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Executive Summary


The Association of American Chambers of Commerce in Latin America, the U.S. Section of the Brazil-U.S. Business Council, and the U.S. Chamber of Commerce welcome this opportunity to present our views on the emerging Free Trade Area of the Americas (FTAA).  We strongly support free trade in the hemisphere, and we have regularly provided substantive comments and recommendations to the Americas Business Fora and to the trade ministers.

The basic rationale for the FTAA is as strong as ever: hemispheric free trade will foster economic growth and rising incomes throughout the hemisphere.  In fact, as a spiderweb of free-trade agreements has emerged in the hemisphere during the 1990s, the economic argument in favor of the FTAA has been strengthened.  These new accords raise questions about whether the hemisphere is seeing more “trade diversion” than “trade creation.”  A hemispheric free-trade agreement would eliminate these concerns.

To bring the nations of the hemisphere the full benefits of the FTAA as expeditiously as possible, we offer to following recommendations to the negotiating groups:

· Market Access: The FTAA negotiations should strive for the earliest possible removal of all tariff and non-tariff trade barriers. 

· Agriculture: We recommend that the negotiating countries declare the hemisphere a subsidy-free zone, with all countries in the region pledging to neither extend subsidies on their own exports, nor to admit subsidized imports from outside the region.

· Services: We urge the negotiators adopt the U.S. government’s “round two” business facilitation proposals numbered 1-4.

· Intellectual Property Rights: We urge the negotiators adopt the U.S. government’s “round two” business facilitation proposals numbered 7-10.

· Subsidies, Antidumping and Countervailing Duties: We urge the negotiators to eliminate trade-distorting subsidies within the region and to ensure that that antidumping and countervailing duty regulations conform to clear and transparent standards.

· Competition Policy: The FTAA should mandate that member countries apply strong national competition policies.

· Government Procurement: The FTAA should remove domestic preferences and requirements in government procurement, which limit the ability of governments to make the most efficient use of fiscal resources.  We urge the negotiators adopt the U.S. government’s “round two” business facilitation proposals numbered 13-16.

· Dispute Settlement: We urge the negotiators adopt the U.S. government’s “round two” business facilitation proposal number 12.

In addition to these specific recommendations, our submission includes three general recommendations.  First, we urge the 34 governments participating in the FTAA process to make the private sector a full partner the negotiations.  We applaud the recent decision of the Trade Negotiations Committee (TNC) to post on the official FTAA Web site an official checklist on implementation of the business facilitation measures approved at the Toronto FTAA Ministerial in November 1999.  The checklist indicates whether and how the 34 governments have implemented the eight customs-related business facilitation measures agreed in Toronto.  

We call on the 34 governments to build upon this decision and make a more concerted effort to engage the private sector in the negotiations.  We urge the negotiators to post summaries of draft texts on the Internet from time to time or find other ways to involve the private sector.  

As our second general recommendation, we wish to register our opposition to efforts to link trade policy to rules on labor conditions and environmental protection.  Nearly all economists agree that free trade raises incomes, and higher incomes lead in turn to improvements in labor and environmental standards.  

Efforts to block trade liberalization in the interest of promoting labor or environmental standards fly in the face of these facts.  All too often, calls for trade-linked mechanisms to enforce labor and environmental standards are simply protectionism by another name.  In fact, advocates of labor and environmental standards often seek to impose constraints in the very areas where Latin America’s economies are at their most competitive.  

Improving labor conditions and environmental protection is important, and we advocate serious discussions in international fora on how to address these vital concerns.  But trade liberalization is inherently beneficial to workers and the environment, and trade agreements should not be contingent upon labor or environmental standards.


Finally, we urge the 34 FTAA participants to expedite the negotiations.  The TNC is apparently making good progress in preparing the bracketed text that will serve as the first draft of the FTAA.  In light of this progress, the 2005 deadline seems needlessly distant.  In the wake of the Buenos Aires FTAA Ministerial in April 2001, the remaining work will be largely a matter of political will.  This being the case, the FTAA could surely be completed in 2002.


We therefore recommend that the trade ministers establish a new deadline of December 31, 2002, to complete the text of the FTAA.  Two years is sufficient time to make the political decisions that will form the basis of an agreement, and ratification of the agreement by the hemisphere’s governments can still be completed well before the 2005 deadline.  Free trade will bring substantial benefits to all of the countries of the hemisphere.  We should seize these benefits without delay.

Response to the “Open Invitation to Civil Society”

issued by the Committee of Government Representatives

on the Participation of Civil Society

in the Free Trade Area of the Americas (FTAA)


The Association of American Chambers of Commerce in Latin America, the U.S. Section of the Brazil-U.S. Business Council, and the U.S. Chamber of Commerce welcome this opportunity to present our views on the emerging Free Trade Area of the Americas (FTAA).  We strongly support free trade in the hemisphere, and we have regularly provided substantive comments and recommendations to the Americas Business Fora and to the trade ministers.

Rationale for the FTAA

The basic rationale for the FTAA is as strong as ever: hemispheric free trade will foster economic growth and rising incomes throughout the hemisphere.  The move to free trade provides an opportunity to re-energize the reform process at a hemispheric level and reaffirm a shared commitment to the market-opening policies that create the conditions for growth.  At its heart, the FTAA is an embodiment of what governments throughout the hemisphere have advocated for more than a decade — the elimination of government impediments to economic activity so as to spur growth, thereby raising living standards from Alaska to Argentina.

Recent developments have made completion of the FTAA more urgent than ever.  While different interest groups in the United States have bickered about the need for fast-track trade negotiating authority, many hemispheric nations spent the 1990s weaving a spiderweb of free-trade agreements.  These accords are boosting trade throughout the Americas, but they raise questions about whether the hemisphere is seeing more “trade diversion” than “trade creation.”

According to the Organization of American States, Western Hemisphere nations have established four customs unions, 12 free-trade agreements, and 19 other major agreements reducing trade barriers.  At least half a dozen more such agreements are being negotiated, including a South American free-trade agreement and another accord joining Mexico and Mercosur, the hemisphere’s largest customs union.
Economists explain that trade diversion occurs when a country opens its market to one or several of its trading partners but not to all.  As a result, when consumers seek out the least expensive imports, they may be choosing goods or services made by relatively inefficient producers who happen to benefit from an advantageous set of trade rules.  Such outcomes deprive consumers, workers, and entire countries of the economic efficiencies that drive incomes higher.

Certainly many of the new trade agreements promulgated in the 1990s have brought real gains in economic efficiency and income growth — or, as economists would say, they have mainly served to create rather than divert trade.  The boom in sub-regional trade within the Southern Cone, for instance, is a very healthy development, inasmuch as it mitigates the unnaturally low levels of intra-regional trade that prevailed in Latin America prior to 1990.

Nonetheless, as long as trade in the Western Hemisphere is governed by a patchwork of partial and variable agreements, international commerce will be subject to needlessly complex rules, a lack of transparency, and economic inefficiency.  Without the FTAA, the full benefits of free trade will remain elusive.

Recommendations to the Negotiating Groups


In earlier submissions to the Americas Business Fora, we issued recommendations for the content of the FTAA.  Some of the following recommendations are reproduced from these earlier documents, while others are new.  Following our specific recommendations to the nine negotiating groups are general recommendations on engaging the private sector more fully in the negotiations, on efforts to link trade liberalization to labor and environmental standards, and on the timeline for completion of the FTAA.


Market Access
The FTAA negotiations should strive for the earliest possible removal of all tariff and non-tariff trade barriers.  Negotiators can pursue various procedures toward this end, including the immediate removal of low tariffs, the adoption of ceiling rates from which progressive reductions can be made, and the establishment of sectoral arrangements, where appropriate.  We consider market access to be one of the most important components of any future free-trade agreement.


Agriculture

Agricultural trade is a major component of international trade and must be treated as all other goods in the FTAA.  Primary goals in the FTAA should include the removal of all tariff and non-tariff barriers, clear rules on the application of sanitary and phytosanitary regulations, and the elimination of all subsidies on exports and domestic production.  One measure that negotiators can take in advance of the FTAA’s conclusion is to declare the hemisphere a subsidy-free zone, with all countries in the region pledging to neither extend subsidies on their own exports, nor to admit subsidized imports from outside the region.


Services


International trade in services is a rapidly growing element of total trade.  Beyond the necessary market access issues that negotiators face, they will need to provide for simplified business travel procedures.  We strongly recommend that the negotiators adopt the U.S. government’s “round two” business facilitation proposal (No. 4) calling for simplified procedures for temporary entry of businessmen.  Other key elements for services trade include clear professional qualification requirements, and technical standards and licensing requirements based on objective criteria, such as professional competence.  Negotiators should also provide for transparency in rule making, with opportunity for public comment on proposed rules, and harmonization or mutual recognition of professional standards.  Adopting the U.S. government’s “round two” business facilitation proposals numbered 1, 2, and 3 would advance these goals significantly.  

Intellectual Property Rights


The protection and enforcement of intellectual property rights is critical to the transfer of technology, which in turn promotes economic development.  We urge that the FTAA set new standards for intellectual property protection beyond those set in existing multilateral or regional agreements.  As a step toward achieving this goal, we recommend that the FTAA partners adopt the U.S. government’s “round two” business facilitation proposals on intellectual property protection (Nos. 7, 8, 9, and 10).

Subsidies, Antidumping and Countervailing Duties


The FTAA should eliminate trade-distorting subsidies within the region.  It also should assure that antidumping and countervailing duty regulations conform to agreed standards, that they are clear and transparent, and that all parties to enforcement actions have adequate opportunity to present their views.  National authorities should provide for judicial review in cases where administrative officials are alleged to have departed from standards in law and regulation.

Competition Policy


The FTAA should mandate that member countries apply strong national competition policies, to promote cooperation among national competition authorities and to avoid activities that encourage or tolerate private anti-competitive behavior, such as cartels.


Government Procurement


The FTAA should remove domestic preferences and requirements in government procurement, which limit the ability of governments to make the most efficient use of fiscal resources.  Provisions of the agreement should consider issues of transparency, openness, and due process in government procurement.  As a step toward achieving this goal, we recommend adoption of the U.S. government’s “round two” business facilitation proposals on government procurement (Nos. 13, 14, 15, and 16).

Dispute Settlement


To build confidence in the integrity of the FTAA, the agreement should establish a dispute settlement mechanism.  There is now a considerable body of experience with the dispute resolution arrangements in the WTO and certain regional agreements that can guide negotiators in design of a mechanism suitable for the FTAA.  As a step toward achieving this goal, we recommend adoption of the U.S. government’s “round two” business facilitation proposal No. 12.

Private-Sector Engagement

Aside from these recommendations to the negotiating groups, we would like to offer three general recommendations.  First, we urge the 34 governments participating in the FTAA process to make the private sector a full partner the negotiations.

On this note, we applaud the recent decision of the Trade Negotiations Committee (TNC) to post on the official FTAA Web site an official checklist on implementation of the business facilitation measures approved at the Toronto FTAA Ministerial in November 1999.  The checklist indicates whether and how the 34 governments have implemented the eight customs-related business facilitation measures agreed in Toronto.  The TNC’s decision to make the checklist public followed eight months of lobbying by the AACCLA, the Brazil-U.S. Business Council, and the U.S. Chamber of Commerce.

This kind of transparency is a precondition to ensuring effective implementation of the eight measures agreed in Toronto.  By the same token, effective implementation of the measures is a prerequisite for winning the confidence of the business community in the value of the FTAA itself.

The 34 governments should build upon this decision and make a more concerted effort to engage the private sector in the negotiations.  While it is certainly useful for some documents being used in the negotiations to be withheld from public scrutiny, the hemisphere’s trade ministers and vice ministers have perhaps erred too often on the side of secrecy.  We urge the negotiators to post summaries of draft texts on the Internet from time to time or find other ways to involve the private sector.  Such efforts will facilitate the task of winning public approval of the final agreement.

Labor and the Environment

As our second general recommendation, we wish to register our opposition to efforts to link trade policy to rules on labor conditions and environmental protection.  Nearly all economists agree that free trade raises incomes, and higher incomes lead in turn to improvements in labor and environmental standards.  These relationships are demonstrably true over time and throughout the world.

Perhaps the most important means by which free trade improves labor conditions and environmental protection is by reducing poverty.  The mechanism whereby free trade reduces poverty has become increasingly clear in recent years.  WTO Director General Michael Moore summarized the findings of a recent WTO study (http://www.wto.org/english/news_e/pres00_e/
pr181_e.htm) thus: “Openness to trade helps developing countries catch up with rich ones, and that the poor generally benefit from the faster economic growth that trade liberalization brings.  Moreover, faster growth in poorer countries does not come at the expense of rich countries.  Increased trade is a ‘win-win’: it also increases growth in developing countries’ richer trading partners.”

Echoing this finding, a recent World Bank study entitled “Growth Is Good for the Poor” (http://www.worldbank.org/research/growth/absddolakray.htm) established that “[o]penness to foreign trade benefits the poor to the same extent that it benefits the whole economy.”

Confirming the link between rising incomes and improved environmental protection, additional World Bank studies in the past two years have found that “enforcement of pollution regulations increases with income and education.” 

Efforts to block trade liberalization in the interest of promoting labor or environmental standards fly in the face of these facts.  All too often, calls for trade-linked mechanisms to enforce labor and environmental standards are simply protectionism by another name.  In fact, advocates of labor and environmental standards often seek to impose constraints in the very areas where Latin America’s economies are at their most competitive.  

On this note, we are concerned about moves by the U.S. government to include environment- and labor-related considerations in trade negotiations.  Notably, U.S. President Bill Clinton signed an Executive Order (No. 13141) on November 16, 1999, directing the Office of the U.S. Trade Representative and the Council on Environmental Quality to draft and implement guidelines that would be used to assess the impact of trade agreements on the environment.  In addition, the order calls for written environmental reviews of such agreements where necessary.  At the moment, it is unclear what impact this policy will have on the FTAA negotiations.

We strongly oppose efforts to link labor and environmental standards enforcement mechanisms to trade agreements.  Improving labor conditions and environmental protection is important, and we advocate serious discussions in international fora on how to address these vital concerns.  But trade liberalization is inherently beneficial to workers and the environment, and trade agreements should not be contingent upon labor or environmental standards.

Advance the Deadline


Finally, we urge the 34 FTAA participants to expedite the negotiations.  The TNC is apparently making good progress in preparing the bracketed text that will serve as the first draft of the FTAA.  U.S. Trade Representative Charlene Barshefsky recently affirmed that “we are on track to complete a first draft of those [nine principal] chapters by the end of this year.”


In light of these comments, the 2005 deadline seems needlessly distant.  In the wake of the Buenos Aires FTAA Ministerial in April 2001, the remaining work will be largely a matter of political will.  This being the case, the FTAA could surely be completed in 2002.

One supposed obstacle to completing the FTAA — U.S. protectionism — is surely overstated.  The U.S. Congress approved legislation in 2000 to expand trade with Africa, the Caribbean Basin, and China with less opposition than anticipated.  Both leading candidates for the U.S. presidency support the FTAA, and it would be logical to ask Congress for fast-track authority to complete the FTAA sooner rather than later.


We therefore recommend that the trade ministers establish a new deadline of December 31, 2002, to complete the text of the FTAA.  Two years is sufficient time to make the political decisions that will form the basis of an agreement, and ratification of the agreement by the hemisphere’s governments can still be completed well before the 2005 deadline.  Free trade will bring substantial benefits to all of the countries of the hemisphere.  We should seize these benefits without delay.
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