consumersfail ed obtain the promised price cutsfor food,

NAFTA and other freetrade agreements have

U.S. NAFTA Vegetable Trade Balance been gOOd news for some Iarge

(in thousands) agribusinesses. By 2000, thelargest fivegrain

trading companiescontrolled three-quarters of
the world' s cereal commodity market.*
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NAFTA Has Devastated Alabama
Vegetable Farms NAFTA has aready
had a devastating effect on U.S. vegetable
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legumes, frozen vegeables, processed vegetables, dried vegetables and arrowroot; prepared by Public Citzen. trade deﬂ C|t gre’v from $438 ml | | | On to a

deficit of more than $1 hillion. Over the same
period, thefresh, chilled and frozen vegetables
industry lost 14% of its establishments and 11% of itsworkers. In 1993, the California Tomato Board
reported that “ growers see exports to Mexico increasing from 7,000 metric tons this year to 17,000 tons
by 1995.” Y et, NAFTA’ sredlity was quite contrary to what NAFTA’ s proponents predicted. Ina1995
interview, aTomato Board representative said, “NAFTA hosed us! 1995 exports are down 90 percent
fromthisperiodlast year. Wedid not have problemsbefore NAFTA. NAFTA isnot worth writing home
about.” Harvested tomato acreagein Alabamahasbeen cut in half snceNAFTA went into effect — fdling
to 1,600 acresin 1999 from 3,200 acresin 1993.3 Over the same period, the Alabamatomato crop value
has fallen by 66.3%.

Inexchangefor supporting NAFTA, theFl oridacongress ond del egation obtained theinsertion of language
into NAFTA’simplementation language to safeguard winter vegetables, especialy peppersand tomatoes,
againgt import surges from Mexico. Although the U.S. Internationa Trade Commission (U.S. ITC) has
performed therequired annud reviews, eech year the U.S. I TC merdly hasdocumented the overwhel mingly
negative impact that Mexican imports have had on domestic farmers, but then decided to take no action
to protect the domestic producers.

If President Bush obtainsfast track to negotiatean FTAA NAFTA expansion, it would mean that Alabama
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producers would face more imports from Chile, aworld-class producer of fruits and vegetables that
compete directly with produce grown in the U.S. However, Chil€ s produce can be sold at lower prices
because labor there is cheap and pesticide and worker safety rules are nearly non-existent. Granting
President Bush Fast Track to expand NAFTA could further devastate fruit and vegetable growers.
Anticipating the benefits to be gained from NAFTA’s passage in 1993, Green Giant, asubsidiary of
agribusnessgiant Pillsbury, moved itsfrozen food processing plant from Watsonville, Cdifornia, to Mexico.
The move meant cheaper wages and minimal food safety controls and thanksto NAFTA, the company
could return thefood for saleto U.S. consumer with no tariff. President Bush seeksto expand NAFTA
to dl of South and Central Americaand the Caribbean. NAFTA has dready had a devastating effect on
U.S. vegetable growers. FTAA will only accelerate the NAFTA devadtation. Between 1995 and 1999,
thefresh, chilled, and frozen vegetablestrade deficit grew from $438 million to adeficit of morethan $1
billion. Over the same period, the fresh, chilled, and frozen vegetables industry lost 14% of its
establishments and 11% of its workers.

Alabama’s African American Vegetable Farmers Devastated

NAFTA has had a severe impact on African American farmersin Alabamaand acrossthe U.S. The
Federation of Southern Cooperatives, a 34-year old African American farm and rural community
organization, contendsthat NAFTA’ simpact on African American farmersiscomparableto the decades
of ingtitutional discrimination at the U.S. Department of Agriculture.® Many African American farmers
have switched from growing commodities such as cotton and corn to growing vegetable produce for both
large commercial marketsin the U.S. and local community farmers markets.®*® Two of Alabama's
Congressiond districts have more African American farmers than 95% of the U.S. Congress (the seventh
district covering Choktaw, Dalas, Greene, Hale, Lowendes, Marengo, Perry, Sumter, Wilcox and parts
of Jefferson, Montgomery and Tuscal oosa counties; and the second district covering Autauga, Barbour,
Bullock, Butler, Conecuh, Covington, Crenshaw, Dale, ElImore, Geneva, Henry, Houston and part of
Montgomery counties).®®

Public Citizen’sprinciplefindingson NAFTA’simpactson agricultural communitiesin Alabama
and throughout the U.S,, Canada and Mexico arethese (for amoredetailed analysis of national-
level data, please see Down on the Farm: NAFTA's Seven-Years War on Farmers and Ranchers
inthe U.S, Canada and Mexico - Dwindling Incomes for Small Rural Farmersinthe U.S,, Mexico
and Canada; Lost Farmsand Rural Crisisis NAFTA's legacy at www.tradewatch.org.):

The U.S. Agricultural Trade Surplus Has Shrunk Under NAFTA The U.S. trade surplus
inagricultural products, which once was the flagship of U.S. exports, has declined significantly since
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NAFTA went into effect, and that trend is most profound with NAFTA partners Canada and Mexico.

C Whilethe U.S. world trade surplusin agricultura productsdeclined 29.6% during seven years of
NAFTA, the U.S. NAFTA trade surplus in agricultural products declined 71%.%

C The U.S. agricultura trade surplus with Mexico and Canadaincreased before NAFTA by $203
million (between 1991 and 1994) but fell by $1.498 billion under NAFTA.*

This declining trade balance is caused because U.S. exportsto Canadaand Mexico have grown modestly,
whileimportsto the United States from those countries have grown much faster. In 1989, competitive
imports (those that replace crops grown inthe U.S.) were 38% of U.S. export levelsand 71% of all U.S.
agricultura imports.* Based on preliminary 2000 data, competitiveimportswere 60% of U.S. export sdles
and represented 80% of all U.S. agricultural imports.*

Thevaunted promisesof new NAFTA export marketsfor U.S. farm productshaveproven tobe
aselusveasNAFTA proponents promisesof new U.S. manufacturing jobs created by exports
to M exico. Between the 1994-1995 growing season and the 1999-2000 season:

C even though the volume of soybean exports increased 16%, between 1994 and 1999, the
Alabama soybean crop value declined 65% even though soybean production in Alabamaonly
declined by 19%.** Alabama s soybean growers— representing 3% of Alabama s crop receipts
in 1999 — were more effected than average U.S. growerswhosetotal U.S. soybean crop value
gtill declined by 2% because the per-bushel price fell by 15%.%

C in Alabama, cotton production — representing 25% of Alabama’s crop receiptsin 1999 —
declined 14% and farmgate cotton pricesfell by 31%, but total value of the cotton producedin
Alabamadeclined by 40%.* Nationally, the volume of cotton exportsfell by 28% and prices
plunged 38%.

C the volume of U.S. wheat exports declined by 8% and Alabama’ s farmgate prices for wheat
declined 26% between 1994 and 1999 comparabletothe national wheat price decline of 28%.%

C Alabama scor n production declined 18% between 1994 and 1999, farmgate pricesfell 12% and
Alabama s corn crop valuefdl by 27%.% U.S. corn export volume fell by 11% and pricesfell by
20%.

The most congistent growth market for U.S. farmers has been the domestic consumer market. However,
NAFTA provided guarantees of market accessfor agriculture products— even when domestic production
meets domestic needs— so that U.S. farmers are now competing for the U.S. domestic market against
anew flood of NAFTA imports. Theresult has been declining trade balances during the period of NAFTA
for an array of commaodities, including many that are important crops for Alabama farmers.
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Meanwhile, athoughtheU.S. overall NAFTA agricultural balancedeclined significantly snce NAFTA,
U.S. agribusinesses dumping of corn and other grains put Mexican peasant farmers at a devastating
disadvantage. In contrast, in Canada, agricultura exportsgrew and the Canadian agriculturetrade surplus
grew sinceNAFTA wasenacted. However, despitethe growing agriculturetrade surplus, farm incomes
in Canada have declined and farm debt hasrisen sharply. The Canadian Nationa Farmers Union explains
that replacing consumption of domestically grown food with imported agricultura products has subjected
Canadian farmerstothelow pricesand high volatility of export markets, evenif the net agricultural trade
bal ance remains positive and grows.

Agriculture Prices and Farm Incomes Have Collapsed Since NAFTA (pp. 13-15)
Atthesametimethat U.S. agricultural trade surpluseswith NAFTA partnersdwindled to ever smaller
surpluses and even deficits for two years, prices paid to farmers for agriculture commaodities collapsed.

Growing importsrequired under NAFTA have resulted in excesssupply and sharply declining commodity
prices. Between 1995 and 2000, the bushd pricereceived by U.S. farmers declined 33% for corn, 42%
for wheat, 34% for soybeans and 42% for rice.*® AccordingtotheU.S. ITC, thevalueof U.S. cereal
and grain expor tsdeclined by 31% between 1995 and 1999 and the share of production going to exports
fell by 17%.* Thevalueof U.S. oilseed exports declined 16% and the share of production going to
exports fell by 15% between 1995 and 1999.%

Theresult of theNAFTA agriculturemode hasbeen dwindling farm incomesfor small farmersindl three
countries.

U.S. Farm Income: In Alabama, 2,000 farms have disappeared during the seven yearsof NAFTA.”
Nationaly, farms have disappeared faster snce NAFTA went into effect than in yearsthat preceded it, but
in Alabama, the number of farms grew before NAFTA was enacted but that gain was doubly reversedin
theyearssnceNAFTA. Thetota number of Alabamafarmsgrew by 2.1% intheyearsbefore NAFTA
(1988-1993) but fell by 4.1% after NAFTA went into effect between 1994 and 2000.#° Nationally,
33,000 farmswith under $100,000 annual income have disappeared since NAFTA went into effect.® This
isarate Six times steeper than the pre-NAFTA period. Total net incomefor farm operationsin Alabama
increased between 1993 and 1999 — but dl of the income gain wasin corporate farms, when corporate
incomeincreases are eliminated farm income drops steeply in Alabama. Totad Alabamanet farm income
grew by 31% between 1993 and 1999 to $1.2 billion.>* However, net farm income for non-corporate
Alabamafarm operationsfell 74% between 1993 and 1999 from $51.4 millionto $13.4 million.* Inthe
U.S., farm income is projected to decline 9% between 2000 and 2001 — from $45.4 billion to $41.3
billionin2001.% Thiscomparesto annual farmincome of $59 billion before NAFTA went into effect in
1993 — a43% drop compared to the 2001 farm income projected by the Farm and Agriculture Policy

" Alabama did not provide farm data by size of operation until 1998, so thereis no comparative data for the
national figures.
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Research I nstitute.>

Mexican Farm Income: NAFTA-required changes have resulted in literally millions of Mexican
peasant farmers leaving their smal farms and their livelihoods and being forced to migrate. Projections
range up to 15 million displaced Mexican small farmers because of NAFTA’ sagriculture provisions. At
the start of NAFTA, more than one quarter of Mexican workers were employed in agricultura
production.®Whileoverall popul ation growthin Mexico over the past decadewas 20%, rural population
growth is now 6% while urban popul ation growth is 44%, showing atrend of displaced farmers migrating
to Mexico' s cities, where unemployment rates are high, or to the north.

Canadian Farm Income: While Canada sSNAFTA agricultural exportsgrew by C$6 billion between
1993 and 1999, net farm income declined by C$600 million over the same period instead of rising by $1.4
billion as Agri-Food Canada had predicted.® SinceNAFTA, therate of Canadian farm bankruptciesand
delinquent loansis five times that before NAFTA, even as Canadian agricultural exports doubled.>
Dropping prices meant that in Canada, farmers' net incomes declined 19% between 1989 and 1999,
athough Canadian agricultural exports doubled during that period *.

NAFTA Has Been Used to Justify Shredding Farm Safety Nets

In Alabama, theimpact of the elimination of farm safeguardsin the Freedom to Farm Act had an impact
on producers of cotton, soybeans and peanuts (by themselves responsible for 46% of the state’ s crop
receiptsin 1999) aswell as other commoditiesincluding Alabamacorn, cotton, wheat and soy. Whenred
grain pricesfel by asmuch as 20% in 1998 — after being depressed by half between 1978 and 1997 —
farmersfaced the crud redlity that the twin policies of free trade and dimination of domestic farm policies
effectively would hand the entirefood production and distribution sectors over to the agribusinesseswho
had pushed these trade and farm policies.

Ironicaly, to counteract the failure of NAFTA and the same farm deregul ation policies embodied in the
Freedom to Farm Act, Congress has had to appropriate emergency farm supports — in massive farm
bailout bills— every year since the legidlation went into effect.

NAFTA'’ sruleempoweringinvestors, guarantee ng graintradersaccessrightsand constraining government
regulatory action has set up arace to the bottom in farm income, wages and sanitary and environmenta
standards. For instance, aquantity of the huge new NAFTA flood of tomatoes and peppers which are
harming Alabama farmers are coming from transnational agribusinesses which relocated production to
Mexico to access $3.60/day rurd labor, exploit the use pesticidesbanned in the U.S. and enjoy unlimited
duty-free accessback intothe U.S. consumer market. Lax Mexican labor law enforcement al so means
the Mexican operationsare not required to invest in worker safety or sanitation. Theresult isthat Mexican
farm workers are being exposed to toxic pesticides and squalid work conditions. Meanwhile, the food
produced under such conditions runs a greater risk of contamination and poses increased risk to
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consumers. In 1998, contaminated strawberrieswereimported from Mexico, causing amassive hepatitis
outbreak among Michigan school children eating theberriesin school lunches® In 2001, two peopledied
from salmonellaafter being infected by cantal oupe from Mexico which could have been contaminated
through unsanitary working conditionssuch asalack of bathroomsand hand washing facilitieson Mexican
farms.®

The Record of Food Fights Under NAFTA

A review of the agricultural trade disputesthat have occurred during NAFTA revealsthat many of the
commodity constituenciesthat were supposed to have benefitted under NAFTA have, infact, found their
legitimate expectations subordinated to NAFTA’ sunfortunate redity. Thestudy includesadetailed review
of the U.S.-Canada softwood lumber fights and an array of other casesincluding:

C Softwood Lumber. A long-standing trade dispute with Canadaover timber policieswhich
make Canadian softwood lumber considerably cheaper than similar U.S. lumber. So far, 160
lumbermillsin the U.S. have been shuttered because of chegp Canadian imports, including onein
Mobile, Alabama.®!

C The Endless Durum Wheat Fight and the Canadian Wheat Board Battles. A series
of ongoing trade disputes over U.S.-Canadawheat trade have failed to remedy the pre-NAFTA
or post-NAFTA problems for U.S. wheat farmers.

C Peppers. Floridaand Cdiforniabell pepper farmersand New Mexican chilepepper famersaso
are facing aflood of cheap chile pepper imports from Mexico, depressing prices and putting
farmersout of business. To date, athough the U.S. ITC has produced reports on the increasing
importation of peppersintotheU.S,, required under NAFTA’ simplementing legidation, it hasnot
recommended any actions to protect bel eaguered domestic growers.

C Tomatoes. Withinthefirst two yearsof NAFTA’ senactment, haf of Alabama stomato acreage
and two thirds of Florida's tomato production was eliminated. Again, the U.S. ITC has
recommended no import surge protection or other safeguards.

C Sugar from Mexico; U.S. High Fructose Corn Syrup The U.S. and Mexico have been
locked in adispute over the amount of sugar the U.S. isrequired to import under NAFTA. The
victimsof thisdispute are sugar beet growersin Colorado, Wyoming, Idaho, Michigan, Texas,
Minnesota, Montana, Nebraska, New Mexico, North Dakota, Ohio, Oregon, California and
Washington.

FTAA Will Expand NAFTA'’s Attack on Farmers
Finaly, the report reviews data on farmers prospects under the proposed FTAA. According to a
comprehensve 1998 andysisof FTAA by theU.S. Department of Agriculture, FTAA will haveaminima
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positiveimpact on farm incomesinthe U.S. a best. Thereport aso found that FTAA would increase the
U.S. agricultural trade deficit with FTAA countries.® The USDA estimatesthat FTAA would increase
agricultural importsinto the U.S. by 3%, but increase U.S. agricultural exports by only 1%.%

FTAA would open U.S. marketsto South American agricultural export giants such asBrazil, Argentina,
Chile and Uruguay. However, FTAA would not offer significant new export opportunities for U.S.
producers. Thisisbecause many of the FTAA countriesadready havelower than NAFTA-leve agriculture
tariffs, yet the U.S. has no export markets there becalise competitive goods can be produced more chesply
thaninthe U.S.

Accordingto USDA, the U.S. already hasan agricultural trade deficit withinthe FTAA region of $2.6
billionin 2000.** The USDA found that the FTAA would increasetheregional U.S. agricultural trade
deficit by $250 million — an 18% increase. Updated 2000 USDA figureson FTAA show that if the
FTAA wereimplemented, the U.S. agricultural trade deficit with the FTAA countrieswould grow by 1%
for thefirst five years, 2% for the next 10 and then keep increasing.

Oddly, both of USDA’scomprehensive FTAA andyses are noticeably silent onthe potentially devastating
impact the FTAA could have on fruit and vegetable growers, given that Chile is aworld-class producer
of fruitsand vegetablesthat competedirectly with producegrownintheU.S. (Only orangejuiceisnoted
by USDA, which reportsthat imports of Brazilian orange juice would increase steeply, wiping out U.S.
production.) An array of U.S. commodities would be hurt if FTAA went into effect.

Conclusions and Recommendations

Giventhe NAFTA models’ negative track record for farmers and consumersin the three NAFTA
countries, growing opposition nationwideto the notion of expanding NAFTA through the proposed Free
Trade Areaof the Americasisnot surprising. The seven-year record of NAFTA on agriculture setsthe
context for theincreasingly heated debate about the demand by the Bush Administration that Congress
delegate away its constitutionally designated authority to set U.S. trade policy by granting the
Administration multi-year Fast Track trade authority.

The Administration arguesthat Fast Track isnecessary for the U.S. to successfully negotiate and approve
trade agreements. Y et although hundreds of trade pacts were implemented since Fast Track's 1974
inception, Fast Track has been used only five times. According to the Office of the United States Trade
Representative, nearly 300 separate trade agreements were negotiated by the Clinton Administration.

At thelast House Agriculture Committee hearing on trade, U.S. Commerce Secretary Evans could not

nameasingle country that refused to negotiate with the U.S. because of the absence of Fast Track. Evans
admitted that several additiond Latin American countries aready have approached the U.S. to negotiate
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bilateral FTAsevenwithout Fast Track. Given that these countriesjoin alist that includes Singapore, New
Zedland and others, the issue seemsto be ashortage of U.S. negotiatorsto work with al of the countries
seeking deals, not alack of Fast Track keeping away new potential trade partners.

The only way to ensurethat U.S. trade policy suitsthe broad needs of U.S. farmers and consumersisfor
Congress and the public to play amore prominent and continual rolein the entire policy process-- from
setting the U.S. agendato sel ecting appropriate prospective trade partnerswith whom to negotiating to
ensuring the negotiations are obtaining U.S. goas and then to guaranteeing that only agreementsthat meet
U.S. godsare gpproved and implemented. Thislevel of involvement and oversightisimpossible under the
Fast Track process. The national report also lists the principles of afair agriculture trade policy.
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