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The administration of George W. Bush started strongly on trade policy. In the
spring of 2001, the President affirmed in Quebec City strong US support for a Free Trade
Area of the Americas. In the fall, his US Trade Representative, Robert Zoellick, led in
achieving international agreement to launch the Doha Round. And not only did the
administration renew the quest for fast-track trade negotiating authority (now renamed
Trade Promotion Authority, or TPA), but it won House approval of TPA legislation by a
razor-thin December vote of 215-214.

In 2002, however, it diverged sharply from the liberal-trade path. In March Bush
granted substantial new protection to the US steel industry. He was responding to an
industry in distress (due to imports and other causes), and the action was broadly
consistent with the GATT-WTO right of a nation to invoke temporary trade safeguards.
Nonetheless, the magnitude of the protection, and the reported prominence of electoral
calculations in its motivation, provoked a vociferous international outcry. This was
followed by a new US farm law that reversed the trend toward reducing agricultural
subsidies. This seemed not just politically-driven but blatantly hypocritical, given the
longstanding US advocacy of subsidy reduction in international trade negotiations. Both
of these actions struck hard at the interests of Brazil, the most important US partner in an

FTAA. And taken together, they fueled regional and global skepticism about whether the

*The author is grateful to Tomoyuki Sho for his able research assistance, and to Jeffrey J. Schott
for his helpful critique..
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United States would prove willing to sustain the political pain necessary to opening of
politically-sensitive markets.

In the second half of the year, the administration moved to restore its free-trade
luster. In late July, Zoellick tabled a sweeping global proposal to curb farm subsidies and
agricultural tariffs. A week later, Congress completed action on TPA, with its strong
margin in the Senate made possible by a broad new commitment to help trade-displaced
workers. Then on November 26", the USTR unveiled a broad proposal to the WTO for a

tariff-free world. . .on industrial and consumer goods by 2015. * Free-trade action
continued into 2003, with the release in February of a comprehensive US offering to
eliminate most industrial and agricultural tariffs immediately upon an FTAA s entry into
force.?

Which of these will prove to reflect the real United States, or the real George
W. Bush administration? Were the protectionist actions of early 2002 an aberration,
perhaps even justified as necessary steps to win House votes for TPA?*® Or do they
accurately reflect the proclivities of an administration whose economic policies appear to
many Washington insiders to be overridingly driven by partisan politics, even more so
than those of Bush s highly political predecessor? In the end, will the President be
listening to his talented and committed trade negotiator, Bob Zoellick, or to his astute and
personally closer political adviser, Karl Rove?

These questions, of course, speak not just to the FTAA negotiations, but also to the

Doha talks with which FTAA is intertwined. This essay like the broader Harvard-1DB

http://www.ustr.gov/releases/2002/11/02-112.
http:/Awww.ustr.gov/releases/2003/02/02-08.

3C. Fred Bergsten, A Renaissance for U.S. Trade Policy? Foreign Affairs, November/December 2002,
pp. 86-98.
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project centers on the talks within the Western Hemisphere. Some of the political
problems it will highlight apply equally to the WTO round. But one bears particularly on
the American neighborhood. This is the relatively modest magnitude of US trade with
American nations south of Mexico. In winning approval for trade-liberalizing agreements
that provoke resistance from import-impacted industries, US leaders (like their
counterparts elsewhere) typically seek support from internationalist business interests that
are significantly engaged in foreign markets and see major gains in their further opening.
If current engagement is modest, so too may be the political energy they will bring to
support of FTAA.

And that is precisely the situation. As the United States moves toward serious
trade bargaining with its hemispheric partners, it confronts an inevitable asymmetry. For
many of them, the North American colossus is the market they depend on and need to sell

to. For the US, the hemisphere outside of NAFTA is of modest importance in trade terms.

Problem One: Limited Stakes

Taken as a whole, US economic engagement with potential FTAA members is large and
growing. In 1991, US trade with other Western Hemisphere nations was already one-third
of the global total 33.7 percent to be precise. (Table One) By 2001, this share had risen
by six points, to 39.7 percent.

This is a lower proportion than that for the bulk of other nations in the Americas.
But given the fact that the six largest economies the US trades with are in the Eastern
Hemisphere, and given the further fact that Korea, Taiwan, Singapore and four separate
EU nations rank higher in US merchandise trade totals than does any Latin nation south of
Mexico, 39.7 % of the total is impressive. To paraphrase what George Ball said in

another context, propinquity really propinques.
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But there is a catch. The preponderant share of that trade is with Canada and
Mexico, and hence already covered by NAFTA.

In 2001, NAFTA trade was 83 % of the US hemispheric total, up from about 80 %
for Canada and Mexico in 1991.

More remarkably, virtually the entire growth in the Western Hemisphere share of

US trade over the past decade can be attributed to the explosion of bilateral trade

with Mexico, which went from 7.1 to 12.5 percent of the US world total. The

remainder came from a .8% increase in the world share of US trade with Canada.

Trade with all other American nations grew in absolute terms, but was stagnant as

a portion of the global total 6.8 percent in 1991, 6.7 percent in 2001.

Of course, NAFTA brought not only open trade to North America, but also open
investment. And if one looks at this sphere of economic activity, the current distribution
within the hemisphere is somewhat different. Of the $1.4 trillion dollars in cumulative
US direct investment overseas at the end of 2001, $191 billion (13.8 percent) was in
NAFTA countries and $217 billion (15.7 percent) elsewhere in the hemisphere, including
$36 billion (2.6 percent) in Brazil. If one narrows that to the $376 billion in US global
manufacturing investment, the NAFTA share rises to 19.5 percent and that of the rest of
the hemisphere plunges to 6.9 percent but within the latter Brazil s share rises to 4.1
percent, or $15.5 billion.*

Still, the hemispheric shares of overall US direct investment (29.6 percent) and
investment in manufacturing (26.4 percent) are smaller than the trade share cited above
(39.7 percent). The bulk of both trade and manufacturing investment is with NAFTA
partners Canada and Mexico. Hence, the preponderance of US economic activity in the

Western Hemisphere is already covered by a free trade agreement. We are already

reaping most of the benefits of open trade and investment in the Americas.

*Department of Commerce, Bureau of Economic Analysis, U.S. Net International Investment Position at
Yearend, 2001, www.bea.doc.gov/bea/newsrel/intinvnewsrelease.htm. Investmentsare valued on
historic cost basis.
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This is not to say, of course, that there is no further fruit to be harvested. US
exports to key South American countries have in fact declined over the past few years,
due in part to crises in key economies like Argentina and Brazil. Beyond this hopefully-
short-term phenomenon, US trade with South American countries, Brazil in particular,
seems atypically low, and would doubtless grow if they were brought within a free-trade
arrangement. Drawing on a model developed by Jeffrey Frankel, Jeffrey Schott and Gary
Hufbauer estimate that had Brazil been in an FTA with the United States in the year 2000,
trade between the two countries would have been triple its actual level, $90 billion rather
than /30 billion.> This would raise it to around five percent of the US total--still only two-
fifths of Mexico, but above the Asian NICs and about the level of Germany, the largest
US trading partner in the European Union.

But potential benefits seldom translate into active political engagement by those
who might realize them, especially when they are diffused throughout the region and
across the US economy, and hard for any specific export interest to be confident of in
advance. As this author has argued elsewhere, Exporters. . .are unlikely to expend the
same energy to achieve a conjectural gain as their [protected] adversaries will to preserve
a current market. © So we don t see pro-trade activismon FTAA, for example,
comparable to what was evident on China PNTR, where US business saw not only future
gains but a domestic political threat to the current level of market access. FTAA
therefore lacks a robust political base in the United States. Current US trade interest in the
Americas, outside of NAFTA, is insufficient to generate strong political activity from

those who would benefit from its expansion. The same is true of actual and potential US

*Jeffrey J. Schott, Prospects for Free Trade inthe Americas (Institute for International Economics, 2001),
p. 96.

®|. M. Destler, American Trade Politics (Institute for International Economics and Twentieth Century
Fund, third edition, 1995), p. 5.
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investors in the region. Internationalist economic interests within the United States are
unlikely to provide sufficient political support for approval of an FTAA agreement.

Moreover, the lack of strong business interest makes FTAA vulnerable to those
pressing other trade agendas. When House Democrats led by Rep. Charles Rangel (D-
NY) presented an alternative fast-track bill last fall, it included forty-odd detailed pages of
separate negotiating objectives for the FTAA and bilateral pacts. These included stronger
demands on labor/environmental/social issues than did parallel language in the bill for the
WTO Doha Round. And when the House Republican leadership was looking for swing
Republican votes to put over their fast-track bill, the textile provisions of the Andean
Trade Preference Act were among those targeted, to the dismay of both Rangel and Ways
and Means Committee Chair William Thomas (R-CA).

Finally, there is a particular problem in the agricultural sphere. On balance, US
farm groups have been backers of trade liberalization and a key part of the pro-free-trade
coalition. However, their primary market-opening target is across the Atlantic, where
they see major gains if the European Union can at last be brought to make major
modifications in its Common Agricultural Policy. Brazil, of course, sees the United
States as a key potential market for its agricultural production. So does Argentina. But
US farmers are most reluctant to make market-opening and subsidy-reducing concessions
in the FTAA context (seen as unilateral disarmament ) until they get satisfaction in the

Doha Round.

Problem Two: Entrenched Redoubts of Protection

Over the past half-century, the US economy has been liberalized to a remarkable degree.

Tariffs are very low. The Multi-Fiber Arrangement (MFA) is approaching its demise.
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But there remain exceptions: hardy market restrictions that have survived the
overall liberalization trend. Three areas stand out. All are of particular interest to Latin
American producers, and all will be hard to crack.

Most prominent, perhaps, are restrictions on specialized agricultural products,
among which oranges and sugar stand out. Neither is a big thing for the overall US
economy. But the former is concentrated in Florida, key to the Presidential election of
2000 (and perhaps that of 2004), and production of the latter is sufficiently scattered cane
producers in the south, beet sugar in certain northern locations that it has managed to
retain a quota system that has raised prices and facilitated the growth of corn sweetener
production as well.

The TPA legislation does not rule out barrier reduction in this sector, but it
contains provisions designed to make it difficult. Section 2104(b)(2) of the law, entitled
Special consultations on import sensitive (agricultural) products, requires the USTR to
identify products meeting certain criteria, consult with the trade and agriculture
committees of Congress about them, and notify these committees if he intends to seek
tariff liberalization in the negotiations and provide the reasons for seeking such tariff
liberalization.  This must be done prior to the onset of negotiations or as soon as
practicable if they are identified for possible liberalization thereafter.’

There is also a special, albeit less onerous requirement on textiles, traditionally the
strongest anti-liberalization force in US trade politics. Over the past decade, the industry
has made a partial accommodation with trade liberalization, with the politically dominant
manufacturers of fiber and fabric jettisoning their longtime alliance with domestic

apparel.producers. Clothmakers support of NAFTA was won through an ingenious rule-

"Public Law 107-210.
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of-origin, the triple transformation test. ® But tariffs on textile products from other
nations remain high on average, and the textile industry will resist their removal unless it
sees substantial gains in hemispheric sales for its fiber and fabric.

Section 2104(c) of the TPA law provides that before negotiating on textiles and
apparel products with any country, the President shall assess whether [US Uruguay
Round textile/apparel tariffs] are lower than the tariffs bound by that country and whether
the negotiation provides an opportunity to address any such disparity. He is then
required to consult with the House Ways and Means and Senate Finance Committees on

whether it is appropriate for the US to agree to further tariff reductions.

Finally, there is the knotty matter of trade remedy laws, anti-dumping in
particular. Many Latin countries, like others around the world, see these US laws as tilted
in favor of domestic producers and against their foreign competitors, a view that finds
support in the fact that only five percent of cases are rejected because the Commerce
Department finds there has been no dumping. (Table Two)® In practice, these laws are
employed by a rather narrow segment of US industry: steel producers alone have initiated
46 percent of all cases over the past two decades. However, some other industries are
interested in having these laws available, and the vast majority are indifferent. Hence a
pattern widespread in trade politics: vociferous support not effectively balanced by those
whose interest lies on the other side.

Responding to this one-sided pressure, Congress in 2001-2002 showed itself
particularly resistant to changes in anti-dumping laws. In its initial consideration of the

TPA legislation, the Senate passed over administration opposition the Dayton-Craig

8T o qualify for duty-free treatment under NAFTA, an apparel product entering the United States must
have the three processes of fiber, cloth, and clothing manufacture all carried outin a NAFTA country.

°See also American Trade Politics, p. 168.
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amendment which would have subjected any negotiated changes in these laws to a
separate up-or-down vote. Such a provision was viewed as effectively blocking any
changes in these laws, and went contrary to the bargain at Doha, where US willingness to
put them on the table was a key concession in bringing East Asian and developing
countries on board. At administration insistence, the Dayton-Craig amendment was
replaced in conference by a much weaker procedural requirement. But the message was
clear the administration would face trouble if it made major concessions in this area.
None of these entrenched interests represented a major force in the US economy.
But the leverage of each was enhanced by the fracturing of the longstanding bipartisan

consensus supporting trade liberalization in the United States.

Problem Three: Narrow, Partisan Base

Since the 1960s, most Democrats have found it hard to vote for trade liberalization,
particularly in the House of Representatives. The biggest single reason, of course, has
been the strong resistance of organized labor to most trade-liberalizing legislation.
During the Kennedy administration, the AFL-CIO was still in the free-trade camp, as it
had been earlier in the century. A decade later, it had moved to a trade-restrictive stance.
The United Auto Workers followed during that industry s crisis of 1979-82.

In the 1990s, a new ingredient entered the trade-political mix: prominent demands
that trade agreements include provisions regarding enforcement of trade and
environmental standards by US trading partners.’® These issues were raised forcefully in
1991, when the Bush administration needed extension of fast-track authority to pursue

NAFTA and the Uruguay Round negotiations. They gained further prominence in 1992

191, M. Destler and Peter J. Balint, The New Politics of American Trade: Trade, Labor, and the
Environment (Institute for International Economics, Policy Analysis No. 58, October 1999).
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and 1993 when candidate and then President Bill Clinton conditioned his support of
NAFTA on negotiation of side agreements addressing labor and environmental issues.

Clinton s USTR, Mickey Kantor, successfully accomplished this objective,
leading to NAFTA s enactment in 1993 but leading also to trade policy stalemate in 1994,
when conflict with business over administration interest in further pursuit of labor and
environmental concerns led to removal of fast-track extension from the legislation
implementing the Uruguay Round agreements. Three years later, the determination of
business and Republicans to exclude most labor and environment issues from the 1997-98
fast-track extension hill alienated all but small minority of Democrats, and the House was
unable to garner a majority in its support.

As late as 1994, two-thirds of House Democrats and three-fourths of Senate
Democrats voted for the legislation implementing the Uruguay Round Agreements that
established the World Trade Organization. By November 1997, however, the number of
Democrats willing to back the Clinton fast-track bill had shrunk to around 45, about 21
percent of the House total belonging to that party. It dropped to 29 Democrats the next
year, when Speaker Newt Gingrich forced a vote on the legislation as a means of
exploiting Democratic divisions on the issue in the upcoming mid-term election. Seattle
followed a year later, driven by concerns over trade s impact on labor and environmental
standards around the world.

The year 2001 offered a new opportunity to bridge this divide. Business and
House Republicans recognized that some compromise was required. A reasonably broad
spectrum of Democrats (albeit well under a majority) seemed willing to explore common
ground as well. And TPA as passed did represent such a compromise. Labor and the
environment is the eleventh of seventeen principal trade negotiating objectives, and
additional labor and environmental goals are set forth in a separate subjection (2102[c])

entitled promotion of certain priorities.
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Unfortunately, TPA came to a House where partisan polarization had been
deepening for many years. Party positions on issues had become clearer; centrist
representatives fewer, and trust across the aisle an increasingly scarce commodity. As a
result, the legislative process was less and less the Congress in committees, reaching for
bipartisan consensus, that Woodrow Wilson made famous in the late nineteenth century
and that dominated through most of the twentieth. Rather, basic legislative decisions
were increasingly made in the caucus of the majority party and ratified thereafter by
committees voting along partisan lines.

For the most part, trade policy resisted this pattern well into the nineties. Major
bills were drafted in the Ways and Means Committee and supported by senior leaders
from both parties. And senior committee Democrats entered the 2001 debate over TPA
assuming that this process would be pursued that year, at least to explore whether
bipartisan accord was possible on terms acceptable to the administration. The Bush
White House, moreover, signaled on several occasions that it wanted such a cross-party
compromise process to proceed.

But Chairman Thomas had other ideas. He realized he needed some Democratic
votes, but decided early that negotiating with ranking members Charles Rangel (D-NY)
and Sander Levin (D-MI) would not yield an acceptable result. When the latter
approached him on the floor and asked when they were going to talk, Thomas reportedly
responded, only half in jest, | consider you the enemy on this issue. Instead, the
Chairman negotiated with three junior pro-trade Democrats, whose leader, Cal Dooley
(D-CA), was not even amember of Ways and Means. Thomas reached a reasonable
compromise with them on the sensitive labor-environment issues, but in way that shut the
senior Democrats out of the process and confronted his committee with a fait accompli.
This gave both Ways and Means Democrats and fence-sitting members of that party

generally every incentive to vote no. This, in turn, forced House Majority Whip Tom
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Delay (R-TX) to put the screws on Republicans who had never before backed free trade.*
And it inflated the power of protectionist interests, as illustrated when the final swing vote
was cast by a Carolina Republican in exchange for a commitment tightening textile
restrictions in the US trade agreement with Andean nations.

In contrast to the divisive House process, the Senate crafted a bipartisan package
with path-breaking new aid to trade-displaced workers, broadening the legislation s
appeal to Democrats. This enabled TPA passage in that chamber by a broad 66-30
margin, and when the bill emerged from conference with most of those provisions intact,
the number of House Democrats in favor rose from 21 to 25. But none of the senior Ways
and Means Democrats were among them. Unlike on prior major trade legislation, the
process of enacting TPA has not created a bipartisan support consensus in the House.
And as long as that is absent, with approval hanging on a handful of votes, entrenched

protectionist interests will have enhanced power.

Problem Four: Erosion of the Hemispheric Dream

Finally, support for an FTAA is undercut by the fading of the vision of the late eighties
and early nineties, a vision of a hemisphere of free, open, and increasingly prosperous
market democracies. Economic disaster in Argentina, political turmoil in Venezuela,
policy uncertainty with the new Lula government in Brazil, and the general failure of
liberal economic policies to bring broad hemispheric welfare gains of the sort achieved in
East Asia and Chile (and, to a lesser degree, Mexico) all have tarnished the vision,

replacing hope with doubt. In the United States, as elsewhere, there is not today the

From the Uruguay Round onward, at least 50 House Republicans had voted againstevery major piece of
trade-liberalizing legislation. Thirty-three had even voted for a 2000 resolution to require the United
States to withdraw from the WTO! The partisan strategy of the 2001 House lead ership brought this
number down to 23 on the critical December 2001 vote.
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excitement about the potential of the Hemisphere that seemed present at Miami eight
years ago.

So are the prospects hopeless? Surely not.

While the politics of 2001-2002 inflated the power of producer-based
protectionism, such traditional political resistance to imports actually weaker in the
United States than it has ever been.”? Many import-impacted interests have already
adapted substantially to the rise in imports triggered by NAFTA and by low overall trade
barriers in general. At the same time, the steady internationalization of the US economy
has increased business stakes in open markets at home as well as abroad.

The anti-globalization coalition in the United States proved weaker than many
expected in the current trade-legislative struggle, and is unlikely to be able to make FTAA
into the same symbolic threat that it effectively portrayed south of the border in 1993.%
This will be particularly true if the final agreement, or parallel hemispheric action,
includes constructive steps on the social agenda.

An ambitious FTAA agreement, one that really removes barriers to trade across
the board, will certainly encounter serious resistance in the United States. And it will not
engender overpowering business support. But it can win. After all, NAFTA won, despite
a formidable coalition and a national movement against it. And it may provide some

lessons for the broader agreement.

2For the fuller argument, see I. M. Destler and Peter J. Balint, The New Politics of American Trade
(Institute for International Economics, 1999), pp. 1-9.

BFrederick Mayer, Interpreting NAF TA: The science and Art of Political Analysis (Columbia University
Press, 1998), chap. 7.
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Lesson One: It s More Than Economics

The initial impetus for NAFTA was political, not economic. When Carlos Salinas de
Gotari first signaled his surprising decision to cast his economic lot with the devil to the
north, it was not business interests or USTR that leaped to embrace him. They saw
problems more than opportunities. Rather, it was Secretary of State James Baker, and
above all President George H. W. Bush who saw opportunity for a historic movement in
Mexico s economic and political orientation. And when NAFTA was in deep trouble
three years later, it was raised from the near-dead not by the business community but
when a second President, Bill Clinton, embraced it and went all-out for it. Business
support was necessary, of course, and in the end it came through strongly. And it was
essential for NAFTA advocates to refute the negative economic argument about the giant
sucking sound of jobs being pulled south. But securing the relationship with Mexico
was also an important argument helping to push the agreement over the top.*

US commitment to an FTAA had similar origins. When the idea was raised in the
Clinton administration s new National Economic Council, it stalled there. So the senior
Latin America aide on the National Security Council staff, Richard Feinberg, went to Vice
President Al Gore and persuaded him that an offer to host a hemispheric summit was just
the thing that would make his December 1993 NAFTA follow-on speech in Mexico City
a success.’® And once Gore gave the speech and the invitation was accepted, preparations
inevitably centered on afree trade agreement as the capstone of the new hemisphere.

As the debate over an actual FTAA becomes serious in the United States, the

economic case will need to be folded within a broader political-strategic argument,

YCf. Paul Krugman, The Uncomfortable Truth About NAFTA: It s Foreign Policy, Stupid, Foreign
Affairs, November/December 1993.

*Richard Feinberg, Summitry in the Americas (Institute for International Economics, 1997), pp. 55-61
and 206-207.
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highlighting the value of building a more congenial, democratic and prosperous
neighborhood. The agreement will need to be presented as part of a broader strategy for
hemispheric progress, within the framework of the 23 parallel objectives established by
the Miami summit, involving issues from promoting democracy and human rights to
eradicating poverty to guaranteeing sustainable development.’* Nor would it hurt if

hemispheric leaders could find a way to add collaboration on anti-terrorism to the mix.

Lesson Two: Reach Across the Political Divide

If the narrow margin of TPA s enactment inflated the power of special interests, the
obvious remedy is to broaden the political base for trade liberalization in general and
FTAA in particular. Inparticular, USTR needs to reach out to senior Democrats within
the broad Congressional consultation process mandated by the TPA legislation. They
were alienated in 2001-2002, but 2003 is a new year. And they have shown interest in
engagement even as Ways and Means Democrats were being shunted aside, Sander
Levin, the ranking minority member of the Subcommittee on Trade, was the only member
of Congress to travel to Doha for the pivotal talks there in November 2001.

Fortunately, there is both time and opportunity to rebuild the relationship. There
is unlikely to be major trade legislation during the next, 108" Congress, but a series of
bilateral free trade agreements will be presented for Congressional approval first
Singapore and Chile, then perhaps Central America, Morocco, Southern Africa, and
Australia. All offer opportunity to engage Democrats as well as Republicans in
conversation about their details. The Jordan FTA approved in the just-concluding
Congress provided one model for compromise on labor and environmental issues. Other

FTAs can play this role as well.

®For the M iami documents, see the appendices to Feinberg, Summitry in the Americas.
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The danger is that the administration will see less need to reach across the aisle in
the wake of its victory in the 2002 mid-term election. Republicans now control the Senate
and have doubled their margin in the House. They may see less reason than before to go
bipartisan. And Democrats will be in a weaker position to demand attention. The biggest
base-broadening measure in the TPA law the expansion of Trade Adjustment Assistance
for workers was enacted after Senate Majority Leader Tom Daschle (D-SD) embraced
the issue and exploited his control over the upper chamber s agenda to delay
consideration of TPA until the bipartisan compromise was well advanced. He might have
been able to use the lesser powers of a minority leader to achieve the same result in the
closely-divided Senate, since it takes only 41 votes to block legislation through unlimited
debate. But the administration and Senate Republicans would likely have been much
more resistant on the details.

In the post-election climate, Democrats may also be less disposed to cooperate and
more inclined to press their differences. Prominent among post-mortem critiques of
Democrats performance was their alleged failure to draw clear policy distinctions with
the Republicans. They may also be influenced by reports that the threat of a secret
deal by the Bush White House to increase sugar imports from Mexico helped turn the
tide in Louisiana s December Senate run-off election won by incumbent Democrat Mary

Landrieu.'’

7 The day after Bush's campaign visitto the state last Tuesday, Landrieu's campaign began airing an ad
charging that the White House had struck a "secret deal" to double Mexican sugar imports to the United States.
The imports would hurt Louisiana's 27,000 sugar farmers and the state's $1.7 billion sugar industry.

The ad hung on a slender thread of evidence: a single, unsourced article in the Mexican newspaper
Reforma. The White House denied the existence of any such "deal" to flood the United States with cheap
Mexican sugar. Nonetheless, the point seemed to hit home, dovetailing with Landrieu's message that she
would put "Louisiana first" while [Republican candidate Suzanne] Terrell -- by now appearing in
television ads side by side with the president -- would be a rubber stamp for the administration who
would disregard the state's interests.

The momentum definitely shifted when we came out with the sugar issue, said Mitch Landrieu, a
Democratic member of the state's House of Representatives who served as a key unofficial campaign
operative for his older sister Mary. It played directly into our theme and proved our point that a senator's
supposed to be for Louisiana first and Suzie [Terrell] and George Bush are linked at the hip. " (Lee
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If the prospects for an effective administration base-broadening campaign are
uncertain, however, the need remains clear. And modest hope can be gleaned from a
recent (February 26™) Ways and Means Committee meeting where Zoellick testified on a
range of current trade issues. According to one perceptive reporter, Swords were
sheathed and Zoellick praised Rangel, Levin and other Democrats for various good
deeds on behalf of free trade. '

Latin nations can contribute by looking for steps they might take on issues of
particular concern to Democrats. For example, the more they can demonstrate genuine
interest in cooperation on environmental and labor issues not necessarily tied to the
specifics of an FTAA, but at minimum involving commitments on the same timetable the
more they can strike positive relations with groups in the United States that espouse these
concerns, and with members of Congress who respond to these groups.

The USTR can also make a virtue of necessity by assiduously respecting the
special consultation provisions on sensitive agricultural provisions, textiles, and anti-
dumping laws. Any major US concessions on these politically dicey issues will need to be
sold to Congress in any case. Few legislators are likely to endorse them until the eleventh
hour, when they see the gains for other US interests, and when FTAA supporters become
actively engaged in the ratification campaign. But they need to be apprized of the
possibilities and to begin thinking seriously about the substance and poalitics of these
issues. A base can be built for positive final action if most key legislators can be
persuaded to hold their fire until they see the final package, and if that package is an

FTAA in fact as well as name,

Hockstader and Adam Nossiter, GOP Outmaneuvered in La. Runoff, The Washington Post, December
9, 2002.)

®*Rangel responded, "If I'm elected President, I'll have you as my USTR!" And Zoellick said he d be
happy to so serve. The Nelson Report (Samuels International Associates, Inc.), February 26. 2003.
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Lesson Three: Mobilize the Trade Winners

Economic interests won t be enough to carry the politics of an FTAA, but they will be a
significant component of any winning campaign. Just as it was necessary for NAFTA
advocates to counter Ross Perot s giant sucking sound metaphor about jobs, there will
be a need to highlight the positive economic side of hemisphere-wide trade liberalization
for specific US firms and workers. At a general level, such argumentation is important to
refute the common notion that trade liberalization hurts people more than it helps, and to
give politicians who want to back trade liberalization a specific, hard-nosed excuse for
doing so. But such an argument gains specific credibility when particular economic
interests are visibly active in supporting it. At it makes the interest-group politics a two-
sided game.

Export opportunities are one part of any pro-FTAA story, but by no means the
only one. In addition to those who sell abroad, there is the overlapping group of those who
invest abroad and see an FTAA as locking in consistent rules to protect this activity. And
there are also important stakeholders on the import side of the equation. Household
consumers obviously benefit from trade liberalization, and as Edward Gresser has noted,
tariffs are a regressive tax that hit hardest those least able to pay.*® On rare occasions,
price increases sparked by import barriers can actually provoke a consumer revolt, as
when sugar price rises, combined with corruption issues, led to a House vote against

renewal of statutory quota legislation in 1974.%°

YEdward Gresser, Toughest on the Poor: America s Flawed Tariff System, Foreign Affairs,
November/December 2002.

?%].M. Destler and John S. Odell, Anti-Protection: Changing Forces in United States Trade Politics
(Institute for International Economics, Policy Analysis No. 21, September 1987), p. 10. A new quota
system was put in place in 1981 by the Reagan administration, in exchange for votes by Louisiana House
members in favor of the President s economic legislation. (lbid., p. 14.)
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More frequently, organizers against import restrictions can build on the fact that in
the words of Douglas A. Irvin, Businesses are consumers too. ** This suggests that
FTAA supporters should look to build a coalition including the soft drink and candy
manufacturers who use sugar, the retail chains that sell orange juice, and the
manufacturers (like those of automobiles) for whom steel is a key input. With the
deepening of global US economic interdependence, the number and stakes of such anti-

protection interests can only increase.

Lesson Four: Sweeten the Pot

US trading partners throughout the hemisphere can increase the number of such winners
by bargaining strategically, with an eye to creating and strengthening political allies
within the US political system. Brazil, for example, has deep interests in the opening of
US markets for agricultural products orange juice is a prime example. It faces, of course,
the unfortunate fact that their competitor here is concentrated in Florida, revealed as the
ultimate swing state in Presidential politics in the 2000 election. It may well be true
that, overall, given its location, the state of Florida stands to benefit enormously from the
expanded commerce an FTAA will bring. But again, this is the sort of potential interest
that is hard to mobilize as a counterweight to those who see an imminent danger of
invasion of their markets.

Suppose, however, Brazilian authorities decided to look for a way to increase US
business stakes in a real FTAA. Suppose they found that the way to do so was to strike a

comprehensive deal facilitating inward foreign investment. US business might well find

2Douglas A. Irwin, Three Simple Principles of Trade Policy (American Enterprise Institute, 1996). See
also Destler and Odell, Anti-Protection, esp. chap. 3.
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this to be something really worth fighting for, and to get this they might back US
concessions on sensitive agricultural imports or, say, antidumping law.?

Even more ambitiously, Brazil and the United States might make a joint strategic
decision to lead in shaping the FTAA and to reinforce one another in the process. Brasilia
would ally with Washington in backing major agricultural liberalization in the Doha
Round because the South American giant would gain enormously from European and
East Asian market-opening, and because it would help the United States grant Brazil
access to key US farm product markets. The United States would recognize Brazil s
status as first among equals in Latin America, and treat US-Brazil bargaining for an
FTAA the same way that it sees US-EU bargaining in global talks as the necessary

foundation for agreement.

Lesson Five: Renew the Vision

Properly managed and publicized, US-Brazil cooperation could also make the FTAA talks
into a broad, historic event the two American continents coming together, in a venture
involving not just commerce but democratization, economic stability, and human welfare.
And the emphasis on poverty-alleviation by Brazil s new populist president, Luis Inacio
Lula da Silva, could enormously to the appeal of such a construction within the United
States. In the end, support must come from both the micro-politics of specific issues and
the macro-politics of the overall construction. Any campaign to negotiate, enact, and
implement an FTAA agreement will need to pinpoint and mobilize specific interests that
will gain. But for reasons stated at the outset of this paper, these will not suffice to

overcome the resistance of entrenched losers.

22Gary Horlick of the law firm W ilmer, Cutler, and Pickering suggested just such a possible US business
linkage between investment opportunities in Brazil and antidumping law in the United States at the Inter-
American Dialogue Conference on Bridging the Divide: Toward a Consensus on Free Trade in the
Americas, Washington, D.C., November 23, 2002.
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In the short run, much of the US political game may well be damage-limitation.
For a range of reasons, the final, serious bargaining on an FTAA seems most unlikely
before 2005 at the earliest. The next US Presidential election comes in 2004. FTAA
advocates must organize to block, for example, campaign commitments by either party s
candidate in 2004 to protect strategically-located product interests from FTAA (or Doha)
barrier reduction. Pro-trade business organizations could be urged to unite in denouncing
any such commitment, if made. But it will be far easier for themto do so if a clear
prospect of an attainable FTAA agreement is hanging in the air, in the consciousness of
those engaged in and reporting on the campaign, an FTAA connected not just with
economic gains but with a better life for citizens of the hemisphere.

The danger is not so much that such losers will mobilize and overturn, through
Congressional rejection, a completed FTAA. It is rather that US political leaders will
back away from negotiating a real FTAA in the first place. The core challenge, therefore,
IS to persuade the Bush administration and/or any successor that an FTAA that really
does free up the preponderance of hemispheric trade: (a) is negotiable with US trading
partners; (b) is in the broad US interest; and (c) would prove to be a truly historic
achievement. The President who is (re-)elected in 2004 must be persuaded that this can be
something big, with which his name would be forever identified, to his (or her) enduring
credit.

Without a vision, FTAA may indeed perish. But it need not. With commitment at

the top and assiduous political effort from its supporters, it will not.



Table One: US Merchandise Trade with Western Hemisphere Nations, 1991-2001

(In millions of dollars and pctg of world total)

World WHemis NAFTA LAC Cent/S.Am Canada Mexico Brazil

1991
Exports 414,083 148,935 118,782 63,257 30,153 85,678 33,104 6,106
Imports 491,020 156,036 124,540 62,988 31,496 93,048 31,492 6,842
Total 905,103 304,971 243,322 126,245 61,649 178,726 64,596 12,948
Pctg of World ~ |---- 33.7% 26.9% 13.9% 6.8% 19.7% 7.1% 1.4%

2001
Exports 718,762 322,282 264,490 158,973 57,792 163,309 101,181 15,790
Imports 1,145,927 418,345 350,939 199,610 67,406 218,735 132,204 14,467
Total 1,864,689 740,627 615,429 358,583 125,198 382,044 233,385 30,257
Pctg of World 39.7% 33.0% 19.2% 6.7% 20.5% 12.5% 1.6%

2001/1991

Exports 1.74 2.16 2.23 251 1.92 1.91 3.06 2.59
Imports 2.33 2.68 2.82 3.17 2.14 2.35 4.20 2.11
Total 2.06 2.43 2.53 2.84 2.03 2.14 3.61 2.34
NAF TA/WHemis 1991 0.79

(Total) 2001 0.831

Source: US International Transactions Accounts Data: US Department of Commerce, Bureau of Economic Analysis,

http:/www.bea.gov/beal/international/bp_web/list.cfm?anon=256

Notes: Exports and imports are adjusted to balance of payments basis, excluding military.

"Cent/S.Am" includes Caribbean nations.




Table Two: U. S. Antidumping cases and results, 1980-2001

Cases Cases Cases Cases affirmed No dumping No injury
Year Total withdrawn in progress completed Number Percentage Number Percentage Number Percentage
1980 21 9 0 12 4 33.3 1 8.3 7 58.3
1981 15 4 0 11 7 63.6 1 9.1 3 27.3
1982 65 24 0 41 14 34.1 3 7.3 24 58.5
1983 46 5 0 41 19 46.3 5 12.2 17 41.5
1984 74 41 0 33 9 27.3 6 18.2 18 54.5
1985 66 16 0 50 29 58.0 2 4.0 19 38.0
1986 71 7 0 64 44 68.8 3 4.7 17 26.6
1987 15 1 0 14 9 64.3 0 0.0 5 35.7
1988 42 0 0 42 22 52.4 3 7.1 17 40.5
1989 23 3 0 20 14 70.0 0 0.0 6 30.0
1990 43 2 0 41 19 46.3 5 12.2 17 41.5
1991 53 4 0 49 24 49.0 2 4.1 23 46.9
1992 99 11 0 88 45 51.1 1 1.1 42 47.7
1993 42 6 0 36 19 52.8 2 5.6 15 41.7
1994 43 3 0 40 21 52.5 1 2.5 18 45.0
1995 14 1 0 13 8 61.5 0 0.0 5 38.5
1996 20 0 0 20 17 85.0 1 5.0 2 10.0
1997 16 1 0 15 8 53.3 0 0.0 7 46.7
1998 36 0 0 36 22 61.1 0 0.0 14 38.9
1999 61 4 0 57 24 42.1 1 1.8 32 56.1
2000 51 0 7 44 27 61.4 5 11.4 12 27.3
2001 69 5 53 11 2 18.2 0 0.0 9 81.8
Total 985 147 60 778 407 52.3 42 5.4 329 42.3

All suspended cases are counted as completed and affirmative.

Source: The Year in Trade by USITC; Federal Register; American Trade Politics (2" ed.).



