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Introduction

Trade relations between the United States and #im lAmerican and
Caribbean region are in a period of uncertain itians For over a decade
those relations were formally structured around dhWpectation that the
parties would establish a comprehensive Free Téada of the Americas
(FTAA), embracing all countries in the region excépr Cuba. Those
regional talks formed part of an implicit hierarchy trade negotiations,
situated between a series of bilateral and subrefyfoee trade agreements
(FTAs) that the United States pursued with manytofLatin American
partners and the multilateral negotiations in thuhd Development Agenda
(DDA) of the World Trade Organization (WTQO). Ovietpast several years,
however, these plans have all hit obstacles. Thé&AFThegotiations
languished for years until they were formally (ifi€tly) terminated in 2008;
the most recent FTAs reached between the UnitedsStad Latin American
partners have faced heightened opposition in thied)States Congress; and
the DDA negotiations are currently stalled, almeigtht years after their
launch.

Two concurrent developments in late 2008 will digaintly
influence the future course of inter-American tragéations. One of
these was the outbreak of the first truly globakssion since the Second
World War, which has had a major negative impacianld trade and
also specifically on trade between the region d&medUnited States. This
was shortly followed by another major change: thexteon of Senator
Barack Obama to serve as the forty-fourth Presidéttie United States,
which was accompanied by an expansion of the ntegsrheld by the
Democratic Party in the House of Representativestha Senate. Both
of these developments raised concerns in some eygasabout a re-
emergence of protectionism in the United Statesetb@n the notion that



CEPAL - Serie Comercio internacional 88 Trends in United States Trade with Latin Amerand the Caribbean and Trade...

economic downturns tend to make governments mom®spective,
and

the fact that the Demaocrats in the United Statesgenerally perceived to be less supportive ofetrad
liberalization than the Republicans.

It is argued here that there has so far been velgtiittle demand in the United States for
"traditional" protection (through border measuré®aing goods) in reaction to the current crisis.
There have nevertheless been a handful of conesssaiade to traditional protectionist demands, as
well as an emphasis on trade-related measures aelidep. The most important include the "Buy
American" provisions in the economic stimulus pagk&nacted in February 2009; discontinuation of
the programme that had allowed limited accessddhited States market for Mexican trucking firms;
massive subsidies granted to automotive and fiahneervice firms in the context of bailout
programmes; and the reintroduction of export suesidor dairy products. Additionally, both the
expected health-care reform initiative and the tdlegjislation on climate change currently being
considered by Congress could lead to fees being@sswb on imports or the implementation of other
measures affecting foreign providers of goods,isesvor capital.

The purpose of this study is to review the curisgatus and future prospects for trade relations
between the United States and the Latin Americah@earibbean region. It does so by examining the
trade-policymaking environment in the United Statead then reviewing pending and potential
initiatives that might directly or indirectly affethe trade interests of the region. The study sittat
trade policy has had a relatively low profile iretfirst months of the Obama administration, and the
administration is unlikely to devote significantdasustained attention to this topic until other,reno
pressing matters have been addressed. However,eitgected to take action in the near future on
specific trade initiatives in the light of some dey agreements and impending deadlines. This thesis
can be divided into four subsidiary points.

The first is that the new administration has sogigen trade policy a relatively low priority. On
the one hand, it has tried to restrain efforts an@ess to enact measures that violate trade agrasm
and it can be expected to file formal complaintthwlVTO against trading partners that do not show
similar restraint. On the other hand, it has tlarsdevoted limited political capital to effortsapprove
the trade agreements it has inherited, complet®titea Round and obtain a new grant of negotiating
authority from Congress. The administration is maemcerned at present with stimulating the
economy and addressing social and environmentakssghat, from the Democrats' point of view,
received too little consideration in the eight yeaf the previous administration.

This leads to the second point: while trade pofiey se may receive little attention, the priority
areas of this administration may give rise to &tities that have important if indirect consequerioes
trade. Those initiatives may produce opportunif@s protectionist interests in the United States to
legislate rules that favour domestic over foreigmpmiers of goods and services. The recent
controversy over the "Buy American" provisions iheteconomic stimulus bill have already
demonstrated how protectionist interests might @kphe opportunities that arise, but they also
showed that the Obama administration can act twaiasthese impulses. It is anticipated that there
may be several more episodes of this sort as thentration and Congress work on such diverse
issues as climate change, health care, consumety saforkers' rights, and port security — each of
which has the potential to erect new barriers tddr or to establish rules and incentives that
discriminate in favour of domestic producers andvise providers. Trade-related issues may thus
prove to be more significant in the coming monthd gears than traditional trade policy.

Third, despite the generally low priority accordéds far to trade, there are a number of legacy
agreements and programmes inherited from the pevadministration that the current one will have to
address during its first year in office. Theseude, inter alia, the outstanding FTAs with ColomBlanama,
and the Republic of Korea, as well as the pendipuiration of both the Andean Trade Preferences Act
(ATPA) and the Generalized System of Preferenc&P|GThese initiatives are complicated by the ipalit
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issues with which they are associated, but thes sigmthat the administration will not repudiatg afhthese
inherited challenges. The Colombia FTA will likglyove to be the hardest to resolve because it faces
substantial opposition from labour unions and membfkthe President's own party.

Fourth, there are two major issues for which thmiagtration has yet to announce its objectives
and timetable. Action on these matters, when itegrwill signal that the status of trade policy haen
elevated. One is DDA, and the other is Trade PrmmacAuthority (TPA). On the former, the Obama
administration has so far been clear on only twiatpoOne is that it does favour completion of ti&s,
and the other is that, like its predecessor, tthisiaistration expects "advanced developing couwsitsech
as Brazil, China and India, to make deeper commmtsnéhan they have signalled thus far. The
administration has yet to make any specific projgofa moving the stalled talks forward; any such
proposals are expected to emerge as a result aftenmal review process under way at the time of
writing.

Closely related to the DDA negotiations is the éssifi renewal of the president's negotiating
authority. The last TPA grant expired in mid-200Wat is doubtful that United States' negotiating
partners in DDA would be willing to conclude a dealess the United States side has a new grant of
authority in hand. It is doubtful whether the caigpao secure such a grant will start before th&020
and it is unclear how strong the push will be whidmally comes.

Building upon these main points, this chapter atsoews the status and prospects for several
other matters affecting trade relations betweenUh#ed States and the region. These include both
traditional trade policy and the expanding rangeratie-related issues. On the traditional side, the
chapter examines the various ways that Latin Amaariand Caribbean countries, especially those that
do not yet have FTAs with the United States, masspel the reduction or removal of the remaining
barriers faced by their exports to the United Stafd the world level, the main tasks are to obtin
new grant of negotiating authority from Congresamplete the Doha Round, and renew GSP. At the
regional level, this means securing the reauthtbomaof expiring preferences for Andean and
Caribbean Basin countries and winning congressiapgroval for the FTAs with Colombia and
Panama. While the Obama administration has indicid$einterest in all of these initiatives, it hadt
yet announced precise plans for any of them atithe of writing. There are also moves under way to
ease the restrictions on trade and travel with Cwlth some action already taken but the main besri
still remaining in place.

The chapter concludes with some observations onctiieent state and prospects of inter-
American cooperation. It is suggested that theufailof the FTAA negotiations need not undermine
cooperation on the many economic, social, and #gcissues on which the United States and the
region share common interests, including trade.
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|. The United States trade
policymaking environment

How will United States trade policy in general, andiatives towards

Latin America and the Caribbean in particular, Hecéed by the major

economic and political changes that came at theo€2608? The evidence
so far suggests that the Obama administrationrierg#y in favour of free

trade, but also that it appears to place a lowierifyr on this issue than on
others in the current circumstances. In other wardsle policy is not as
immediate a problem as restarting the economy. $tofar, has it received
the same attention as new programmes in socialoamvental and foreign
policy. As a result, there are no clear signaldngeh the administration on
the conclusion of existing negotiations, the radifion of those already
concluded or the initiation of new ones.

A. Trends in United States trade with Latin
America and the Caribbean

The economic crisis took a toll on trade betweenUhnited States and the
Latin American and Caribbean region.

What effect has the recession had on the UnitegtStaade with
the region and the rest of the world? It is possibl get a sense of the
scale of the downturn by comparing the data inrégul and 2. The
annual data in figure 1 appear to show that Un8&ates imports from
the region and elsewhere in 2008 grew at abouts#me pace as they
have since the recovery from the lows of 2001-200@netheless, those
numbers hide the fact that imports started to deddifter July 2008 and
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tumbled much more rapidly after October. Compattimg first halves
of

2008 and 2009, total United States imports felliy9%, and imports from Latin America and the
Caribbean shrank by an almost identical factorq®). The data in figure 2 show that these declines
hit the United States' trading partners in all paftthe world.

FIGURE 1
UNITED STATES: ANNUAL WORLDWIDE IMPORTS, 2000-2008
(Imports for consumption, customs value, in trillions of dollars)

B I et
$16 +--———-"-""""""""~ - Asia
$1.2 1 : Rest of World
$0.8 1 European Union (27)
$0.4
Latin America and the Caribbean
$0.0
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of
figures from the United States International Trade Commission.

FIGURE 2
UNITED STATES: MONTHLY WORLDWIDE IMPORTS 2008-2009
(Imports for consumption, customs value, in billions of dollars)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of
figures from the United States International Trade Commission.
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Among Latin American and Caribbean exports to theitédl States, iron and steel and
automobiles have suffered the most. Export voluha risen for some commodities, such as copper,
but the positive effect on values has been offggilbmmeting prices.

The consequences for specific countries dependypawbn the composition of their exports.
Some commodities have seen steep price falls whaele accelerated the impact of faltering demand.
That is especially notable in the case of oil, gad their derivatives, which in 2008 accounted for
30.5% of all United States imports from the regidhe volume of United States imports of crude oil
from all sources fell by just 1.4% between thetfgaarter of 2008 and the same period in 2009; but
the average price paid per barrel of oil plummdtedh US$ 86 to US$ 41 — a 52.4% drop. The net
result was that the total value of United Statesleroil imports from the world in the first quarte
2009 was down by 53.0%, and imports from Mexice, Bolivarian Republic of Venezuela, Trinidad
and Tobago and other regional suppliers shrank7bif 4.

Copper prices affected exports even more drambticalhile the volume of copper imported
from the region in the first quarter of 2009 watuatly 73.4% higher than in the same period of 2008
unit prices fell by more than half (55.9%); the nesult was a 23.6% decline in the value of United
States copper imports from Chile, Peru and othppl#rs in the region. Producers of some traditiona
agricultural products fared better, however. Théueeaof United States coffee imports from Latin
America and the Caribbean was down by just 11.1%mn@wo modest reductions in both unit prices
(6.7%) and volumes (4.8%). Banana exporters enj@yese in unit prices (18.5%) that more than
offset slightly smaller volumes (2.7%), resultimga net increase of 15.3% in value terms. Firstigua
United States imports from Latin America and theiliteean were up in a few other industries, such as
computers (11.2%) and nonferrous metals (12.8%)thmse could not make up for the sharp fall in
imports 1of such goods as telephone apparatus (33.fem and steel (32.0%) and automobiles
(53.2%):

There have been similar trends on the other sidihefrade balance: the United States' first-
guarter worldwide exports were down by 23.2%, amdssto the region fell 21.5%. While exports to
the region were up in a few areas such as pharrtiealsuand medical products, they dropped sharply
for such diverse products as wheat (50.2% belost-§juarter 2008 levels), refined petroleum products
(50.3%)), fertilizers (56.0%) and automobiles (59)8%

Overall, United States imports have fallen moreegite than exports, thus producing an
improvement in the trade balance. That may be easan why there has so far been relatively little
protectionist pressure in United States policymghlindies, as discussed below. In the first quanter
2009 the country's global trade deficit was US$.Q38llion, or 37.6% less than in the first quarbér
2008 (US$ 213.2 hbillion). The deficit with Latin Asrica and the Caribbean narrowed from US$ 29.0
billion to US$ 15.5 billion (46.3%). Nearly half §41%) of the improvement in the global United
States trade balance, and an even larger sha9§y for trade with Latin America and the Caribbean,
can be attributed to the price-driven reductionthandeficits on oil and gas.

B. The priorities of the Obama administration

Faced with domestic challenges such as settingdbromy on a sounder footing and addressing social
and environmental concerns, the Obama administrdies afforded relatively little priority to trade

policy.
While the economic policymakers in the executivanch acknowledge that open markets do

contribute to a productive economy, they are alsara that it takes years to negotiate, approve,
implement, and reap the benefits of new agreemé&ht. fact, plus the more urgent domestic pricsitie

1 Unless otherwise stated, all trade data citedhis teport are calculated from the United Statésrirational Trade Commission's

DataWeb (http://dataweb.usitc.gov/).
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associated with the current crisis, coupled witlviah to avoid differences within the Democratic
Party, have made the administration reluctant taceplmuch emphasis on trade up to now. Its
immediate objectives appear instead to be promo@ngnomic recovery while also advancing
Democratic goals in social and environmental peficiTrade policy is seen as a vehicle for advancing
those goals; for example, the priorities listedhia 2009 Trade Policy Agenda include "make trade an
important policy tool for achieving progress onioaal energy and environmental goals."

While the administration has placed trade polidatreely low on its agenda, there are some
indications that the groundwork is slowly beingdlaior a more direct approach to the topic.
Momentum is not very strong, however, and it isleacwhether a new initiative will be forthcoming
in 2009 or will be postponed until 2010. Moreoviemay be difficult to sustain any new push without
evidence of real progress towards completion oftbba Round. The Obama administration has yet to
make specific public proposals for the pendingdradreements it inherited and for the Doha Round
negotiations. Moreover, as is discussed elsewlmreh progress may be all the more difficult to
achieve while the negotiators in Geneva doubtttietJnited States is prepared to make the firstamov
by securing a new grant of trade promotion autiidrdm Congress.

C. Dealing with Congress

No matter what the administration's priorities niey it can accomplish little on trade policy witthou
the support of Congress. The Constitution makes rdgulation of commerce a congressional
prerogative. Since the mid-1930s the legislatuie gexiodically delegated authority in this fieldtte
executive, but those grants of authority have ndesm absolute or permanent. Even when the two
branches of government are unified, which has hibenexception rather than the rule in recent
decaded there is no guarantee that the legislative bravititreadily grant the wishes of the executive.
While unified government does make it easier fertihio branches to cooperate, presidents tenddo fin
Congress a partner that must be persuaded.

1. The democratic majorities in the House and Senat e may not
be conducive to the passing of trade deals

The fact that the Democratic Party now controlshbmtambers of Congress has raised some concerns
in trade policy circles both in the United Satesl atroad. It is frequently claimed that Democrats
generally tend to have a more protectionist stahe® Republicans in trade-related matters. While
there may be some truth to that assertion, it glwssver two important qualifiers. One is that
legislators in the United States tend to vote gstematically along party lines than in other daes,
which means that individual legislators are freel¢égide how they vote on any given issue. The other
is that few trade-related issues come down to lsirthoice between free trade and protection. The
net result is that Republicans may indeed tendat@ur market-opening initiatives more often than
Democrats, but the degree of partisan differenciesaboth by issue and from legislator to legwslat

In the United States, the degree of partisanshipisteto be positively correlated with the
abstractness of the issue that is put to the \teone extreme are proposals that have clear and
identifiable consequences for specific industribgse include such initiatives as the farm billatth
Congress enacts about once every five years (@i@slthat inter alia sets the level of support for
specific commaodities) or proposals to extend imppoadtection to specific goods. These initiativasdte
to be relatively non-partisan, with legislatorstes determined more by the composition of their
constituencies than by party affiliations. At thber extreme are, for example, proposals to extend

Available on-line at http://www.ustr.gov/Documehibrary/Reports_Publications/2009/2009_Trade_Polgenda/Section_
index.html.

Over the past four decades, there has been fuilfied government (the White House and both chambéCongress controlled by
the same party) only one third of the time.
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grants of negotiating authority to the presiderir & number of reasons, Democrats are much more
reluctant to support these delegations of auththiéy Republicans.

The differences between the parties also relathddaypes of trade agreements that are under
consideration. Republicans tend to treat most tegieements the same, whereas the level of support
among Democrats appears to be lower when the paiitmeuestion are developing —and hence low-
wage— countries. While Democrats supported theitatdtal trade agreements of the Tokyo (1979)
and Uruguay (1994) Rounds in about the same priopsrtas Republicans, and many Democrats
supported the FTAs with Canada (1988) and Austf2li®4), they opposed most of the FTAs that the
Bush administration negotiated with developing ddes. Their opposition was especially sharp in the
case of the FTA with Central America and the Dowcani Republic, which passed in 2004 by the
narrowest possible margin, and the FTA with Colambor which House Democrats managed to
withdraw TPA treatment in 2008.

How will the Obama administration fare when it agksngress to approve pending FTAs and
make a new grant of negotiating authority? The rmmbers suggest that President Obama enjoys a
higher level of partisan support in Congress thandaf his predecessors in the past thirty yearat h
particularly true in the Senate, where the Demachaive now attained the “filibuster-proof” level,
holding 60 of the 100 seats (precisely the number of votesiee to deny the opposition the ability to
defeat bills through a dilatory legislative manoe)vIn the House of Representatives the Demaocratic
majority holds 256 seats and the Republicans h&@& (vith one vacancy). The advantage may be
more theoretical than real, however, given thastfi legislators do not necessarily vote alongypar
lines and, second, there are several moderateldegis in both parties who continue to hold the
balance of power. This point is even more importarihe case of trade policy, where the White House
cannot count on universal support from Democratsangress.

Given that a sizable number of Democratic legisiafrobably cannot be persuaded to vote for
trade liberalization under most circumstances, iB@mt initiatives in this field will require
cooperation between moderates in both parties.ofijh they are in the minority, Republicans will
probably be asked to deliver the majority of théegdfor the trade agreements that the adminisiratio
may soon submit for approval, and may also havepthser to decide whether President Obama
receives a new grant of negotiating authority.

D. Is a new period of protectionism imminent?

There are pervasive fears today that countries adaypt protectionist actions that worsen and prolong
the current economic crisis. Those worries are @alpg acute with regard to the United States, awin
both to the size of its economy and to the appasienilarities between the present crisis and theaGr
Depression of the 1930s. A number of articles ambrts published since late 2008 have warned that
protectionism is on the rise, citing such examphssincreased use of antidumping measures in
developing countries and the massive subsidy pnogres in industrialized countries. Are these fears
of resurgent protectionism justified? The evidesoefar suggests that there has been relativelg litt
demand for "traditional" protection (that is, thgbu border measures). However, the outlook is
different when the analysis extends to the broazhegory of trade-related measures, including
subsidies and government procurement, among others.

1. Despite the economic woes, there have been few ¢  alls for
protectionist measures in the United States

One way of gauging the demand for protection isstoew the number of cases filed under the trade-
remedy laws, and especially the antidumping (ADJ aountervailing duty (CVD) laws. In the first

4 Note that two of the senators who are countedeasd@rats are independents who usually vote wittD#reocrats.
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eight months of Fiscal 2009, which coincidentalgghn just after it became clear that the economy
was in a recession (October 2008), there have begnl16 AD and CVD petitions filed by United
States industries At an annualized rate of 21.3 petitions, thatais less than the pattern maintained
over the past 30 years, which shows an averageé.efcases filed per year in non-recession years, an
80.6 cases in recession ye&rMoreover, there have been no safeguard cases sieceBush
administration’s self-initiated steel case in 2000he auto industry has not demanded import
protection, although it has asked for massive fir@rsupport.

What explains this relatively low level of demarmt protection? One possible interpretation is
that there is simply a lag between the onset of¢kession and the filing of new demands, which wil
therefore appear in the not-too-distant future efdatively, many analysts suggest that global suppl
chains have grown increasingly dependent on operkets®a so there are fewer industries that can
afford to demand protection (see for example Nemvéarand Gamberoni, 2009). That would certainly
seem to be the case for the highly globalized adtostry.

Whatever the reason for the reduced demand, a nuwibections taken by the Obama
administration do distort trade, or may do so. Mafsthese concern trade-related measures rather tha
traditional trade policy, including the "Buy Ameait' provisions in the economic stimulus package
enacted in February; discontinuation of the prognenthat had allowed limited access to the United
States market for Mexican trucking firms; the giegtof massive subsidies to automotive and findncia
services firms in the context of bailout programpreesd the reintroduction of export subsidies foryda
products.

Even if there were a strong push for "traditioraibtection in the United States, there are limits
to how far it could legally go. Nearly all Uniteda®es tariffs are bound in WTO, many of them abzer
percent, and several partners have FTAs that giemaheir duty-free access to the United States
market. However, there are fewer constraints (eitheltilateral or through FTAS) on the use of
broader trade-related policies, such as subsidieth (industrial and agricultural) and government
procurement.

5 Just one of these petitions concerned imports fidmtin American or Caribbean country (a CVD irtigation of Ni-resist piston

inserts from Argentina filed in January 2009).

& Calculations based on data posted on the welfsite d&nited States Department of Commerce.
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[I. United States initiatives
affecting trade

Any review of current trade policy, whether in theited States or elsewhere,
needs to start by recognizing that the scope sfiskiie is far broader today
than it was a generation ago. Whereas "trade" wes defined solely as the
movement of goods across borders, and "trade paoliag limited to tariffs
and other border measures that regulated that nemtethe subject matter
has since expanded to encompass a much wider crtegdables and the
means by which they are taxed, regulated, procaneddpromoted. It now
covers not only goods but also services, capitt|léctual property and even
people; and it includes measures imposed bothdabeinind the border. One
implication of this broader definition of trade aimdde policy is that a wider
range of seemingly domestic policy initiatives cemv be seen to have trade
implications, and—if not properly crafted- may run afoul of a country's
commitments to its trading partners. The scoph@fssues to be examined is
therefore correspondingly wide, encompassing nsatiteit are both explicitly
and implicitly defined as trade.

This section reviews initiatives that have beeretakecently or are
still under way affecting the trade interests dfi.&merican and Caribbean
countries. These fall into two categories. One isth®f measures that are
explicitly identified as trade policy in the mosaditional sense. The other
consists of measures that are not explicitly ifiedtias trade policy per se,
but nonetheless have major implications for thenseunder which trading
partners access the United States market.
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A. Traditional trade policy

1. Renewal of trade promotion authority

Given the uniquely powerful position of the Unit&tates Congress in trade policymaking, the
executive branch can do little in this field withotilne legislature's approval. That approval most
frequently comes in two forms, with Congress makgrgnts of negotiating authority before trade
negotiations are concluded, and then making thienale decision on whether agreements will be
approved or rejected. Those grants of authorityickvlare temporary and conditional delegations of
congressional power, have been known since 197%&as-track" authority, and since 2002 as trade
promotion authority (TPA). Both terms are in commuse.

TPA is intended to facilitate the considerationtizide agreements. Without a special grant of
authority such as TPA, the only means available dpproving agreements would be either formal
submission of treaties to the Senate (where thayldvaeed to obtain the approval of two thirds af th
senators), or the submission of ordinary bills (®tbey would need to be approved by majoritidsoih the
House and the Senate). Experience has shown thabfihese procedures generate delays and ametzdmen

Fast-track authority establishes special procedties streamline the consideration of trade
agreements. The rules in question require the imgfging legislation for an agreement to be votezhup
in both the House and the Senate within 90 legislatays of its introduction; and they also prohéry
amendments to that legislation after it has be&odoced. Fast-track authority has been considaned
indispensable tool of United States trade poliogssiit was first extended in 1974. Prior to thedGdbia
FTA, none of the trade agreements submitted umigatithority were delayed, amended or rejected); an
no major trade agreements have been approvedthimd®60s without such authority.

The last TPA expired in 2007 and the administratias indicated that it will seek a new one,
although the timing remains open.

The most recent grant of TPA was made by the TAadeof 2002, which was passed by a very
narrow and partisan margin in 2001-2002 and exmred@0 June 2007. Congress will thus have to pass a
entirely new bill if TPA is to be renewed, and #herre no special procedures for doing this. Likg an
other ordinary legislation, it will need not onhyetsupport of a majority in both the House and3bmeate,
but will also have to get past all of the parlianaen obstacles that potential opponents might erect

The Obama administration has signalled that it séék a new grant of TPA, but has yet to say
when, on what terms and for what purposes. Instiéddhs engaged in a series of consultations with
domestic stakeholders over what changes might eatile in the rules and principles of TPA. While
there are no specific proposals yet under publécudision, the administration is likely to propose
negotiating objectives for future agreements tlzéser the profile of topics such as labour and the
environment, together with procedural revisiong tharease the authority of the legislative branch.

It will be difficult to conclude the Doha Round esk Congress grants the President a new TPA,
but the reverse also holds true: a fresh auth@ityiore likely to be granted if the negotiationpagr
to be approaching a conclusion

The fact that TPA may still be under developmentrduthe final phases of the Doha Round
will naturally tend to enhance the role of Congrsinfluencing the final terms of that negotiation
Legislators will certainly want to be players iretendgame, and both the terms and the timing of the
grant may well be subject to calculation and mamuT his could easily have the effect of prolomgin
and complicating the process of reaching deal®th Beneva and Washington D.C.

7 In 2008 the Bush administration submitted the @ngnting legislation for the United States-Colon#bia to Congress without first

reaching agreement with the congressional trademitbees over the terms of this legislation. Thaswmprecedented, and the
House of Representatives responded with an equgtisecedented action, by voting to withdraw TPAt@ctions from that bill.

16



CEPAL - Serie Comercio internacional 88 Trends in United States Trade with Latin Amerand the Caribbean and Trade...

2. Revival of the Doha Round

The most persuasive argument in favour of makingew grant of negotiating authority will be the
need to approve the results of the DDA negotiatidimat argument will naturally be stronger if the
negotiations enter the endgame sometime soongifalks continue to drift along, there will belbtt
perceived urgency in Washington. The same dynaneikksvin the reverse direction too: as long as
negotiators in Geneva doubt that their United Stateunterparts have the power they need to strike a
deal, they will be reluctant to press ahead tditia bargaining stage.

It is worth noting that the United States businesmimunity has not yet lobbied hard for
completion of the DDA. The current atmosphere stamdsharp contrast to the final stages of the
Uruguay Round in the early 1990s, when many ofl¢laeling sectors of the United States economy
perceived that they had substantial interests énntlultilateral negotiations in areas such as sesyic
intellectual property rights and investment. Acdogll, United States negotiators pressed hard for
concessions on those issues. In contrast, the rgubiusiness community seems to perceive fewer
potential benefits in DDA, and the frequent breakds and delays in the negotiations have diminished
their interest still further.

For the region, the main advantages of Doha Roontptetion consist of greater market access
for products that still face high barriers, despiaw overall tariff protection and subsidy reductio
commitments on the part the United States.

Before asking what it would take to revive and ctetg the negotiations, it is worthwhile
considering what the region has to gain from thifare specifically, in what ways might the DDA
negotiations improve the standing of Latin Americard Caribbean countries in their trade relations
with the United States?

The benefits to be obtained from the round varycayntry and product. As can be appreciated
from the data in figure IV.3, United States tarifis imports from the region are already quite lowd a
still falling. The average tariff has been below iBtoughout this decade, and even the average for
dutiable imports is headed towards 1%. These aesragpsk significant differences among partners,
however, as they are dominated by the two thirddJoited States trade with the region that is
conducted with FTA partners. Moreover, table IVhbws that only 16.3% of all United States imports
from the region were dutiable in 2008; the restemrd duty-free either on a most-favoured nation
(MFN) basis, under preferential programmes or utideterms of FTAs.

FIGURE 3
UNITED STATES: AVERAGE TARIFFS ON IMPORTS FROM LATI N AMERICA AND THE CARIBBEAN
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean
(ECLAC), on the basis of figures from the United States International
Trade Commission.

A consideration of more specific sectors and prisiimowever, shows that there are still a number of
areas where United States multilateral tariff eutgild benefit the region's exporters. The mostbietaf
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these are among the less advanced manufactures ghdable 1. The average tariff paid on Unitedesta
imports of dutiable apparel from the region wa$%b.Only 11.9% of apparel imports were dutiableghwi
most of the rest entering under the Dominican R@pubCentral America— United States Free Trade
Agreement (CAFTA-DR) and the North American FreadE Agreement (NAFTA), butfor reasons
noted below— even the United States' FTA partners did not ecjogpletely free access to the United States
apparel market. Other items that are subject ttively high tariffs when imported on a dutiablesiba
include leather products (9.5%), food (10.0%) dmehwicals (13.3%).

Table 2 identifies more precisely some of the hagfff items that the United States continues to
import from the region on a non-preferential bakle most surprising fact highlighted by these dathe
number of apparel items that are imported dutiibla FTA partners. The single highest tariff shawithe
table is 32%, which applies to certain sweaters dna imported chiefly from NAFTA and CAFTA-DR
partners. The fact that nearly US$ 31 million wapththis item was imported without the benefit GfA-
treatment may be taken as prima facie evidencetibatules of origin set by these FTAs are toolgdst
some exporters to meet. They would rather buy fabiic from cheaper sources outside the FTA (ssch
China), even though that entails paying a very ldglif on the finished product, than buy expendg
FTA-eligible fabric from the United States and tlouslify for preferential access. The same appliegher
apparel items that are subject to relatively highiNvduties and yet are still imported on non-preftaé
terms from FTA-partner countries. The data herevghat even among the United States' FTA parthergt
are at least some producers that would be beftdrtbé United States tariffs on apparel prodwetse to be
reduced on an MFN basis in the Doha Developmenhdae

TABLE 1

UNITED STATES: TARIFF TREATMENT OF IMPORTS FROM LAT IN
AMERICA AND THE CARIBBEAN BY COMMODITY GROUP, 2008
(Millions of dollars and percentages, customs value, imports for consumption)

Imports Dutiable share Average tariff on:

(US$ million) Total Dutiable
Primary products
Oil and gas 95 753.0 30.4 0.0 0.1
Agricultural products 13561.0 3.4 0.2 6.3
Minerals and ores 5128.7 1.4 0.0 0.4
Fish and other marine products 2238.2 0.3 0.0 7.0
Waste and scrap 1441.2 0.0 0.0 2.8
Less advanced manufactures
Petroleum and coal products 25061.9 57.6 0.1 0.1
Primary metal manufacturing 21 760.0 1.7 0.1 4.7
Chemicals 15 362.2 7.6 1.0 13.3
Apparel and accessories 13 545.1 11.9 1.8 15.6
Food and kindred products 8 053.3 14.6 1.5 10.0
Fabricated metal products 6 248.9 11.4 0.4 35
Plastics and rubber products 3515.0 13.0 0.5 4.0
Beverages and tobacco products 3498.8 11.0 0.4 3.6
Non-metallic mineral products 3408.6 18.1 0.8 4.6
Leather and allied products 2543.6 21.7 2.0 9.5
Paper 2057.9 0.5 0.0 5.0
Wood products 1940.4 10.1 0.6 5.6
Furniture and fixtures 1560.8 0.8 0.0 3.1
More advanced manufactures
Transportation equipment 47 804.2 4.6 0.1 2.7
Computer and electronic products 46 742.6 2.0 0.0 2.4
Electrical equipment and appliances 17 166.5 9.0 0.3 2.9
Machinery, except electrical 13225.4 5.9 0.2 2.9
Miscellaneous manufactured commodities 8135.6 1.2 0.0 3.3
All other 14 784.6
Total 374 537.5 16.3 0.3 1.6

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of figures from the United
States International Trade Commission.
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TABLE 2
UNITED STATES: SELECTED HIGH-TARIFF ITEMS IN NON-PR EFERENTIAL IMPORTS FROM LATIN AMERICAN AND CARIBBEA N COUNTRIES, 2008
(Non-preferential imports for consumption, customs value; listed in descending order of tariff levels)

Imports Tariff (%)  Top non-preferential suppliers in region

6T

(US$ 1000)
6110.30.30: Sweaters, pullovers & similar articles, knitted or crocheted, of manmade fibres 30962 32.0 Mexico, Guatemala, Honduras
2204.29.60: Grape wine, other than sparkling, not over 14% vol. alcohol, in containers over 4 18 362 30.4 Argentina
litres
2207.20.00: Ethyl alcohol & other spirits, denatured, of any strength 35 045 29.8 Brazil, Jamaica
6204.63.35: Women's or girls' trousers, breeches & shorts, not knitted or crocheted, synthetic 24 386 28.6 Guatemala, Honduras, Mexico
fibres
2009.11.00: Orange juice, frozen, unfermented & not containing added spirit 167 978 28.4 Brazil, Argentina
6203.43.40: Men's or boys' trousers, breeches & shorts, of synthetic fibres 12 167 27.9 Dominican Republic Guatemala, Mexico
2207.10.60: Undenatured ethyl alcohol of 80% vol. alcohol or higher, for non-beverage 438 573 25.3 Brazil, Argentina, Paraguay
purposes
6112.41.00: Women's or girls' knitted or crocheted swimwear of synthetic fibres 17 315 24.9  Mexico, Brazil, Dominican Republic
0406.90.33: Goya cheese not from cow's milk, over quota 21512 21.3 Argentina, Brazil, Uruguay
6105.10.00: Men's or boys' shirts, knitted or crocheted, of cotton 19 634 19.7 Guatemala, Peru, Honduras
6106.10.00: Women's or girls' blouses & shirts, knitted or crocheted, of cotton 17 001 19.7 Guatemala, Honduras, Nicaragua
6204.62.40: Women's or girls' trousers, breeches & shorts, not knitted or crocheted, of cotton 83328 16.6 Mexico, Nicaragua, Guatemala
6203.42.40: Men's or boys' trousers & shorts, not bibs, not knitted or crocheted, of cotton 53 809 16.6 Dominican Republic, Nicaragua, Mexico
6110.20.20: Sweaters, pullovers & similar articles, knitted or crocheted, of cotton 490 993 16.5 Guatemala, Nicaragua, El Salvador
6109.10.00: T-shirts, singlets, tank tops & similar garments, knitted or crocheted, of cotton 179 909 16.5 Guatemala, Honduras, El Salvador
2009.39.60: Citrus juice of any single fruit (other than orange, grapefruit or lime), unfermented 19 937 16.1 Argentina, Brazil, Uruguay.
6104.62.20: Women's or girls' trousers, breeches & shorts, knitted or crocheted, of cotton 70914 14.9 Guatemala, Nicaragua, Mexico
2009.12.25: Orange juice, not frozen, Brix value not exceed 20, not concentrated, 62 673 13.1 Brazil
unfermented
6114.20.00: Garments, knitted or crocheted, of cotton 52 307 10.8 Guatemala, Nicaragua, Honduras
2009.69.00: Grape juice (including grape must), of a Brix value exceeding 30, unfermented 92101 10.6  Argentina, Brazil, Chile
6403.91.90: Footwear w/outer soles of rubber/plastics/comp. leather & uppers of leather 45 616 10.0 Brazil, Colombia, Mexico
6403.59.90: Footwear w/outer soles & uppers of leather, not cov. ankle, n/welt 71347 10.0 Brazil, Argentina, Uruguay
6403.99.90: Footwear w/outer soles of rubber/plastics/etc. & uppers of leather, >US$ 2.50/pair 266 047 10.0 Brazil, Colombia, Dominican Republic
6302.60.00: Toilet linen and kitchen linen, of terry towelling or similar terry fabrics, of cotton 111 034 9.1 Brazil, Colombia, Guatemala

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of figures from the United States International Trade Commission.

Note: some product descriptions are abbreviated and some tariffs are the ad valorem equivalents for specific tariffs (calculated on the basis of average unit prices in 2008 for

imports from the region).
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Most of the other high-tariff items shown in taldleare either footwear or agricultural products
imported chiefly from MERCOSUR countries. Produsish as wine, frozen orange juice and leather shoes
are all GSP-ineligible and pay duties that are ntangs higher than the average United States tamiff
dutiable imports from the region (1.6%).

Nor are the benefits of DDA limited to improvemeintsiccess to the United States market for goods.
One of the main advantages of these multilatelte,taompared to the now-terminated FTAA negotiatjo
is that United States agricultural subsidies ar¢hentable, although it is uncertain just how aiobg the
final package may be on this subject. Other likelgas of gain to the region could be in the antmingm
negotiations (if, as a result, the United Statemndbns its practice of "zeroing" when calculatimdgi-a
dumping margins) and in trade facilitation (if thew commitments moderate the negative trade imgfact
initiatives such as the United States Containenr8gdnitiative).

What are the plans of the Obama administratiorDidA? To date it has been clear only on two
points. One is that it does favour completion @ thlks and the other is thatlike its predecesser the
administration expects "advanced developing casitrsuch as Brazil, China and India to make deeper
commitments than they have signalled thus far.

The United States position under both the curredtthe previous administration has been that the
package on the table since July 2008 is not seffilyi attractive in terms of new market access dppiies
for United States exporters of manufactures, agui@h products and services. According to the &dhit
States authorities, this mainly reflects weak apgriommitments by the main emerging economies,twhic
they see as standing in contrast with the high@oanand political costs the United States wouldehia
face in reducing its own agricultural subsidies @sdariffs on sensitive industrial products sashtextiles,
clothing and footwear. This explains the Unitedt€Xainsistent calls for deeper commitments by key
developing countries, for example through partiogpain sectoral tariff elimination initiatives ihe context
of the Non-Agricultural Market Access (NAMA) negations.

3. Renewal of the Generalized System of Preferences

The current authorization for the Generalized Syistdé Preferences (GSP) will expire at the end of
2009 unless Congress enacts new legislation tawéne

GSP provides duty-free access to the United Statasket for many developing-country
products, covering roughly one third of the itemghe tariff schedule, while excluding goods that a
duty-free on an MFN basis and many items that heeser been designated for GSP or have been
removed from the programme (some of which faceively high tariff barriers). The reauthorization
of this programme theoretically affects every coun the region except Cuba (which has never been
designated for GSP benefits) and the United St&fEA' partners (which are automatically removed
from the programme when their FTA status takesceffén reality, however, the programme is now
significant for only a handful of countries in thegion.

GSP has declined over the years as a factor inetdr8tates trade with Latin America and the
Caribbean. In 1990, 8.7% of United States impaudsfthe region entered under this programme, but
this share fell progressively to 4.1% in 1995, 1.8%2000, and just 1.4% in 2008. There are two
reasons for this. First, all but seven of the coastin the region that trade with the United Stadee
eligible for the larger preferences extended eitivegter regional preferences, such as those extended
under the programmes for the Andean countries laadCaribbean Basin, or through FTAs. Moreover,
a growing share of imports is eligible for dutydregeatment on an MFN basis.

With the exception of Paraguay, the GSP revisiomfidimited importance for the region,
although it could have significant implications ftiie Plurinational State of Bolivia unless that
country’s ATPA status is restored.
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Table 3 shows the limited scope of GSP treatmanprfoducts of interest to Latin American and
Caribbean countries. Only two of the top 25 produbtat the United States imported from the region
in 2008 are GSP-eligible. Moreover, only one ofstheroducts faced a relatively high tariff when
imported on a non-preferential basis, and therefemeived a relatively high margin of preference
through GSP. Another 10 products that accountedhi@e quarters of the value of these top 25 items
were dutiable and not eligible for GSP; three anthare subject to tariffs in excess of 10%. These
products can receive duty-free treatment only uratheFTA or the special preferences granted under
APTA and the Caribbean Basin Initiative (CBI). Thamaining 13 items are duty-free on an MFN
basis.

The seven countries in the region that still rgdpru GSP as the sole means of preferential access to
the United States market are the four members oRE®BSUR, plus the Bolivarian Republic of
Venezuela, the Plurinational State of Bolivia (Whitad benefited from the superior ATPA preferences
until it was suspended from this programme in OetdD08), and Suriname (which is listed in United
States law as a potential CBI beneficiary but le&nbeen designated to the programme). GSP ascount
for a negligible share of imports from Suriname2€0.in 2008), and the special case of Bolivia is
discussed elsewhere in this report. Recent trend&SP imports from the other five countries are
illustrated in figure 4. These five countries aaued for 85.8% of United States imports under G8m f
Latin American and Caribbean countries in 2008. tébshe other GSP imports come from countries that
could alternatively have shipped the goods undeAiidean or Caribbean Basin programmes.

The data show that Paraguay is the only countrthéngroup that ships a large and growing
share of its goods to the United States under G8E.programme also accounts for an appreciable
share of imports from Argentina and Uruguay, but less than 10% of those from Brazil and the
Bolivarian Republic of Venezuela. The latter twountriies' shipments under the programme are
circumscribed by the programme's competitive némitd, under which a country will generally lose
its duty-free privileges for specific items wheneitgprovides more than half of United States' imipo
of that product, and by the fact that crude oie(Bolivarian Republic of Venezuela's main expast) i
not designated for GSP treatment.

The future of GSP is therefore of greater intetesParaguay than to any other country in the
region. Its rising exports under GSP consist prilpaf sugar (Harmonized Tariff System (HTS) item
1701.99.10). The United States imported US$ 34.Momiin this product from Paraguay in 2008,
which accounted for 42.9% of all its imports frommat country and 56.4% of the imports from
Paraguay under GSP. That is up from just US$ 5.8omiworth of this product imported from
Paraguay in 2006. When imported on a non-prefeakehésis, this product is subject to a specifigydut
that amounts to an ad valorem equivalent rate @6(at average 2008 prices). Other significant §em
in United States imports from Paraguay under GRRudie wood products such as builders' joinery
(HTS item 4418.90.46), which would otherwise fac8.2% tariff, and two types of plywood (HTS
items 4412.31.25 and 4412.32.31) that are eaclkedutsj an MFN duty of 8.0%. The programme thus
extends a wide margin of preference to key Paraqugpods.

Another initiative now in Congress would also affée terms of Paraguay's preferences. A bill has
been introduced in both the House (H.R.1837) ardS#nate (S.780) that would allow the President to
designate Paraguay to the Andean Trade Prefer&mte$he sponsors believe that Paraguay should be
rewarded for its cooperation on anti-narcotics ant-terrorist programmes and they may attempt to
make this change if and when Congress consideraderolegislation to renew the Andean trade
preferences.
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TABLE 3

UNITED STATES: GSP ELIGIBILITY OF THE 25 MAIN PRODU CTS IMPORTED FROM
LATIN AMERICA AND THE CARIBBEAN, 2008
(Millions of dollars, customs value, imports for consumption)

Item number and description Value MFN Tariff
(US$ million)
Duty-Free on an MFN basis (19.6% of top 25)
8517.12.00: Telephones for cellular networks or for other wireless networks 5036.2 Free
8471.50.01: Certain processing units 3773.6 Free
2713.11.00: Coke, petroleum, not calcined 3056.4 Free
2711.11.00: Natural gas, liquefied 29124 Free
9401.90.10: Parts of seats, for seats of a kind used for motor vehicles 2836.7 Free
8517.62.00: Switching & routing apparatus 2 805.8 Free
0901.11.00: Coffee, not roasted, not decaffeinated 2711.3 Free
9018.90.80: Instruments & appliances used in medical, surgical, etc. 24138 Free
7108.12.10: Gold, nonmonetary, bullion & dore 2382.2 Free
2814.10.00: Anhydrous ammonia 2192.3 Free
8517.70.00: Parts of telephone sets 2187.2 Free
7106.91.10: Silver bullion & dore 2128.5 Free
2711.29.00: Petroleum gases, except natural gas 2016.2 Free
Eligible for GSP and other preferences (4.0% of top 25)
8544.30.00: Insulated ignition wiring sets & other used in vehicles 4113.8 5.0%
7403.11.00: Refined copper cathodes & sections of cathodes 3289.2 1.0%
Dutiable and not GSP-eligible (76.4% of top 25)
2709.00.10: Petroleum oils & oils from bituminous minerals, crude, <25° 68 810.7 0.1%
2709.00.20: Petroleum oils & oils from bituminous minerals, crude, 225° 20725.1 0.1%
8528.72.72: Colour television reception apparatus w/flat panel screen 14 241.8 5.0%
2710.19.05: Distillate & residual fuel oil derived from petroleum or oils 112745 0.1%
8703.23.00: Motor cars & other motor vehicles for transport of persons 10 426.2 2.5%
8704.31.00: Motor vehicles for transport of goods 5115.8 25.0%
2710.11.25: Naphthas from petroleum oils & bituminous minerals 3985.9 0.1%
8703.24.00: Motor cars & other motor vehicles for transport of persons 3061.5 2.5%
6109.10.00: T-shirts, singlets, tank tops & similar garments, of cotton 2242.8 16.5%
6110.20.20: Sweaters, pullovers & similar articles, of cotton 2179.3 16.5%
Subtotal, top 25 products (49.6% of Total) 185.919.2
All other products 188 618.3
Total 374 537.5

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of figures from the
United States International Trade Commission.

Note: some product descriptions are abbreviated for reasons of space. The tariff rates shown for petroleum and
derivatives are ad valorem equivalents based on average prices for non-preferential United States imports in 2008.
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FIGURE 4
UNITED STATES: SHARE OF IMPORTS FROM SELECTED COUNT RIES ENTERING UNDER GSP
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of figures from the
United States International Trade Commission.

Reauthorization of GSP could encounter oppositio@angress, where critics claim that certain
middle-income GSP beneficiary countries do not tribis preferential treatment. For example, some
legislators have argued that countries such asilBaad India have not been sufficiently willing to
open their own markets in the DDA negotiationsthieir view, the threatened loss or reduction of GSP
benefits should be used as leverage to secure de@penitments from these countries.

There is as yet no GSP-renewal bill under consiaeran Congress, nor has the Obama
administration made a specific proposal for eittemewal or revision of the programme. While there i
a good chance that the issue will be addressedita009, the debate over this matter may weligai
concerns on the part of the United States overatleged intransigence of middle-income countries.
Depending on the pace of progress in DDA, the debaer GSP renewal could become caught up in
the endgame of the round and be used as a foraveidge with the middle-income countries.

B. Trade-related policies

The growth of trade in agricultural products hasrbaccompanied worldwide by a growing number of
standards and regulations and stricter enforcenTémtse standards are intended to prevent the spread
of diseases, pests, toxins and other contaminaesept in imported products. In the case of botu fo
and pharmaceutical products, standards relatedkagang, labelling, the registration of producensd

the certification of processes and reported naotrél values.

The United States has been no exception to thesddr Although only 1% of imported cargo is
inspected at United States customs, this figureessmts tens of thousands of imported productshwhic
are stopped at United States ports every year. &atv2006 and 2008 about 20% of stopped shipments
consisted of fish products, fruits and vegetablseets, non-alcoholic beverages, cosmetics, and
nutritional complements such as vitamins, proteind other dietary products. Seventy percent ofethes
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episodes relate to non-compliance with United Statdes and procedures, such as omissions and
imprecise labelling, or the lack of an applicatitor approval or registration of the product or
manufacturing process concerned. In the case ah lamerica and the Caribbean, a third of the
episodes concern the presence of pesticides ineotnations above those considered innocuous to
human health, the presence of salmonella, or ttteliat the product is dirty or decomposed (Artecon
and Flores 2009). Improving this situation posetear challenge to the region's exporters.

Actions taken by the United States on other tradated matters may have as great an impact on
Latin American and Caribbean interests as doesdi8tates trade policy per se.

Although measures in such fields as social andrenmiental policy are not originally intended
to affect trade, they may do so through at least @ways. One is that they provide opportunities to
introduce taxes, regulations, incentives, or otheasures that discriminate against foreign prosioér
goods and services. Second, any attention policgnsakevote to these initiatives will entail the
opportunity cost of preventing them from attenditog other matters. This crowding-out effect is
especially notable in the case of trade policyofas as the congressional committees chiefly
responsible for this subject (the Ways and Means@ittee in the House of Representatives and the
Finance Committee in the Senate) also have jutisdiover taxes and major aspects of the healtd-car
reform.

The potential impact of trade-related policiesasiewed in three sections below. The first of
these concerns the "Buy American" provisions of ¢#menomic stimulus package. This may set a
precedent for how the executive and legislativentinas of the Government of the United States handle
other trade-related matters, such as the health+aform and climate-change measures discussed
below. Another concern is the increased use ofididssto boost domestic industries.

1. The controversy over the "Buy American" provisio ns

The potential importance of trade-related initiafvwas shown in the administration's very first
undertaking, when its nearly US$ 1 trillion stimsilpackage provided an opportunity for some
members of Congress to try to prevent these furas being used to purchase foreign steel and other
products. The conclusion of this episode was soraewmbiguous. While it demonstrated that the
administration is prepared to act to ensure that Whmited States complies with its international
obligations, it also showed the eagerness of eef@gjislators to exploit the opportunities inherent
the administration's trade-related priorities fostpctionist purposes.

Given concerns over potentially protectionist iptetations of the “Buy American” clause in the
economic stimulus package, an amendment was irgealdto express the United States’ commitment
to obligations assumed under international agreénen

The US$ 787 billion stimulus bill that Congress aped in February 2009 (the American
Recovery and Reinvestment Act) generally requifliesfahe iron, steel and other manufactured goods
used in the programme (including US$ 48 billion fiensportation projects) to be made in the United
State$ In response to the administration's concerns egading a protectionist message, the Senate
amended the bill to specify that the provisionsalsbe applied in a manner consistent with United
States obligations under international agreemerni$ils wording remained in the final bill that
President Obama signed into law.

The so-called "BRIC" group (Brazil, Russia, Indamd China) appear to have been the real
targets of the amendment, for these countries,cedpeChina, are seen as major contributors to the
United States trade deficit. Given the wordingled amendment, it may have a much greater effect on
these countries than on the United States' othding partners. The data in table IV.4 show that th

8 There are certain exceptions to this provisionwien it is inconsistent with the public intergi); where the United States does not

produce enough readily available iron, steel atated manufactured goods of satisfactory qualitgt €8) when the use of iron, steel
and manufactured goods produced in the United Stateeases the total cost of a project by over.25%
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BRICs jointly accounted for nearly one-third of téd States iron and steel imports in 2008. Targetin
of the BRICs is facilitated by the fact that the @/ TGovernment Procurement Agreement (GPA) is a
plurilateral undertaking, meaning that only thoserries that signed it are subject to its disogdi
and entitled to its benefits. Current GPA sign@&eiionsist primarily of industrialized countries.

It is United States law and practice to grant ekoes to "Buy American" rules to four
categories of trading partners: GPA signatoriesintries that have government-procurement rights
under their FTAs with the United States, CBI berigfies, and the least-developed countries (LDCs).
As they do not belong to any of these categortes,BRICs and many other suppliers will likely be
closed out of this segment of the United Statesketa? As table 4 shows, Mexico and Chile are the
only large suppliers of iron and steel in the regioat enjoy secure access to United States goesrnm
procurement by dint of the latter's commitmentsaurfell As.

TABLE 4
UNITED STATES: IMPORTS OF IRON AND STEEL, 2008
(Imports for consumption, customs value)

Imports Share of Total
(US$ 1000)

Latin America and the Caribbean 8704 248 19.0
Brazil 3352 637 7.3
Mexico® 3151 052 6.9
Venezuela (Bolivarian Republic of) 630 843 14
Trinidad and Tobago 520 761 1.1
Colombia 415 222 0.9
Argentina 293 950 0.6
Dominican Republic 209 949 0.5
Chile® 119 565 0.3
Other Latin American and Caribbean 10 269 <0.1
countries
Rest of World 37 008 257 81.0
China 7 597 823 16.6
Canada® 6 969 562 15.2
Republic of Korea? 2307 197 5.0
Japan? 2307 172 5.0
Germany ? 1972118 4.3
India 1 830 600 4.0
Russian Federation 1722 747 3.8
Ukraine 1482 637 3.2
South Africa 1221 361 2.7
Other countries 9 597 040 21.0
BRICs
Brazil+Russia+India+China 14 503 807 31.7

Source: Economic Commission for Latin America and the Caribbean (ECLAC),
on the basis of figures from the United States International Trade Commission.

®  Nonetheless, Canada, which is a signatory to N&RTA and GPA, has complained about discriminatigainst Canadian firms at
the sub-federal (local) level.

In the medium term, this could translate into éarfiows of foreign investment into Central Americeountries and the Dominican
Republic, since these have FTAs with the UnitedeStéECLAC, 2009a).

10
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2 Countries that have access to the United States market for contracts subject to
"Buy American" rules owing to their status as signatories to GPA or an FTA with
the United States, or both.

® The United States imported small quantities of steel from Costa Rica, Ecuador,
Guatemala, Nicaragua, Panama, Peru and Uruguay.

2. Subsidies for the automotive dairy industries

Another policy instrument that has been used moi@nsively since the onset of the economic crisis
and that may be associated with the emergenceotégtionist tendencies in the United States is the
granting of subsidies to specific sectors.

As part of the Automobile Industry Financing Pragrentroduced in March 2009, the Government
of the United States extended loans totalling U8% dillion to two of the country’s largest auto
manufacturers, General Motors and Chrysler, antidiv financial arms, GMAC and Chrysler Financial,
in order to avert the systemic risk that would losqul by their bankruptcy. The companies benefiting
under the scheme are required to undertake rastingto ensure their long-term viability.

Developing nations have long contended that the@gural subsidies granted to United States
farmers are protectionist. Newfarmer and Gambef®d09) estimated in early 2009 that the amount
spent by the United States on distortive agricaltsubsidies rose from US$ 8.1 billion in 2008 t83J
9.9 hillion in 2009 (some 22%), as a result of #mticipated fall in the prices of several products,
including wheat, maize, rice, cotton and soybeamse international prices dropped by between 23%
and 43% between May 2008 and April 206%everal agricultural subsidy programmes in thetédhi
States are structured countercyclically, inasmushttee amount of the subsidy varies in inverse
proportion to international price movements. If dheprojections are borne out, the worst affected
countries in the region would be Argentina, BraBigraguay, the Plurinational State of Bolivia and
Uruguay, which are major producers and exportethesge crops.

Lastly, on 22 May 2009 the United States authariienounced the reintroduction of payments
under a scheme of direct subsidies for diary egpdrhis measure was presented as a response to a
similar decision by the European Union in Janu&9®

3. Trade-related initiatives now under development

Several high-priority areas on which the Obama adtration is now working do not primarily
concern trade but may have significant impactsherttade interests of Latin American countries.

Health-care reform, climate-change policy, tax refoand efforts to enhance port security,
consumer safety, and workers' rights all have tbiergial to produce rules, fees or incentives that
favour domestic goods, services, workers and investver their foreign counterparts.

Health-care reform is perhaps the number one issuéhe Democrats in both branches of
government. The details have yet to be developediths generally expected that the administration
will press for a system in which the Governmentypla much larger role in providing or paying for
treatment. While the main objective of this inivat has little to do with trade, there are severays
in which the actions taken by the United Stateshin&ffect the trade interests of other countries.

The initiative could affect countries in the regitimough its financing; one of the options
currently being floated is to increase taxes ootadtic or sugar-containing beverages or Béthile
it would certainly be possible for the United Sgate do this without violating the rights of itading

1 See Index Mundi [online] http://indexmundi.com/anodities/.

2 For more precise information on the options, seea® Finance Committee, Financing ComprehensivatiH€are Reform:
Proposed Health System Savings and Revenue Optjondine] http://www.finance.senate.gov/sitepagagiLEG%202009/
051809%20Health%20Care%20Description%200f%20Pok@ptions.pdf, 20 May 2009,
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partners in Latin America and the Caribbean, ireedaaxation could still have the effect of defdress
demand and thus reduce sugar and alcohol impbrts.

Many other trade-related issues could be affecyed fealth-care reform initiative, including the
costs of pharmaceuticals and protection of thegllectual property rights; access for foreign dost
nurses and other medical personnel to the UniteteS§t the "portability” of health insurance (the
ability of the insured to seek medical treatmengregas); foreign investment in the United States
insurance market, hospitals and other segmentseofi¢alth and medical sector; and a range of other
issues affecting the providers and recipients oflived treatment. These are matters that will need t
be monitored as the administration and Congressldgtheir initiatives in the coming months.

The *“cap-and-trade” system to reduce greenhouse egassions and the related trade
amendments could curtail exports from developingntges.

Another wide-ranging initiative currently under wayuld establish a "cap-and-trade" system to
reduce the output of greenhouse gases, with theohistowing or halting the effect that these gases
have on climate. More than any other issue toddyg,dne reveals a sharp break between the previous
Republican administration and its Democratic susmesThe Bush administration long argued that
there was as yet no scientific consensus on glaaaiming, and that position is still held by most
Republicans in Congress. In contrast, Democratsoith branches of government believe they must
now make up for lost time and are working to emesst legislation quickly.

As in the case of health-care reform, there arers¢ways in which this initiative could result
in discrimination against foreign providers of geoahd services. There is a widespread concern in
United States manufacturing circles that restridion production in the United States may simply
lead to "job leakage", with purchasers or producérsarbon-intensive goods moving their factories o
sourcing to overseas facilities that are not subijg¢he same restrictions. These concerns haveoled
measures being taken to discourage such prachicesgh surcharges or other restrictions on imports
from "dirty" sources. Discrimination could also s&i if the cap-and-trade approach is either
supplemented with or replaced by a carbon tax; sutéx could easily be structured in a way that
affects imports more severely than domestic pradoctt is also possible that the various scheroes t
promote “green manufacturing” in the United Statdél lead to subsidies, buy-national restrictions o
utilities owned or funded by the government, oreotmeasures that could violate the spirit or even t
letter of the country's commitments under variouB\agreements.

The amendment to the American Clean Energy and riBeclict paves the way for the
application of a border tax on goods from countrileat have not adopted regulations to reduce
emissions that would match United States laws.

The legislative proposal approved by the Energy @edhmerce Committee in the House of
Representatives on 21 May 2009 did not seem tafoul of any of these concerns. The Committee’s
version of the American Clean Energy and Securigt fH.R.2454, or ACES) directed that all
emissions of greenhouse gases will be subjectstactions that will be tightened until 2050, by iain
time total emissions should not exceed 17% of theumt emitted in 2005. Although gases are to be
capped, firms and others will also be permittedrasle permits allowing their use. On the face of it
none of the bill’s provisions appeared to be dimgnatory. Immediately prior to approval of the Auxt
the full House of Representatives on 26 June, hewéhie Chairman of the Trade Subcommittee of the
House Ways and Means Committee, Sander Levin, peghban amendment to the Tariff Act of 1930
which adds a new Title IX “Promoting Internation@eductions in Industrial Emissions”. The bill
directs the United States to negotiate an intesnati agreement on greenhouse gas emissions
reductions. All countries, including “fast-growirdgveloping countries”, would be required to adopt
the international agreement or enact laws and a¢iguls imposing emissions restrictions that match
those required by United States law. If this bikrer enacted, the president would be required to

13 A step has already been taken in this directiore 6f the new administration's first legislativésamas a bill (Public Law 111-3) to

finance an expansion in children's health insurgracty through higher taxes on tobacco products.
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request United States trading partners to take rtapfate measures to limit the greenhouse gas
emissions of the foreign country in order to achiéive purposes [of Title IX]". As of 1 January 2020
or earlier, exports from countries that do not chmpith this requirement would be penalized with a
border tax designed to minimize or avoid any careakage from signatory to non-signatory countries.

The bill also would establish an “internationalee® allowance program” under which foreign
countries that met emissions criteria set by the#ddrStates could purchase allowances for impaaot in
the United States of goods included among “eligibldustrial sectors” listed by the Environmental
Protection Agency. Only imports covered by thewa#laces would be permitted entry into the United
States. This provision would not apply to countrikfermined to have enacted emissions laws and
regulations equivalent to or more stringent thasséhof the United States, countries identified Hwy t
Economic and Social Council of the United Natiosdemst developed countries, those responsible for
very tiny percentages of global emissions and thbsg¢ export less than 5% of a particular good
covered by the programme.

This amendment is intended to offset the disadggstéao United States domestic industries that
would result from imposition of the cap-and-tragietem and to push for an international agreement to
restrict carbon emissions. It may be seen as artefib strengthen the position of United States
negotiators as they prepare for the United NatBlmmate Change Conference that will take place in
Copenhagen on 7-18 December 2009. The proponenteeoBmendment argue that it creates no
conflict with the United States’ international teadbligations, since Article XX of the General
Agreement on Tariffs and Trade allows exceptionsefovironmental requirements. That view appears
not to be shared by President Obama, how&ver.

At the time of writing, the bill awaits action ilné Senate. Then, once the upper chamber has
developed its bill, the versions of the two housdl$ need to be reconciled. It may be many more
months before the final terms of this legislatioe &nown. Even more than the health-care reform
proposal, this initiative has potential for discim@tion against imported goods and services, arid wi
thus merit close attention.

¥ In a press interview, President Obama stated ‘thas time when the economy worldwide is still geia recession and we've seen a

significant drop in global trade, | think we haweelie very careful about sending any protectionistads out there [...] | think we're

going to have to do a careful analysis to determihether the prospects of tariffs are necessavgngall the other stuff that was
done and had been negotiated on behalf of enetegsive industries.” While acknowledging that,i8lta legitimate concern on the
part of American businesses that they are not dastdged vis-a-vis their global competitors,” theedident said he was “very
mindful of wanting to make sure that there’s a Iglaying field internationally. | think there mde other ways of doing it than with
a tariff approach.” New York Times, 28 June 2009.
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lll. Pending issues in United States
trade relations with the region

A. Bilateral and subregional trade initiatives

The Obama administration inherited several bilatane subregional policies
and initiatives affecting United States trade wiitle Latin American and
Caribbean countries, some as old as the Cuban ¢ratbargo and others
dating from the final months of the Bush admint&ira Bilateral and

subregional initiatives are likely to receive margention than regional or
multilateral ones in the immediate future, as tmiaistration faces some
impending deadlines that will force it to act soon.

United States trade with the region is fairly hgagioncentrated,
since a few partners account for a large propoxtioit

As figure 5 shows, Mexico alone accounts for ovalf lof this
trade, and the next three partners take up abdtitohdhe remaining
share. The United States' partners in the regionbeadistinguished not
only by size, but also by the legal and politicature of the relationship.
The links drawn between trade policy and diplomagye strengthened
during the eight years of the Bush administratishich used both FTAs
and preferential programmes to encourage cooparaio a range of
issues. The number of FTA partners in the regi@wdirom just one to
nine during this time and, if the pending agreemeawth Colombia and
Panama are finally ratified, it could yet rise tewven. As shown in figure
6, FTAs and (to a much lesser degree) prefererees elped to ensure
that only a small share of United States imporsnfithe region remain
subject to MFN tariffs.
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Only 16.3% of all United States imports from thgioe were dutiable in 2008: the rest either
entered duty-free on an MFN basis or were coveyelTiAs or preferences.

Table 5 shows that dutiable imports come primdribyn a few countries that remain outside the
circle of negotiated or autonomous preferencegjqoierly the Bolivarian Republic of Venezuela and
the member countries of MERCOSUR. For nearly evayntry that is either an FTA partner or
benefits from regional preferences, dutiable iterosount for less than 20% of total imports. Tariffs
are higher for countries that benefit only from G®Bt even for these average duties tend to be
relatively low.

There are several outstanding issues that couldgehthis status quo, either by improving the
access that a partner enjoys (Colombia, Cuba, andrRa) or by worsening it through the expiration of
preferences (with both GSP and ATPA scheduled fmirexn 2009)" There follows a review of
several initiatives on which the United States daatt in the coming months. Apart from the special
case of Cuba, these topics proceed in a southedyence, starting with the country that is
economically and geographically closest to the éthistates.

FIGURE 5
UNITED STATES: SHARES OF TOTAL TRADE WITH LATIN AME RICA AND THE CARIBBEAN, 2008
(Shares of imports plus exports)

Dominican Rep.
Trinidad & Tob.
Peru
Ecuador

Rest of Region

Argentina

Colombia

Brazil

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the
basis of figures from the United States International Trade Commission.

FIGURE 6
UNITED STATES: TARIFF TREATMENT OF IMPORTS FROM LAT IN AMERICA AND THE CARIBBEAN
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15 One issue not considered at any length here iseti@wal of the Caribbean Basin Trade Partnershif®BTPA), as its expiration

date (30 September 2010) comes well after othedlishes reviewed here. It would not be surprisingwaver, if Congress were to
act on CBTPA more or less concurrently with thesotbxpiring preference programmes, including G&Riéwed above in section
11.LA.3) and the Andean preferences (discusseddticselll.A.3).
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of figures
from the United States International Trade Commission.

TABLE 5
UNITED STATES: TARIFF TREATMENT OF IMPORTS FROM

LATIN AMERICA AND THE CARIBBEAN BY COUNTRY, 2008
(Millions of dollars, customs value, imports for consumption)

Imports Dutiable share Average tariff on:
FTA partners (US$ million) Total Dutiable
Mexico 216 328.4 3.8 0.1 2.5
Chile 8182.3 5.0 0.2 3.2
Peru?® 5839.9 5.7 0.1 1.8
Honduras 4 056.7 7.2 0.9 12.6
Dominican Republic 3953.9 5.0 0.4 9.0
Costa Rica® 3926.4 5.6 0.3 4.8
Guatemala 34416 19.1 2.6 13.6
El Salvador 2227.0 10.7 1.4 13.0
Nicaragua 1707.4 12.2 1.7 14.0
Regional preferences
Colombia® 13 058.8 8.0 0.1 0.7
Ecuador 9043.8 12.5 0.0 0.4
Trinidad and Tobago 8996.4 111 0.0 0.2
Jamaica 704.2 3.0 0.0 0.5
Bahamas 595.7 14.8 0.2 1.1
Haiti 449.7 1.7 0.2 12.2
Panama” 373.7 9.7 0.3 2.7
Belize 157.1 1.3 0.0 2.8
Guyana 145.8 1.0 0.0 1.0
Saint Kitts and Nevis 54.3 5.7 0.1 1.8
Saint Lucia 41.6 7.3 0.1 1.0
Barbados 40.8 6.6 0.2 3.2
Grenada 7.3 12.2 0.2 1.4
Antigua and Barbuda 5.0 5.9 0.1 2.2
Dominica 2.3 54.8 5.6 10.2
Saint Vincent and the Grenadines 1.0 11.1 2.2 20.2
GSP beneficiaries
Venezuela (Bolivarian Republic of) 50 281.2 55.7 0.1 0.1
Brazil 30 060.7 41.4 1.3 3.2
Argentina 5680.3 49.3 0.9 1.8
Bolivia (Plurinational State of) © 540.4 12.8 0.4 3.4
Uruguay 243.9 39.9 15 3.7
Suriname 126.3 0.8 0.0 2.6
Paraguay 81.3 6.8 0.7 10.0
Subject to sanctions
Cuba <0.1 0.0 0.0 0.0

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of figures from the
United States International Trade Commission.

& Costa Rica's status as a CAFTA-DR partner did not take effect until 1 January 2009, and the FTA with Peru did
not enter into effect until 1 February 2009. The data shown for these two countries therefore reflect tariff
treatment of their goods under the Caribbean Basin and Andean preferences, respectively, rather than their
FTAs.

® The FTAs with Colombia and Panama are still pending approval in the United States Congress.

¢ The Plurinational State of Bolivia received Andean Trade Preference Act (ATPA)/Andean Trade Promotion and
Drug Eradication Act (ATPDEA) preferences until it was suspended from the programme in October 2008.
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BOX 1
UNITED STATES TRADE RELATIONS WITH BRAZIL: A SPECIA L CASE

One of the peculiarities of inter-American trade relations is the somewhat tangential manner in which the
United States and Brazil approach mutual trade relations. These two countries account for large shares of
trade in the hemisphere and each plays a major role, yet their direct relations with one another are played out
more at the multilateral than at the regional level.

A look at the total magnitude of inter-American trade (defined here as all trade between Latin American
countries and between the United States and the region)a shows that the United States is a party to almost
two thirds of it (65.6%) and Brazil is involved in 11.8% of the transactions. Yet, despite their great weight in
the regional total, trade between the United States and Brazil accounts for 15.7% of Brazil's trade (as against
22.3% that is conducted with the rest of the region) and, even though Brazil is the United States’ third largest
partner in the region, it accounts for just 1.6% of that country’s trade. In other words, bilateral trade between
the United States and Brazil amounts to only 4.8% of all inter-American trade. That is one reason why these
countries each tend to devote more attention to their relations with other countries in the region than they do
to trade with one another. Rivalries between the two figured prominently among the political dynamics that
contributed to the demise of the FTAA negotiations.

As a general rule, WTO remains the main forum for trade relations between the United States and Brazil
and is the prism through which most United States trade policymakers see relations with Brazil. Interestingly
enough, Brazil is targeted in some of the other high-profile matters in United States trade and trade-related
policy. This includes the views held by some policymakers that middle-income countries should not continue
to receive preferential access under GSP unless they become more cooperative in the WTO negotiations,
the controversy over the “Buy American” provision and competition with the BRICs, as well as concerns that
emerging industrial economies will undermine the measures aimed at halting climate change.

2 Calculations are based on the International Monetary Fund’s Direction of Trade Statistics series.

1. Implementation and revisions of NAFTA

Mexico was the first Latin American country to sigriree trade agreement (NAFTA) with the United
States. The evolving trade relationship betweeh botntries over the last fifteen years under NAFTA
may serve as a useful case study for other cuwermotential FTA partners in the region, as it
illustrates the types of issues that still existreafter a comprehensive agreement is reached.

As Mexico is the United States' third-largest tragdipartner after Canada and China, it is
unsurprising that disputes have arisen betweennbeartners since NAFTA came into effect in 1994,
In addition to numerous but relatively minor dissgments over antidumping (AD) measures and
countervailing duties (CVD), there are also a fearenserious sources of friction in the relationship
One concerns the failure of the United States ideaby a commitment that it made under NAFTA,
and the other is the stated interest of the Uriitiedies in renegotiating certain aspects of thecageet.

i) The unresolved trucking services issue resulted in Mexico taking retaliatory
measures

Of the 60 complaints that the United States or Mexhave brought against each other under the
NAFTA dispute-settlement arrangements since 1985, one was not either an AD or a CVD case:
Mexico's complaint in the long-running trucking easvhich has spanned three United States and three
Mexican presidencies. At issue here is whetherUhiged States will honour a commitment that it
made in its NAFTA services schedule, which speditigat "three years after the date of signature of
this Agreement, [Mexican persons may provide] ctomsler truck services to or from border states
(California, Arizona, New Mexico and Texas)," amléit this commitment would extend to all states in
2000, six years after the agreement entered imt®fdpponents in Congress have tried from the very
start of the agreement to dilute or delay impleragoh of this commitment. Prior to 2009, the issue
was a least partially settled through the Uniteated Federal Motor Carrier Safety Administration's
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implementation of a pilot programme that allowednsoMexican truckers to operate vehicles in the
United States. That compromise was undone by thaikmm Appropriations Act of 2009, section 136
of which prohibited the use of funds "to establishplement, continue, promote or in any way permit"
a demonstration programme of this S6rt.

Having exhausted its options under the NAFTA dispéttlement mechanism, and in response
to the United States having reneged even on themise programme, Mexico retaliated. In March
2009 Mexico imposed penalty duties ranging betwHe¥ and 45% on 89 products from the United
States. At the time of writing, the United States mot restarted the trucking programme and Mexico
has not lifted its retaliatory duties.

i) Renegotiation of NAFTA provisions is not immine nt
During his candidacy, President Obama expressegtesit in renegotiating NAFTA's labour and
environmental provisions, which aroused concermngusbin Mexico but also in Canada. Nonethelassges
taking office he has made visits to both countiaesl while he did not formally renounce this positie did
not emphasize it, either. It appears that thigielegear proposal might fade away with time.

2. Free trade agreement with Panama

The pending FTAs with Colombia, the Republic of &@rand Panama were all concluded by the Bush
administration before the expiration of the lasargrof TPA, and can thus be considered under the
special rules of that mechanism. The delays thett ehthese agreements have encountered offer proof
that while TPA gives procedural advantages to figg@val of an agreement, it does not guarantee that
an agreement will be submitted for approval, vaiedr ultimately approved.

The opponents of the FTA with Panama express coaagrer labour rights and the country’s
tax and banking policies. The United States Tradpr&sentative is attempting to negotiate a solution
to these concerns with Panamanian authorities.

The United States-Panama FTA was finalized in Déerr2006, but has since been delayed for
two reasons. In 2007-2008 both the Bush administrabnd the candidates for the Democratic
presidential nomination agreed that the FTA shoubd be submitted while a diplomatic dispute
remained unsettlet. Although the dispute is now resolved, the oppomeaitthis FTA have shifted
their focus to concerns over labour rights andbidweking system in Panama.

The United States Trade Representative (USTR)t&matting to negotiate a solution to the
concerns raised in Congress. In testimony befazeS#nate Finance Committee on 20 May 2009, the
Assistant USTR for the Americas, Everett Eissensstated that USTR has "been working with
Panama to address labour law concerns and lookgfdrto anticipated legislative and regulatory
action by Panama that fully captures the intent\ealdes of the Agreement's labour provisions,” and
also that the agency "share[s] concerns expredseut #anama'’s tax policies and [is] working with
Panama to address these isst&3He administration does not intend to submit tfié For approval
until it has reached an agreement with Panamaasetissues.

3.  Andean countries: pending FTA and expiring prefe rences

The Obama administration inherited a number ofcpatlecisions from its predecessor regarding trade
with the Andean countri€$: first, how to handle the pending FTA between theitédl States and
Colombia; second, how to proceed over Colombigfepences under ATPA if the FTA-approval debate

16
17

The basis for this given by United States legistatvas that Mexican trucks would not offer higloegh safety standards.

At issue was a United States criminal indictmeyatiast a leader of the Panamanian legislature,neHonger holds that position.

18 See testimony [online] at http://www.ustr.gov/dséocument_Library/Transcripts/2009/May/asset_agldile918_15660.pdf.

19 Note that for purposes of United States tradecpofiAndean countries” do not include the BolivariRepublic of Venezuela or
Chile.
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extends beyond 2009; third, how to proceed on EsgATPA benefits (which are due to expire on 30
June 2009); and fourth, a course of action on Bddivcurrently suspended ATPA preferences.

These decisions are only partly economic in naflibe. United States has used trade preferences
as a tool in its political relations with Andeanuotries since at least 1991, when ATPA was
introduced to encourage diversification away froarcotic crops in recipient countries. The links
between trade, security and diplomacy have growsetlsince then, as manifested in the expanding
scope of United States goals (anti-narcotics effare now joined to anti-terrorism), the move from
autonomous preferences to formal FTAs, concerns labeur rights in Colombia, and recent political
tensions with the Plurinational State of Boliviadamith Ecuador.

Figure 7 summarizes the pattern of United Statetetpreferences for Andean countries over the
past decade. The original ATPA preferences enaictelP91 offered more generous treatment than
GSP, but did not cover major items such as oil apparel products. That was remedied with the
enactment of the Andean Trade Partnership and Bmaglication Act of 2002 (ATPDEA), which
caused a surge in the proportion of Andean gootiiag the United States under preferences. It was
nonetheless indicated to the Andean countries ttiette preferences were temporary and should be
replaced by a subregional FTA with the United $taféhat goal shifted, however, as the Plurinational
State of Bolivia never joined in the talks, and etégfions with Ecuador were interrupted in 2006e Th
result was a pair of bilateral FTAs: one with Pénat entered into force in February 2009, and one
with Colombia that is still awaiting ratification ithe United States.

The FTA with Colombia may prove to be the mostidifft one to resolve, as this agreement
faces substantial opposition from labour unions mathy Democrats in Congress.

The Obama administration is still developing itgr@m@ach to Colombia. Despite pressure from
labour unions and even from within the Democraticty? to abandon the FTA signed in November
2006, President Obama made a commitment to Prasldiéne at the April 2009 Summit of the
Americas to find a way to approve the agreementt Tundertaking is how being tested through
bilateral consultations. The Obama administratidhlikely seek to negotiate some additional womglin
with Colombia to strengthen the labour and envirental provisions of the agreement, so as to garner
the required support in Congress. In the meantiwdombia enjoys preferential access to the United
States market under the ATPA/ATPDEA programmes;thase preferences are scheduled to expire
after 31 December 2009, and Congress would hagadot a new law to renew them.

FIGURE 7
UNITED STATES: SHARE OF IMPORTS FROM ANDEAN
COUNTRIES ENTERING UNDER ATPA/ATPDEA
(Percentages)

807 Ecuador

2000 2001 2002 2003 2004 2005 2006 2007 2008

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the
basis of figures from the United States International Trade Commission.
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ATPA preferences were withdrawn from the PlurinasibState of Bolivia in November 2008
and Ecuador’s status is due for renewal at theof2009.

The deadlines for Ecuador were even tighter, dineeountry’s preferences under ATPA had been
scheduled to expire on 30 June 2009 unless Présdleama certified that it had met a series of
conditions laid out in United States law. The adstiation did determine that the conditions hadnbee
met in time for the deadline, but the decision émew Ecuador's preferences simply postponed
consideration of the issue for another six mongitsce the statutory authorization for the programme
itself will expire at the end of 2009. The lossAfPA preferences would seriously impair Ecuador's
access to the United States market: it has shipgagher share of its goods to the United Stateeun
ATPA than any other beneficiary (see figure 7), taide 1.6 shows that only a few of its leading A&
products could alternatively receive duty-free timent under GSP. Products such as tuna and frozen
vegetables would be subject to very high MFN dufiésuador were to lose its ATPA preferences.

Conversely, in the case of the Plurinational StdtBolivia, the data in table 1V.6 suggest that
the country’s full suspension from ATPA in Novemlta808—a status left unchanged by the findings
of the Obama administration’s review of 30 June®80may have had a smaller impact on market
access conditions for its exports to the UnitedeStéhan had been expected. Several of the iteats th
Bolivia had shipped duty-free under ATPA now erdaty-free under GSP instead. The fact that fuel
oil is not GSP-eligible is not a very great logscs the margin of preference for this item is adino
negligible. Nevertheless, the loss of ATPA has haskrious impact on Bolivian exporters of cotton
sweaters, which are now subject to a 16.5% MFN.duty

TABLE 6

UNITED STATES: MAIN IMPORTS FROM THE PLURINATIONAL STATE OF
BOLIVIA AND ECUADOR ENTERING UNDER ATPA/ATPDEA, 200 8
(Imports for consumption, customs value)

Imports MFN

(US$ 1000) Tariff
Plurinational State of Bolivia
Products eligible for GSP:
7113.19.50: Precious metal (other than silver) articles of jewellery and parts 13 258 5.5%
7116.20.15: Jewellery articles of precious or semiprecious stones, over US$ 40/piece 7768 6.5%
7113.19.29: Gold necklaces and neck chains (other than of rope or mixed links) 6771 5.5%
7108.13.70: Gold, nonmonetary, in semi-manufactured forms (except gold leaf) 6 592 4.1%
7113.11.50: Silver articles of jewellery and parts thereof, valued over US$ 18/dozen 5739 5.0%
7113.19.30: Precious metal (other than silver) clasps and parts thereof 4314 5.8%
7113.19.21: Gold rope necklaces and neck chains 3429 5.0%
4418.20.80: Doors of wood, other than French doors 2913 4.8%
Products not eligible for GSP:
2710.19.10: Distillate and residual fuel oil derived from petroleum oils 71607 0.1%
6110.20.20: Sweaters, pullovers and similar articles, knitted or crocheted, of cotton 2857 16.5%
Ecuador
Products eligible for GSP:
0603.19.00: Fresh cut Anthuriums, Alstroemeria, Gypsophilia, etc. 60 694 6.4%
4412.32.31: Plywood sheet not over 6 millimetres thick 15 668 8.0%
0714.90.10: Fresh or chilled dasheens 11 837 2.3%
Products not eligible for GSP:
2709.00.10: Petroleum oils and oils from bituminous minerals, crude, under 25° 6 080 386 0.1%
2710.11.25: Naphthas from petroleum oils & bituminous minerals 107 641 0.1%
0603.11.00: Sweetheart, Spray and other Roses, fresh cut 70 635 6.8%
1604.14.30: Tunas and skipjack, not in oil, in airtight containers, over quota 70 067 12.5%
2710.19.05: Distillate and residual fuel oil derived from petroleum or oils 31085 0.1%
0710.80.97: Vegetables, frozen, reduced in size 20909 14.9%
0804.30.40: Pineapples, fresh or dried, not reduced in size 12 106 2.5%

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of figures from the United
States International Trade Commission.
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Note that some product descriptions are abbreviated for reasons of space. The tariff rates shown for petroleum and
derivatives, and also for pineapples, are ad valorem equivalents based on average prices for non-preferential United
States imports in 2008.

4. The negotiation of new or interconnected FTAs

Do the pending FTAs with Colombia, Panama and tepuRlic of Korea represent the last in a series
of recent FTAs, or will the Obama administratiorgotate new agreements? If the answer to this
guestion were to be based solely on the themdsec2@08 presidential election, it would appeardo b
an emphatic "no". Now that the administration heenh office, however, there are growing signs that
it may see value in additional FTAs.

One such sign came in a policy address deliverethbyJSTR, Ron Kirk, on 23 April 2009.
Without further elaboration, he stated that, "Witéntime to strike new trade deals, we'll seelgbig
ones that access major markets for American workarmers, ranchers, manufacturers, and service
providers.® This statement seems to imply that the currentimigtration will negotiate new trade
agreements, although the timing is left open.doappears to be in line with congressional csiticof
the FTAs negotiated under the Bush administrationthe effect that these were driven more by
diplomatic goals than commercial imperatives. Ifl amhen the current administration proposes new
FTAs, it is thus more likely to target larger tnaglipartners that offer greater potential for insheg
exports. That would suggest looking outside thet@rashemisphere.

The United States could pursue simplification ofesuof origin, pooling of origin or co-
production arrangements among its FTA partners.

Another possibility is to negotiate a new arrangetreanong the existing FTA partners in order
to meld these agreements together. Within the Agasrithis approach could provide an opportunity to
move from a "hub and spoke" model, in which thetebhiStates has numerous but separate FTAS, to
one in which the many different agreements areomatized. One of the chief tasks for such a
negotiation would be to harmonize the diverse rwérigin among the different agreements, to
encourage regional co-production and reduce thepleity of regional operatiorfe. The talks being
held between the United States and its FTA partinetise framework of the Pathways to Prosperity in
the Americas Initiative could also lead to someaagement whereby the rules of origin among these
various agreements are modified to allow for sifigdtion or pooling of origin and co-production
arrangements.

USTR takes cautious steps towards trans-Pacifile tcaoperation

While there are as yet no firm proposals for suebatiations between the United States and its FTA
partners in Latin America and the Caribbean, thiera more geographically diverse initiative that
could set a precedent. The Trans-Pacific Strategmnomic Partnership Agreement (TPP, formerly
known as P4) dating from 2005 currently encompa8sasei Darussalam, Chile, New Zealand and
Singapore; and negotiations for the United Staigeih the Agreement were announced in September
2008. The scope of these talks expanded in thsitiam period between the November, 2008 election
and the inauguration of President Obama in Jan2@®®, and USTR informed Congress in December
2008 that Australia, Peru and Viet Nam would alsatipipate in the negotiations. Nonetheless, the
first round of negotiations, scheduled for Marclt®20was postponed to allow the new United States
administration time to conduct a general revieWwaofted States trade policy.

It is not yet certain whether or in what form theF initiative will proceed. In May 2009 reports
in the New Zealand press suggested that Presidesain® had commented favourably on the initiative
in a discussion with Prime Minister John Key. USKRk has also made some tentative but positive
statements about the matter. Assuming that the @basministration does announce its desire to

20 see [onling] http:/Aww.ustr.gov/about-us/predisefspeeches/transcripts/2009/aprilremarks-arablasson-kirk-georgetown-univers.
21 For a discussion of related issues see AntonivRdtordal and Kati Suominen (2009).
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proceed with negotiations, they could take sewdiffdrent forms. The most difficult question may be
whether Viet Nam should be invited to negotiaté RIIA status, which could be problematic sincesit i
now a major supplier of apparel to the United Stakeven if the negotiations were limited to an effo
to coordinate the United States' existing FTAs witlstralia, Chile, Peru and Singapore, howevely the
could set an important precedent for further mgJaiFTAs that are already operating.

5. Prospects for renewed trade relations with Cuba

Cuba is the only western hemisphere country thas amt enjoy any form of preferential access to the
United States market, and in fact is subject t@ams that prohibit most trade with the UnitedtS¢a
The Obama administration has signalled its intarestlaxing or even lifting the sanctions that eem

in place, and it has taken limited steps in thaedlion. Further liberalization will depend on
developments in Cuba and on political constrairiteiwthe United States.

TABLE 7
UNITED STATES: EXPORTS TO CUBA, 2000-2008
(Domestic exports, f.a.s., millions of dollars)
2000 2001 2002 2003 2004 2005 2006 2007 2008
Agricultural products 0.0 2.3 70.7 1147 155.0 148.6 163.3 224.1 408.7

Food and related 0.0 17 66.5 1329 2225 1865 164.3 192.8 259.8
products
Beverages and 0.0 0.0 0.0 0.3 0.2 1.2 0.0 13.6 21.6
tobacco
All other 6.7 2.8 6.8 11.0 21.6 25.2 19.9 16.5 275
Total 6.7 6.9 1441 2589 399.3 3614 3475 447.0 7177

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of
figures from the United States International Trade Commission.

The restrictions on economic relations betweenUh#ed States and Cuba have evolved over
the decades, sometimes tightening and sometimseenow. Those shifts have variously responded to
changes in the strategic environment, as well asrdinuing struggle between groups in the United
States that oppose trade with Cuba on politicaligids and those that favour it for economic reasons
(for example, the agriculture sector and the tréaveustry). The Trade Sanctions Reform and Export
Enhancement Act of 2000 removed some export résing but none of the import bans, by allowing
the sale of agricultural goods and medicine to Cutable 7 depicts the gradual growth of United
States exports to Cuba in the years since the expsirictions were eased. As of 2008, Cuba was the
seventh-largest market in the region for UnitedeSt@xports of agricultural products.

President Obama signed an Act easing restrictiarisawel and remittances to Cuba.

During his candidacy, President Obama stated thatvéuld consider easing the embargo on
Cuba. Since taking office, he has taken a stepigdirection by signing into law, on 11 March 2009
the Omnibus Appropriations Act of 2009. Section 6@fl this legislation effectively ends the
restrictions on travel to Cuba by United Stateizeits and residents who have relatives in thattcpun

37



CEPAL - Serie Comercio internacional 88 Trends in United States Trade with Latin Amer@ad the Caribbean and Trade...

FIGURE 8

UNITED STATES: PUBLIC OPINION IN FAVOUR OF CERTAIN
ACTIONS REGARDING RELATIONS WITH CUBA
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Source: Washington Post, "News Poll" [online] http://www.washingtonpost.com/wprv/politics/polls/
postpoll_042609.html, 21-24 April 2009.

There are several legislative proposals that thmeirgdtration could support, should it wish to
move in this directiod? particularly those introduced by the chairs of thade committees in the
House and Senaf@.

The chances of enacting such legislation will deppartly on political developments within
Cuba and the overall state of relations betweendbantry and the United States. It will also daben
on the ongoing struggle between the pro- and ankisggo forces within the United States. The survey
findings shown in figure 8 suggest that United &giublic opinion has been gradually moving in the
anti-embargo direction. There is also evidenceuggsst that the same trends are at work among the
Cuban exile community: one recent survey showet e 42% of Cuban-Americans wanted the
embargo to continue, 43% wanted to see it end (Bendand Associates, 2009). These results suggest
that, should the Obama administration decide toerfakther moves towards normalizing political and
economic relations with Cuba, it might face onpited opposition.

22 The Chairman of the House Ways and Means Commiftearles Rangel (Democrat-New York), has introdutteee bills on the

subject. One (H.R.1528), which has ten co-sponsaos|d lift the travel ban. Rangel's second billR-1530) would lift the trade
embargo altogether; this bill has nine co-sponddis.third bill (H.R.1531), also with nine co-spamns, among other things would
remove impediments to the export of medical devares medicines to Cuba, allow travel to Cuba bytéthBtates legal residents,
and establish an agricultural export promotion peiogne with respect to Cuba. Chairman Max Baucusn(i@eat-Montana) of the
Senate Finance Committee is the counterpart tor@hai Rangel in the Senate. He is the chief spasfsabill (S.1089) which inter
alia facilitates the export of agricultural commtaes and products, establishes an agriculturalypomotion programme, removes
impediments to the export of medical devices andicies to Cuba, allows travel to Cuba, and esthbl an agricultural export
promotion programme. That bill has 16 co-sponsOther bills sponsored by various legislators inelidlR.874 allowing travel
between the United States and Cuba; H.R.1737 t&gilj the sale of agricultural products to CubaRB272 lifting the trade
embargo, and S.428 allowing travel between theddritates and Cuba.

The number of legislators who choose to co-spoadal is an indicator of the seriousness of supfw a proposal. The same may
be said for the level of the sponsors (committesratien and other high-ranking legislators have nmfteence) and the diversity of
legislators (bipartisan sponsorship is considergdaal sign).
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B. The broader hemispheric agenda

Regional trade negotiations centred on the Fredelfaea of the Americas (FTAA) project were the
principal driving force in inter-American coopeatifor a decade. In recent years, however, the FTAA
negotiations encountered increasing difficulties] were eventually ended. The only reference wetra
in the Declaration signed by the Heads of State@odernment at the Fifth Summit of the Americas
(Port of Spain, April 2009) came in a paragraph dieserved,

We recognize the positive contribution of trade among our nations to the promotion of growth,
employment and devel opment. We therefore continue to insist on an open, transparent and rules-
based multilateral trading system. We further recognize the need for all out peoples to benefit
from the increased opportunities and welfare gains that the multilateral trading system
generates.®*

The lack of a reference to FTAA constitutes an agkedgment of its failure and a recognition
that it would be impossible to resume the negatietiin the current conditions.

In the period 2003-2007 trade relations betweerUttited States and its partners in the region were
conducted primarily at the bilateral and subredi@el, thereafter mainly through multilateral négtions.
Only the middle segmentregional negotiations for a hemispheric agreermemas been set aside.

Trade negotiations should no longer be viewed tigine that drives the rest of hemispheric
agenda: the abandonment of FTAA does not prevantdpderic cooperation.

On the broader hemispheric agenda, it is argued theit the demise of FTAA should not mean
that the United States, Latin America and the Ged@m need to abandon cooperative endeavours in
their many other areas of common interest. Itug tthat some of the issues on the agenda are\closel
related to trade policy, such as energy securityfarancial regulation, and others are at leasréautly
connected (such as workforce development and dirdlaénge). Yet, tacitly or explicitly linking them
to trade negotiations may distort and delay thegss of devising and funding specific programmes.

This is not to say that there should be no rolestonmitry in trade policy. The recent meeting in
April in Trinidad and Tobago offered two examples fmow the Summit of the Americas may
productively serve as an action-forcing event ia ¢ontext of United States trade relations. Altlioug
the United States-Colombia FTA and the economictsams on Cuba were not formally a part of the
agenda, the summit prompted the Obama adminigtratioadvance its review of the issues and to
make at least tentative commitments.

Nonetheless, trade might not be considered thd thipéc for these meetings, at least for the
foreseeable future. That issue is better handledhar forums for the time being, while summitsusc
on other issues on the hemispheric agenda. Thibesinbe seen not as a complete decoupling of the
agenda from trade, but a recommendation that madetiations no longer be viewed as the engine that
drives everything else. There is ample scope fodpetive trade cooperation between the United State
and the Latin American and Caribbean region oneissuch as trade facilitation, aid for trade amd th
implementation of existing agreements, among othEne creation of hemispheric programmes to
fund some of these activities could help improwe dkierall climate for regional cooperation.

2 see [online] http://www.summit-americas.org/V_Stitforecl_comm_pos_en.pdf.
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