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“Policy is not made once and for all; it is made and remade endlessly.”

Charles Lindblom, “The science of muddling through”

1. Introduction

Neither globalization nor integration is a dynamic devoid of politics. Bargaining may be viewed as a form of reciprocal conflict management. The bargaining process implies some compromising of partially inconsistent goals by parties to the conflict. In international negotiations, the direct influence of leaders’ constituencies is not sharply evident in a first instance. The essence of the process lies in leaders bargaining among themselves, attempting to resolve differences through compromise, persuasion and side-payments. But because differences ultimately concern societal resources, in a second instance, there is a broadly felt need for collective social action. This is the pattern in trade negotiations, with the emergence of articulate and concerned business coalitions and pressure groups, which condition and constrain government action and require intense efforts of interest articulation at all levels. These dilemmas pose serious and difficult questions for negotiations under democratic politics, and ultimately for a sustained process of integration.

The ability of the governments to close the process successfully depends on balancing the interests of competing constituencies. As Putnam has argued: 

“The politics of many international negotiations can usefully be conceived as a two level game. At the national level, domestic groups pursue their interests by pressuring the governments to adopt favorable policies and politicians seek power by constructing coalitions among those groups. At the international level, national governments seek to maximize their own ability to satisfy domestic pressures, while minimizing the adverse consequences of foreign developments. Neither of the two games can be ignored by central decision-makers, so long as their countries remain interdependent, yet sovereign.” (Putnam, 1992: 436).

In the case of the FTAA, there are several negotiating tables at Level I (the international level): the hemispheric table at which the FTAA agreement is discussed; the multilateral table, taking place at the Doha WTO Round; and the regional/ sub-regional table, with a plethora of trade agreements that compete with each other as well as with the FTAA. 
A two level-game with a complex set of interactions between the tables in Level I and the tables in Level II is in progress. The different negotiating tables at Level I affect each other, while also enlarge or reduce the size of the win-set, therefore increasing or decreasing the chances of ratification at Level II.   Negotiations do not proceed in a linear fashion from one level to the next; instead there is an interactive game in which negotiations in one level affect policy options at the other level. The challenge for FTAA leaders lies in creating “synergetic linkages” between both levels to make heterogeneous and even competing interests compatible with one another in the years ahead. The ability of political leaders to strike a deal will depend on the constitution of supportive domestic coalitions formed by potential beneficiaries coupled with the creation of offsetting mechanisms to compensate losers. Governments split in this tug of war will be forced to cope with interactive two-level games, constantly plugging holes, keeping the wheels turning and searching for partnerships and cooperation.   

The coming stage in the FTAA is one of intensive bargaining during which prior technical mapping will give way to political bargaining in order to settle the issues that will mark the content and coverage of the agreement. The magnitude of market offers due to be tabled as from 15 December 2002 will be an indicator of political stamina. The main challenges to the grand bargain (at Level I) are posed by

1) the mixed feelings about trade liberalization in the US, mainly reflected in the tightness of the TPA, which curtails the ability of US negotiators to advance in many areas of interest for the LAC region;

2) the course adopted by the US foreign policy during the Bush Administration, which may lead to an upsurge of nationalism  in the region; 

3) the erosion of political and economic stability in the region with negative implications for continuing reforms ;

4) the competition with concurrent multilateral and bilateral negotiations which can either pave the way or place obstacles in the road towards the FTAA.

The paper is structured into four sections. Section 2 provides a brief account of the FTAA incremental process. Section 3 sketches out the patterns of incentives in each sub-region broadly defined and broadly taken. The fourth section analyzes each of the four challenges for the completion of the FTAA negotiations. Finally, short term prospects are cast out.

2. The FTAA : the flow of political direction to technical progress

The Free Trade Area of the Americas (FTAA) is in a decisive stage in terms of the political commitment to the grand bargain. The passing of Trade Promotion Authority  (TPA) by Congress in 2002 removed the hurdle undermining the credibility of the US in the negotiating progress. The Quito Ministerial Meeting in November 2002 handed over chairmanship to the United States and Brazil. A working agreement between the chairs, two leading actors in the process constitutes a prerequisite for substantive progress on issues that remain unsettled and for the culmination of current negotiations. 

During the period between the 1994 Miami Summit in and the 2001 Buenos Aires Ministerial meeting, the driving force was the self-propelling engine of a sizeable bureaucratic machinery, in line with the hypothesis that the cumulative weight of decision-making at by mid-ranking officials would  significantly affect the available strategic choices. It would achieve this by foreclosing some options and opening others. 

The San Jose ministerial meeting in 1998  set up the broad rules under which the FTAA negotiating process would be conducted and the structure for the negotiations. In regards to the former, government representatives agreed that the FTAA agreement 

· would be a single undertaking with balanced rights and obligations; 

· would respect existing regional and bilateral arrangements to the extent that they were deeper than the hemispheric agreement; 

· would allow countries to negotiate either individually or as members of a group; would take into account differences in size and development; 

· negotiations would end in 2005.

As for structure the San Jose ministerial meeting established the Trade Negotiating Committee with a rotating chairmanship. Mirroring (though not perfectly) the WTO agenda negotiations were split in nine negotiating groups: market access; services; agriculture; competition policy; government procurement; investment; intellectual property; dispute settlement, and antidumping, subsidies and countervailing duties. The condition of a single undertaking coupled with the nine working group structure suggest a replica of the WTO tension between compartmentalization and coordination. In the ideal world of the single undertaking nothing is settled until the whole comes together satisfactorily for all participants. All issues are considered in the light of their implications for the whole package. In the real world, compartmentalization clearly allows progress: at the very least it ensures that the process does not go off track, even if less substantive definitions are reached.

Of course this interrelationship between the day-to-day management of diplomacy and strategic policy objectives has always been part of policy-making. But today the process has become both denser and more porous with plenty of interstices for influence from competing interests which taken together add to the complexity of arriving at an agreement. The agreement will finally evolve out of an accumulation of small decisions, adjustment to circumstances and reactions to situation, but the stage ahead will require a degree of political input that cannot be provided by the sole expansion of analytical procedures. 

3. Multiform interests: sketching out patterns of motivation at domestic and sub-regional levels 
Total Western Hemisphere exports before the late nineties crisis were in the order of US$1.2 bn of which more than half were accounted by intra-hemispheric flows. True, the bulk of intra-hemispheric trade is explained by intra-NAFTA trade. In spite of this fact it is worth highlighting that even with the exclusion of NAFTA, intra-hemispheric trade experienced high growth rates, fostered by structural reforms, the conclusion of new sub-regional trade agreements such as Mercosur or the Group of Three (G3) and the revival of previous arrangements such as the Central American Common Market (CACM), Caricom or the Andean Community.

The vast regional asymmetries such as the uneven levels of development, the different economic structures, the great disparities in terms of geographic size and, to state the obvious, the contrasting and even conflicting trade interests constitute an outstanding feature of the hemispheric integration process. The FTAA includes both the US, the single largest economy in the world and Haiti, one of the poorest nations in the world. High inequality and a skewed income distribution are distinctive features of LAC. It is well known that Latin America is the region with the most unequal income distribution in the world. Although poverty may not be as widespread as in Africa, the gap between the rich and the poor is wider. More than two thirds of hemispheric countries could be considered small economies. Despite the vagueness of this categorization (over which FTAA negotiations have not reached an agreement yet), the most accepted indicators definitions rely on figures such as GDP, land area and population; and policy-related indicators such as high degree of openness, lack of export diversification, and dependence on trade taxes
.

The heterogeneity of the 34 countries involved is translated in the different interests in the process and the different positions adopted by parties. Trade relations between non-NAFTA economies and the US is far from being homogeneous, with a pattern of heavy dependence on exports to the US (50% or more) in Central America and the Caribbean, and more modest dependence (below 25%) in the Southern Cone. For Latin America and the Caribbean the FTAA represents mainly the opportunity to ensure for its exporters more stable and reliable access to the US market, and therefore, a pillar to sustain export-led growth. Despite potential gains, adjustment costs should not be ignored. The fact that Latin American average tariffs (not withstanding differences) are much higher than those applied by the US implies that Latin American economies will bear the cost of tariff-reduction.

At the aggregate level incentives to join the grand bargain of the hemispheric project, which implies an assault on the network of bilateral deals littering the continent, vary widely across the Americas.  Despite the manifold centrifugal forces stemming from the interest in retaining these deals, the main carrot in the FTAA for LAC is the promise of free trade with the US. While Uruguay, Central America and Chile have been largely enthusiastic Brazil, Mexico, and Venezuela, on contrasting grounds have been less keen. The following is a broad-brush picture; it does not do justice to micro-level incentives and business interest coalitions, which far from dormant are often in the driver’s seat. 
It is also centred on the axis of LAC-US incentives which are considered to be the most difficult to articulate, disregarding for the purpose of the discussion of the intra-LAC interests.

3.1. The United States 
The Western Hemisphere (excluding NAFTA) was one of the fastest growing markets for US exports during the nineties. At closer inspection, leaving NAFTA aside, the hemisphere still represents a marginal destination for US exports. Although US exports (excluding Mexico) grew at an annual rate of 17% between 1990 and 1996, and at 20% annual rate between 1997 and 1999 (Wise, 2001), exports to FTAA countries (excluding NAFTA) represented in 1999 only a 7.17% of US total exports (GAO, 2001). 

Trade is not necessarily the main engine that sustains US interest.  Trade policy has never been for the US just about trade. Since 1914 but especially from the 1930s onwards, the US has felt responsible for leading free trade crusade. This mission was conducted under a variety of political imperatives depending on the particular circumstances. As such, trade liberalization has become mixed with other causes, including the conflation of markets and political freedoms under US leadership. In essence, this was a universal projection of the American dream - a vision of economic plenty in the context of political freedom as expressed some decades later in the notion of a ‘free world’. Often a menace or an enemy was necessary to garner consensus on further liberalization. The GATT and the Bretton-Woods System were, to a large extent, the economic counterpart of the NATO containment strategy during the Cold War. A similar spirit has been re-embodied in the Trade Act of 2002 which states that: 

“The expansion of international trade is vital to the national security of the United States. Trade is critical to the economic growth and strength of the United States and its leadership in the world. Stable trading relationships promote security and prosperity. Trade arrangements today serve the same purposes that security pacts played during the Cold War, binding nations together through a series of rights and obligations. Leadership by the United States in international trade fosters open markets, democracy and peace throughout the world” (US Trade Act of 2002: Title XXI).

The events of September 11 2001 proved to be a catalyst, facilitating the approval of the TPA. In this sense FTAA is not purely about business, but also about a broader set of issues, which are intimately linked with the security agenda. It is likely that hemispheric integration will increase US leverage in the regional management of new security issues (Philips, 2002). In this light the FTAA has been depicted as a reassertion an of US hegemony in the hemisphere vis-a-vis extra hemispheric interests, or as some scholars have put it, as a renewed version of the Monroe Doctrine for the XXI century (Bulmer-Thomas and Page, 1999)
. Essential to achieving this goal, is part of the race for establishing incentives for competing investment. 

In the new agenda the state sheds its role of provider of welfare to become a “competition state” whose main aim is to facilitate market transactions (Cerny, 1990).
 Interest here lies in the provision of a favourable regulatory framework. The FTAA would serve to establish a uniform discipline across the Hemisphere in regards to intellectual property and investment protection, effectively serving to lock in the protection of American business in the region. A key interest is the replication of the investor-state principle included in NAFTA
. As publicly expressed in the USTR’s website:  

“The United States has not submitted a proposal, but supports a right for investors to submit an investment dispute with an FTAA government to international arbitrations as long as the provisions governing the arbitration mechanism are properly framed. It is examining specific areas of standard investor-State provisions to determine where more specificity may be needed, such as with respect to the transparency of the process” (Negotiating Group on Investment, Public Summary of US position).  

By the same token, the TPA aims to ensure hemisphere-wide a degree of protection for investments and intellectual property similar to the one provided by US laws
. In this regard, the FTAA can be viewed in the light of the US administration interests, as a tool for advancing towards a hemispheric standards convergence in trade agenda issues.  “Standards harmonization” can be better understood in the US tradition of extraterritoriality in the application of its legal provisions
, since standard convergence ultimately means extending US legal provisions in issues such as intellectual property, services and investment
.

The FTAA also brings to the US government the opportunity to push forward in a much more manageable environment issues that seem intractable in the WTO, as. labor and environment provisions.  Still, the US has yet to reconstruct the domestic coalition that promoted NAFTA and that has not nearly been as active in hemispheric negotiations (Wise, 2001) in order to offset the resistance stemming from political, business and labor actors that do not share an un-quavering faith in trade liberalization.  While the hemispheric project relies on the support of the financial community and in business linked to intellectual property and services provision, a broad and heterogeneous coalition integrated by unions, environmental NGOs and agricultural and steel producers might still use their lobbying abilities in Capitol Hill to attempt to block or reshape the initiative as it moves along. In sum, interest aggregation is a task ahead.

3.2. Central America and the Caribbean

Both the Central American Common Market and the Caribbean Community (Caricom) had gathered momentum in the early 90s amidst the wave of revival of sub-regional integration arrangements; however, by the end of the decade progress was stalled. The CACM postponed until 2005 the launching of its CET, originally envisaged for 1999,. In the case of CARICOM, its member have been unable to accomplish the 1992 CET reduction scheme (CEPAL, 2001) 

Central American and Caribbean countries account for a large number of FTAA members. All countries from both these sub-regions are small economies. Their numeric superiority gives them a degree of leverage at the negotiations table, despite strong centrifugal forces, which impede holding joint positions on all fronts. The region-wide spread of the “spaghetti bowl” of trade agreements undermines their ability to negotiate as a bloc, by inducing sub-regional countries to seek integration at the regional or multilateral level or to explore sub-regional integration but with a large partner, rather than deepening existing trade arrangements. This is especially so for the CACM.  For instance, despite the fact that all Central American countries have a FTA with Mexico, they did not negotiate in a unified bloc as the CACM. Far from that, Costa Rica and Nicaragua, in the first place, and the Northern Triangle (Guatemala, Honduras and El Salvador) after, reached an agreement with Mexico. Furthermore, Costa Rica has signed an FTA with Canada.

However, the principle of decision-making by consensus has allowed the Regional Negotiating Machinery set up by the Caribbean countries to improve their negotiating odds, on occasions blocking progress in negotiating groups, as when the CARICOM was able to block an agreement reached by the US, South and Central America on the definition of the base tariff for market access negotiations (Keat, 2002).

True to the principle of small is beautiful, both Caribbean and Central American exports have obtained preferential access to the US, Canadian through regimes such as the Caribbean Basin Initiative (CBI) and the Canadian Programs for Commonwealth Caribbean Trade, Investment and Industrial Cooperation (CARIBCAN). Europe, in turn devised, first the Lomé Convention; and then the Cotonou Convention. Although the FTAA brings the opportunity to lock US unilateral trade concessions, thereby avoiding the painstaking lobbying task demanded when the life-time of preferential regimes comes to an end, hemispheric integration would increase competition by granting also unrestricted access to other hemispheric economies.

Caribbean countries are heavily dependent on US trade; yet at the same time they have a strong reliance on tariffs as a source of revenues. Tourism and related transportation services are important sources of foreign investment attraction. Tourism represents 40% of Caribbean exports of goods and services, providing employment to one fifth of the sub-region workers (Jessen and Rodríguez, 1999). The FTAA may encourage investment in other services such as fast food restaurants, telemarketing, data processing, real estate and entertainment companies, as a consequence of tourism expansion (Pantojas-García, 2001). 

However, the FTAA also posits several risks for these countries. In spite of the work of the Special Consultative Group on Small Economies created at the 1998 Santiago Ministerial, Caribbean representatives have raised complaints about the fact that concerns for the fate of small economies, usually present in Ministerial and Summit declarations, has not been included in the draft version of the agreement. Furthermore they complain about the fact that the issues contained in the social agenda and compensation mechanisms are not part of the negotiations, despite the fact that they were included in the Miami and Santiago Plans of Action (Girvan, 2001). Uninspiring as the FTAA might be for Caribbean countries, defection is not a valid alternative. The CBI 2000 established as a precondition for preferential access, willingness to be part of the hemispheric arrangement. 

Central American economies also show a heavy reliance on the US market as a destination for exports.  With the exception of Costa Rica, which after the establishment of Intel has been able to shift from traditional exports such as bananas and coffee, to computer chips, the isthmus economies are mostly dependent on traditional exports (sugar, bananas, coffee, fisheries, etc.) and off-shore processed goods. Export Processing Zones (EPZ) have played a key role in the attraction of investments, especially in the apparel sector, mainly benefiting from the preferential access to the US market established by the Guaranteed Access Level (GAL) program
.  

A good part of the substance in these sub-regional integration schemes will wither if the FTAA reaches a grand bargain. Others such as the integration of infrastructure, electric interconnection, social services, tourist services in the CACM are prone to be catalyzed. One can foresee a continued role the Regional Negotiating Machinery in CARICOM- an idea to be emulated elsewhere.  

3.3. The Andean Community

The United States is the Andean Community’s main trading partner, being both the major import source and accounting for nearly half of exports. Exports are quite concentrated in a relatively small number of primary products. Oil and its derivatives, which enjoy almost unrestricted access to the US market represented a 59% of total Andean exports in 2000 (SELA, 2001).  Other key exports include coffee, gold, bananas and coal.  Andean exports have benefited mainly from two preferential schemes: the Generalized System of Preferences and the Andean Trade Preference Act (ATPA), designed as a tool in the struggle against drug trade. The ATPA, included in the 2002 Trade Act, was recently renewed, albeit with some relevant changes.  In the original ATPA textile and garment exports were excluded from tariff benefits. The new ATPA establishes trade preferences for textile and apparel products provided that they are dyed, printed and finished in the US. This provision was the price for securing the vote of the North Carolina Representative Jim De Mint. In addition the new ATPA authorizes free access to other goods if they US Executive considers that they are not sensitive. These include footwear, watches and oil and its derivatives, among others. 

In this vein, a significant goal for Andean Countries in the hemispheric negotiations lies in the consolidation of these unilateral preferences. The FTAA offers the opportunity to provide a secure footing to market access, solidifying the unilateral concessions granted by the United States in the ATPA and the GSP. Both business and unions in the textile and garment industry are prone to provide support the FTAA. On the other hand, hemispheric liberalization will undermine the benefits of discrimination by eroding Andean preferences. 

At the same time, a grand hemispheric bargain poses the risk of dilution of central elements of the Andean initiative. Two strategies (Gil, 2001) have been suggested to offset this risk : 

· deepening the agreement,  by the elimination of exceptions to free trade and common disciplines, and speeding up trade liberalization schedules; and 

· sustaining differential treatment for different level of development which could translate into different pashing in periods for commitments. 

The FTAA process has spruced up the Andean Community, now bent on a search for fresh relevance.  This arrangement has a 30 year history and a web of institutions, albeit, not without conflicts and setbacks. Steps have already been taken in order to achieve full trade liberalization by 2005, covering topics of the new trade agenda and entailing also macroeconomic policies coordination and common social and foreign policies (Fairlie, 2001). The level of almost perennial conflict over the CET seems to be waning. Although, Bolivia and Peru with lower tariff level are in practice not applying the CET while Ecuador has a considerable number of exceptions, the outline of an agreement was reached in late 2002. The agreement covers 62% of the tariff structure, and makes a commitment to agree on the remaining 38% by December 15 2002 (El Comercio, October 15, 2002) It is supposed to be fully enforced by 2005, by when the Andean Common Market should also be in place
. 
Colombia and Venezuela deserve special consideration. While the former has suffered an intensification of guerrilla activities in the course of the last five years, the latter has been subject to intense political strife in 2002. The current Colombian administration, which has come close to the US in terms of drug trade and security issues, is likely to favor progress in the FTAA. On the other hand, the Venezuelan president remains defiant. This divergence casts a mantle of doubts over the ability of the Andean nations to maintain, as they have done so far, a unified front in the negotiating process. It is worth highlighting that Venezuela is the only country that signed the Quebec 2001 declaration with reservations. In the same vein, anti-globalizers have usually portrayed Venezuela and its divisive president as the “last line” against what they deem a US hegemonic project. Furthermore, Venezuela has few trade incentives to participate as a full member in the FTAA. More than 80% of Venezuelan exports are constituted by oil and derivatives, which already face few or no barriers. Some centrifugal forces can thus be expected to remain in the region despite the Andean Community’s search for relevance 
3.4. The Southern Cone: Brazil and Chile

The southern cone presents a fragmented outlook resulting mainly from the hard fact that economies are less dependent on the US market and where the pattern of intra-regional trade is denser. In this scenario, Brazil and Chile represent two ends of a spectrum concerning the attitude towards trade openness in general, and the FTAA in particular. State and societal perceptions about free trade are also affected in some cases by the financial and economic crisis in Argentina, still struggling with the ravages of a four-year recession, debt default and the collapse of its currency. 

Chile is generally regarded as a classical case free trader. With exports reaching 30% of the GDP, the country has displayed a broad range of resources to become an active demandeur in bilateral, hemispheric, regional and cross- regional trade negotiations. Chile was thus affected by the absence in the US of fast track authority between 1994 and 2002, which led to the pursuit of FTAs with Canada and Mexico, and exploring the Mercosur alternative.

On the other side, Brazil has often been portrayed as a reluctant participant in the FTAA process. Several reasons lie behind this image. In the first place, Brazil is a continental economy with a dense domestic market; it remains as one of the less open economies of the region with the highest average regional tariff (14.3%) and with exports accounting for less than 10% of its GDP. Business interest in the hemispheric initiative has been lukewarm. A recent poll conducted among Sao Paulo businessmen, revealed that 52% of the surveyed executives had not taken yet a position in regards to the FTAA, and that 22% of them favored delaying negotiations in order to provide potential losers with a time to adjust to increased foreign competition
 (FIESP-Vox Populi, April 2002). Organized civil society is highly opposed to the FTAA
. A referendum organized by more than 60 civil society organizations and which received the support of the National Catholic Bishops Confederation revealed that more than 90% of the people that went to vote were against the FTAA and in favor of quitting negotiations (Infobae, September 17th, 2002). 

In the second place, Brazil’s main exports to the US, which range from relatively high tech goods such as airships, tractor-parts, explosion engines and telecommunications equipment; low skilled labor intensive goods such as footwear, and natural resources intensive goods like oil, steel, and paper, have often been the target of the wide gamut of US protectionist instruments (tariff peaks, antidumping and countervailing duties, to name a few. That has been the case, for instance, with orange juice, footwear, apparel and sugar exports. Therefore, a key element driving Brazilian interest in the FTAA lies in the US administration’ ability and willingness to relax its trade remedy laws (Ventura Dias, 2001; Weintraub, 2002; Barbosa, 2002). The passing of the Farm Bill and the imposition of countervailing duties on Brazilian steel exports in March 2002 reinforced Brazilian overall skepticism.

At the same time Brazil is a substantive target of US interest. Intellectual property has been for several years at the center of bilateral conflict. In regards to services liberalization, Brazil, alongside with the other Mercosur members favor a positive list approach, similar to the GATS and the Mercosur Montevideo Protocol on Services Liberalization (Bouzas and da Motta Veiga, 2002), while the US is in favor of a broad liberalization scheme, following a negative-list approach. (Marconini, 2002)
.  On government procurement, Brazil opposes US intention of including state companies and sub-national entities under the FTAA agreement.  

Consequently, disagreements on procedural issues prop up quite constantly. Brazil advocated the single undertaking, decision-making by consensus and the possibility of negotiating as part of a bloc, as ruling principles for the FTAA negotiations (Barbosa, 2002), in opposition to US desires for an early harvest and a country-by-country negotiations. Also, at the Buenos Aires Ministerial meeting, the Brazilian delegation rejected the US and Chilean proposal for an earlier end for negotiations (Financial Times, April 9th 2001).

Finally, Brazil´s foreign policy has a distinctive global vision centered on increasing its political influence. For decades its approach to trade and economic relations has been driven by this so-called “globalist  paradigm”  which posits that Brazil must diversify its foreign relations in order to counter-balance US hegemony in the Americas (Soares de Lima, 1994). Against this backdrop foreign economic policy has privileged both sub-regional and multilateral negotiations attempting to hedge its bets and increase its leverage vis-a-vis the United States. The interest in broadening Mercosur and in the project of a South American Free Trade Agreement (SAFTA), underscore this vision. For the same reason multilateral trade negotiations are of utmost importance. Here rather than at the sub-regional level Brazil has relied on like-minded allies, such as India and South Africa, to block the most ambitious goals promoted by the US and Europe in the new trade agenda.  Expectations placed on Brazil´s new government are high in this area. 

Having mapped particular incentives of parties to join the FTAA as a grand bargain that meshes and melts regional and sub-regional agreements, the next section will address the collective challenges to create a policy synergy. Although some of these challenges stem from the nature of domestic constituencies, they are substantive enough to create entanglements across national boundaries; they are thus part of the collective undertaking.

4. The Challenges Ahead 
4.1. The US: the search for a liberalizing coalition? 

The US has been a long time crusader for trade liberalization. Both foreign policy imperatives and political economy reasons serve to explain US position towards trade liberalization. In the first place, influenced by Wilsonian ideas, US political elites increasingly tended to view free trade as a pre-requisite for international peace and as a component of US security
. Secondly, a wide and strong domestic coalition, which included unions, multinationals, banks and consumer groups, supported this policy. The pro-trade coalition broke down in the 1970s when economic downturn and increasing competition from Europe and Japan led unions and other vulnerable sectors to favor protectionism again. 

“Support for full free trade was now mainly confined to a narrow yet powerful coalition of multinational corporations and banks, neo-liberal economic experts and foreign government representatives seeking access to the US market. Technological change and the shift of production overseas alarmed both labor unions and small business, which in turn affected both political parties at the state and congressional level.” (FitzGerald, 1999) 

The rupture in the broad domestic consensus in favor of free trade and the wave of parochial isolationism that swept through the US after the end of the Cold War have increasingly complicated the task of free trade advocates in the US.  Protectionist sectors constitute powerful lobbies that are entrenched in the US Congress, which has become a sometimes un-surmountable barrier for free trade. Pro-trade actors have at sometime counterbalanced protectionist forces, as was the case with NAFTA, which gathered support from a large amount of US business. However, this powerful liberalizing coalition does not seem to be pushing forward the hemispheric project as it did with NAFTA almost a decade ago. So far, US business has not shown much passion for hemispheric negotiation (Mackay, 2002).  

The leverage that protectionist lobbies enjoy in Capitol Hill, first prevented passing fast track legislation during former President Clinton´s administration, and subsequently, raised the price that George W. Bush had to pay in order to win the TPA battle in Congress, putting end to the eight year period, in which the Executive lacked the attributes to be a credible partner. The approval of the TPA was a painstaking bargaining process between the Executive and the Legislative, in which the narrow margins registered in two occasions in the voting in the House of Representatives clearly prove that, even after making significant concessions, free trade is not widely supported in the US. Before the approval of the Trade Act, President Bush assuaged protectionist prone sectors and imposed duties on steel imports, and signed the new farm bill, providing a momentous increase in subsidies, and marking a reversal of the trends in the previous farm bill
. Further concessions had to granted to obtain TPA. In particular, the TPA establishes a congressional oversight mechanism, which requires the USTR to consult with the Congressional Committees during the negotiations, and prior to initialing any agreement involving agriculture. In addition, the TPA clearly instructs the USTR to preserve US power to enforce its own trade-relief legislation and avoid agreements that would curtail the ability to use anti-dumping and countervailing duties legislation. 

The language included in the TPA severely reduces the size of the win-set, in the sense that the consultation procedures established for issues such as agriculture, or dispositions regarding labor and environmental standards, as well as dispositions regarding intellectual property will probably be hard to swallow for certain Latin American countries, crucially Brazil. The restrictions placed by the US Congress in the areas of agriculture and trade-remedy laws decrease the attractiveness of an agreement with the US, since the prospects of access to the US markets are dimmed. In essence, in these areas, fast track authority is hollow.
4. 2. The US: the sting of unilateralism?  

The lack of the pro-trade coalition is compounded by the willingness to apply unilateral action. The Clinton administration never ruled out unilateral action (Russell, 1994), but it is evident that the George W. Bush administration has given this tool a privileged role for securing foreign policy goals.  September 11 reinforced this strong temptation, manifested in the rejection of the Kyoto Protocol, the withdrawal from the 1972 Anti-Ballistic Missile Treaty and the repeal of the International Criminal Court. The persistence of this shortsighted policy, which sows bitter seeds where cooperation is needed, has been pointed out. (Nye, 2002a; Nye, 2002b) 

In the regional arena, despite Bush’s promise of giving special priority to hemispheric relations, Latin American hopes have been dashed by several events. In the first place, the team appointed by Bush to conduct US hemispheric policy brought back some members of the 80s “old guard”, including people that were responsible of Central American policy in the Reagan administration and were even involved in the Iran-Contras affair (Clarín, October 1st 2001). In the second place, since September 2001, US foreign policy has fallen into an active neglect of the region, with Mexico, Colombia and Cuba standing out, for different reasons, as partial exceptions.  Although US officials have attempted to correct this image, the common perception is that, despite Bush’s rhetorical enthusiasm during the presidential campaign and his gestures during the first months in office, regional interests seem to have been relegated to a distant nth place on the agenda (The Economist, March 21st 2002; El Cronista, July 8th 2002). In addition, consistent with the profile of the staff in charge of Western Hemisphere issues, overt and covert support to a  non-democratic solution  in Venezuela’s April institutional crisis, shows that commitment to democratic procedures has faltered. Since the second half of the 1980s, the promotion of democracy in Latin America had become a foreign policy goal shared both by republicans and democrats (De la Balze, 2001). True, in case of conflict between US interests and the promotion of democracy, the former prevailed. However, during the 1990’s the US contributed to prevent or to put an end to authoritarian regimes in Guatemala, Haiti and Paraguay, and in the case of Peru, at least it pressured in favor of democratic normalization after the 1992 presidential institutionally-led coup (Domìnguez, 1999).  After the Venezuelan crisis, according to many observers US commitment with the defense and promotion of democracy seems to be at least faint-hearted (Tokatlián, 2002; Bagley, 2002).  Finally, the US management of the Argentinean financial crisis adds further worries about the nature of US hemispheric leadership.  

This set of events has affected the image of the US in the region, decreasing its credibility among hemispheric governments (Licha, 2002). Although polls show that on average, Latin Americans have a positive image of the US, the proportion of people with negative opinions about the US has risen from 18 to 27% during the last two years (Oppenheimmer, 2002). According to the results from the poll, the countries where the US obtains the highest positive image in public opinion are Chile, Colombia and Panama. Bolivia and Argentina are the countries where the US attracts less positive opinions.  The significant hike in negative opinion reflects the feeling that Latin America has been given a cold shoulder. The risks entailed can overspill onto the FTAA process (McLarty, 2002). If US is perceived by its regional counter-parts as an unreliable partner or if anti-US sentiments keep growing in the region, the task of leaders committed with the hemispheric project will become difficult, since those who are opposed to the FTAA will be able to gather a good amount of evidence to argue that the FTAA is about domination and not about trade. 

4. 3. Reform in LAC: where next?

At the time the Miami Summit the LAC outlook was quite optimistic. Countries in the region were making progress both in the political and economic front, leaving behind the worst excesses of authoritarianism, regulation and protectionism. When the heads of state of the Western Hemisphere signed the 1994 Miami Declaration and Plan of Action  there was general consensus in favor of trade liberalization and structural reforms
. Consensus about reforms was shared both by political elites and electorates. Reforming administrations were not only elected but also re-elected. The outstanding electoral performance of reforming administrations led to question the traditional literature on economic reforms, which held that there was no room for structural adjustment under democracies because of the painful transition costs involved (Gervasoni, 1995).  

Today the picture seems to have changed radically. The succession of global financial crisis that spread through the second half of the 90s had a serious impact in the region, leading not only to economic downturn, but also to political backlash. Discontent is high and unrest simmers in many areas. Old and new forms of political violence and social disruption may still undermine democratic stability. Ever since the Miami Summit Venezuela, Argentina, Ecuador, Peru and Paraguay have been in throes of deep political crises. The outlook for Colombia’s domestic strife has worsened in the last five years.

The first tangible indicator of financial crisis was the decline in the massive inflow of FDI that had swept into the region during the past decade. Figures in Table 1 show the sharp drop in FDI, particularly after 1999. With the exception of Mexico   the trend marked all the region reflecting the change in the mood of investors in regards to emerging markets in general, and LAC in particular. The financial crises, either regional or extra-regional, resulted in financial contagion
 and recession. Even in countries that have continued to grow, albeit at significantly lower levels, unemployment remains high. Trade arrangements were highly vulnerable to shifts and crises in exchange rates, foreign investment and capital flows.  Financial crises not only spread quickly across the region, severely affected trade flows, and stimulated new versions of beggar-thy neighbour behaviour (Tussie, forthcoming).

Table 1. Foreign Direct Investment inflows for Latin America and the Caribbean 1990-2001 (US$ millions)

	Countries
	1990-94 (a)
	1995
	1996
	1997
	1998
	1999
	2000
	2001 (b)

	1. LAIA
	14,371
	28,084
	41,741
	61,458
	66,661
	82,769
	70,404
	45,490

	Argentina
	2,971
	5,610
	6,949
	9,161
	7,292
	23,984
	11,665
	5,383

	Bolivia
	85
	393
	474
	731
	957
	1,016
	733
	551

	Brazil
	1,703
	4,859
	11,200
	19,650
	31,913
	28,576
	32,779
	17,292

	Chile
	1,129
	2,657
	4,634
	5,219
	4,638
	9,221
	3,675
	4,455

	Colombia
	818
	968
	3,112
	5,562
	2,829
	1,468
	2,376
	2,310

	Ecuador
	293
	470
	491
	625
	814
	690
	720
	600

	Mexico
	5,430
	9,526
	9,186
	12,831
	11,312
	11,915
	13,286
	12,775

	Paraguay
	98
	103
	149
	236
	342
	87
	82
	80

	Peru
	785
	2,056
	3,226
	1,781
	1,905
	2,390
	680
	723

	Uruguay
	...
	157
	137
	126
	164
	235
	298
	250

	Venezuela
	836
	985
	2,183
	5,536
	4,495
	3,187
	4,110
	1,071

	2. Central America and the Caribbean
	1,410
	1,926
	2,068
	4,140
	5,542
	5,261
	3,657
	3,000

	3. Caribbean Financial Centers
	2,506
	1,270
	8,627
	7,827
	12,130
	17,113
	13,941
	11,000

	Total
	18,287
	30,934
	52,413
	73,084
	84,295
	103,930
	87,266
	59,490


Source: ECLAC (2002)

(a) Annual average

(b) Preliminary estimates

Countries are struggling with rating downgrades, high debt to GDP ratios and in some cases, collapsing public finances. Disappointing growth rates have led to doubts about the promise held by reform policies. The regional annual average GDP and GDP/capita growth rates during the 1990s barely hit 3.2 and 1.4% respectively (ECLAC, 2001). These figures fall far behind the growth rates experienced from 1950 to 1980. Although no country in the region has rolled back reforms, reform policies have come under fire and are being held responsible for the political, economic and social troubles that afflict many countries.  Polls show that discontent and disillusion simmers. Citizens seem to be demanding a greater role for the state; privatization, particularly, does not elicit the same positive feelings of the early 1990s; (The Economist, August 15th, 2002).  Massive demonstrations in Arequipa, Peru, in mid-2002 stopped the privatization of the local electricity company and resulted in a cabinet reshuffling for the Toledo Administration. Also, the passing of an adjustment bill in Paraguay, a prior condition for securing an IMF loan, led to riots in Asuncion and demands for the president’s resignation (The Economist, September 26th 2002). The outstanding performance of coca growers union leader Evo Morales and of the populist politician Manfred Villa Reyes in presidential election also reflect the discontent of a broad spectrum of the population with the economic malaise in the region, and its association with so-called neo-liberal reforms. Although it remains to be demonstrated whether economic reforms lie behind the economic hardship, in the end, if citizens associate market reforms with the current state of affairs, gathering domestic consensus for the approval of an hemispheric free trade agreement will prove to be a painstaking task in a number of countries. The high level of popular support received by president Lula in Brazil shows that expectations of a population voting for change are high.

4.4. Entrenched bilateralism? Hollowing out? 

Competing multilateral and bilateral trade negotiations present another challenge for the FTAA process as a genuine free trade area, rather than a complex patchwork quilt of overlapping and competing agreements. The interaction with these two arenas, on one hand, the proliferation of bilateral deals; and, on the other, the WTO, can either boost the content of hemispheric negotiations or relegate them to an exercise in process. 

In the first place the final stage of FTAA negotiations and the multilateral round launched in Doha will take place simultaneously. In fact, both processes have January 2005 as the deadline to end negotiations. Hemispheric countries agreed that the FTAA would be WTO-plus. Thus the degree of attainment to the Doha schedule will ultimately influence the content of the WTO-plus nature of the final agreement. The simultaneity between these processes underscore the need to analyze the possible interactions that may arise between them and their nature. Granados (2000) distinguishes different types of positive and negative interactions. Assuming that free trade is a public good, positive interactions are those fostering trade liberalization, while negative interactions run in the opposite direction. Granados labels the former “cross fertilization” and the latter “blocking interactions”. Both types of linkages are likely to take place, in terms of process management and in terms of substantive issues on the agenda.

In the latter case, the type of interaction between multilateral and hemispheric negotiations will vary depending on the issue. A loss of steam in multilateral negotiations will have a negative impact on progress in agriculture and trade-relief measures negotiations at the hemispheric level. So far the United States has insisted that agriculture needs to be discussed globally, thereby conditioning substantive progress in the FTAA negotiations, to the progress in the WTO. No significant advances have been so far to explore the scope for a more constructive approach, such as agreeing on an equal treatment of subsidized imports or even product specific agreements in which all parties tie their hands to rid the hemisphere of subsidies
. 
In contrast it is quite likely that hemispheric negotiations in issues such as investment rules, government procurement and trade in services will move quickly and go further than the WTO. In the case of services liberalization, the fact that many sub-regional arrangements have gone beyond the GATS text ensures that the FTAA will be WTO plus in this area.  Regional and bilateral agreements have also always proven more amenable arena to place new issues in the trade agenda. The inclusion of environmental and labor standards in the FTAA agreement, a precondition demanded by the US Congress, could set a precedent to resuscitate these highly contentious issues in the WTO.

To sum up, the interaction with multilateral process can hollow out aspects of the FTAA. The fact that the US prefers to deal with agriculture, and trade relief measures at the WTO, and the likelihood that next multilateral round of negotiations will extend beyond 2005, can prove to be a blow on the expectations of many LAC members. For a global player such as Brazil this is an important consideration. Brazil’s global interests are better served at the multilateral level, which has the added advantage of requiring lower concessions than the ones that it would have to grant in the hemispheric setting. The reluctance of the US to make substantial concessions in agriculture, antidumping and subsidies in the FTAA, will reduce the attraction of hemispheric integration, leading many to believe that investing resources in the WTO is more worthwhile. 

By the same token, the proliferation of bilateral negotiations each with specific terms and conditions also compromise the broader Western Hemisphere negotiations. Acknowledging that hemispheric negotiations will be hard to complete, the US has followed a two-track strategy, simultaneously pursuing the goal of hemispheric negotiations and bilateral FTAs with as many LAC countries as possible. The USTR has informed Congress of intentions to negotiate FTAs with Guatemala, El Salvador, Costa Rica and Honduras. How much of the substance of these bilateral deals will be subsumed by the FTAA is unclear; but the fact remains that each country in possession of a bilateral deal will have fewer incentives in the FTAA.

Recent statements by USTR Robert Zoellick and US Deputy Undersecretary of State for the Western Hemisphere Otto Reich, claiming the FTAA to be a “voluntary club” (Ámbito Financiero, October 16th 2002) hint rather too strongly that the US might opt for bilateralism if it perceives that hemispheric negotiations constitute a road too long and too winding.  It is yet to be seen whether these statements constitute a serious strategy or just a negotiating posture to make Brazil tow the line
. 

But bilateralism lurks not just in strategy but also in the compartments of the decisions in the hands of the negotiating groups. Key in this area is the unsettled question on whether most favoured nation treatment (MFN) will be conditional or unconditional; and if market access offers will be made country by country as proposed by the US, or on an MFN basis.  As pointed out on the literature on multilateralism (Ruggie, 1994: 31) 

“Multilateralism is an extremely demanding institutional form, and the fact is that the hegemon has far more unilateral and bilateral options available to it” 

While multilateralism is an arrangement expected to “to yield a rough equivalence of benefits in the aggregate and over time; bilateralism in contrast, is premised on specific reciprocity, the simultaneous balancing of specific quid por quos by each party with every other at all times”. (Ruggie, 1994: 11)

5.Conclusion: Possible Scenarios

The very simple message of this paper is that the next phase of the FTAA requires a new ´fix¨ between technical advance and political push. It will rely less on analytical procedure than on political stamina to reconcile differences at both negotiating levels, the domestic (LevelI) and the international (Level I be it hemispheric or regional/subregional). The way in which the four collective challenges are solved will be crucial to the nature of hemispheric negotiations. They can operate, either constraining or enlarging the win-set, facilitating or obstructing the formation of a hemispheric free trade area. If political and financial uncertainty prevail in significant parts of LAC  (with epicenters in Argentina, Colombia and Venezuela); if the Bush Administration maintains the (benign?) neglect or indifference towards the region; if Congress is held captive to protectionist business coalitions it is likely that the chances of striking a substantive hemispheric deal will be tenuous. 

The passing of the TPA and the new composition of the US Congress after the November mid-term elections have increased the probability of crafting an FTAA agreement. The USTR will have to provide Brazil with a substantive offer in exchange for opening its economy. Despite the “spaghetti-bowl” effects that the proliferation of bilateral FTAs has created, in itself this strategy can also be seen as a subtle pressure on Brazil. If everybody else in Latin America but Brazil signs a free trade agreement with the US, the cost of staying out for Brazilian exporters will be raised. In this road, FTAs can act as a lever for Brazilian exporters to lobby their government. At Level I an early harvest has come in through the window.  

Multiple domestic constituencies (Level II) are bound to intensify their action in the coming years. Micro-economic domestic interests will be translated into the negotiating process as 

· whether MFN will be conditional or unconditional

· whether tariff reductions will vary by country

· whether treatment of products will be different for countries according to level of development

· whether main exports of small countries will be granted preferential treatment

· whether differential treatment will apply to import coverage.

Level II pressures will also be present in the insertion of a social purpose into negotiations These can be managed and emasculated but not be wished away. They will flourish in guises such as:

· the suggestion to include a social clause in trade agreements;

· the proposal for global safety nets

· the emergence of the debate on global public goods

· the increased emphasis given to economic and social rights in the human rights agenda

The call for these issues is not necessarily against anti-liberalization altogether. It is not crude nationalistic neo-protectionism, but a nuanced reaction to trade adjustment, accepting its inevitability yet seeking to manage potentially destructive aspects.  The motivations and social base of this phenomenon are now intertwined across the hemisphere, nurturing and converting one another and acting in both Levels I and II. As such they cannot easily be swept under the carpet.

A reversion in hemispheric momentum is out of the question. Between the two poles of inevitability and hollowness lies the domain of mixed motive, conflict of interest situations. Even in this domain partnership and cooperation are possible.  Though not every key player may be ready to move at the same time, what one or two do will itself create a situation likely to require others to act. The all become like wrestlers nervously circling one another.

These sets of constraints and challenges create the setting for two possible scenarios: in an “optimistic” scenario, differences are ironed out and an agreement that is palatable to competing constituencies is hammered out, palatable enough to obtain domestic ratification. The optimistic scenario assumes some sort of progress in multilateral negotiations, a review of the current US policy in the region and a US Executive, which is able to discipline protectionist forces. In contrast, in the “pessimistic” scenario, the Americas would live on among intense, fragmented negotiations. An FTAA of sorts would come into effect in 2005 with room for country by country by country bilateral reciprocity; with very generous transition times and temporary safeguards for sensitive sectors; with ample leeway for smaller economies (broadly and generously defined) as well as environmental and labor clauses. A hemispheric agreement characterized by the coexistence of several preferential trade arrangements with different degrees of coverage and depth would emerge. The FTAA would coexist with mushrooming and overlapping bilateral free trade agreements with lots of muddling through multiple dyads and compartments.
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� Following these criteria 26 of the 34 countries in the FTAA enter in the category of smaller economies: Antigua & Barbuda, Bahamas, Barbados, Belize, Bolivia, Costa Rica, Dominica, El Salvador, Ecuador, Grenada, Guatemala, Guyana, Haiti, Honduras, Jamaica, Montserrat, Nicaragua, Panama, Paraguay, Dominican Republic, St. Lucia, St Kitts & Nevis, St. Vincent & Grenadines, Surinam, Trinidad & Tobago, and Uruguay.


� Business interest coalitions in international trade negotiations are strikingly understudied. For a brave start see Narlikar and Woods in Tussie (2003)


� Centrifugal forces are most manifest at the microlevel where the structure of incentives varies by sector . For an analysis of  intra-regional incentives , see Vaillant (2002) xxxx


� It is worth recalling that hegemony, unlike domination, entails benefits, not only for the leader, but for the other actors (Hurrell, 1994). 


� Cerny (1990) develops the notion of “competition state” to articulate the new functions of the state in the context of the global character of production and exchange. Shifting away from the welfare state, the chief function of the competition state is to provide a stable macro and micro-environment to promote enterprise, innovation and profitability. States are compelled to compress public spending and public sector borrowing for they drive up interest rates and displace investment. The pattern is mercantilist not minimalist, given that the state continues to intervene extensively in areas, such as the development of microeconomic industrial policies that aim to heighten the country´s capacity to respond flexibly to changing competitive conditions. 


� NAFTA’s Chapter 11 establishes that private investors, can present cases for arbitration either under ICSID or UNCITRAL to prevent states not only  “directly nationalizing an investment”, but also to prevent states from taking measures “tantamount to nationalization or expropriation.” Interestingly there is some concern within the US regarding the interpretation that has been given to this principle. In its agreements with Chile and Singapore the US aims “to stipulate that “mere diminution” in company’s investment value is not equivalent to expropriation, and that changes in regulations designed to protect the public be exempted from lawsuits” (The Miami Herald, October 13th 2002)


� The TPA states that “Recognizing that United States law on the whole provides a high level of protection for investment, consistent or greater than the level required by international law, the principal negotiating objectives of the United States regarding foreign investments are to (…) secure for investors important rights comparable to those that would be available under United States legal principles and practice by – (…) d) seeking to establish standards for expropriation and compensation for expropriation consistent with the United States legal principles and practice; e) seeking to establishing standards for fair an equitable treatment consistent with United States legal principles and practice (…)”. The language contained in the TPA regarding intellectual property is quite similar, stating that the US looks for its promotion and protection through: “ensuring that the provisions of any multilateral or bilateral trade agreement governing intellectual property rights that is entered into by the United States reflect a standard protection similar to that found in the United States.”


� Extraterritoriality in the application of US laws has been recurrent, causing irritation abroad. A blunt example lies in the Cuban-Democracy Act (also known as the Torricelli act) and the Cuban Solidarity and Liberty Act (better known as the Helms-Burton act).  


� Not surprisingly, in the contentious issue of labor standards, the US has not favored standard harmonization but it has used the formula of “enforcement of domestic laws”.  If labor standards harmonization should adjust to the kind of harmonization that the US pretends in regards to investments or intellectual property, it would entail great costs for US business, since (despite their lax enforcement) most Latin American countries labor regulations are far more protective than US labor provisions.


� The  Guaranteed Access Level Program passed by the US Congress in 1986  grants unrestricted access to the US market for apparel assembled in the Caribbean Basin originated in US (Pantojas-García, 2001) 


� December 15th is the date when in which start the presentation of offers is opened. However , it is likely that negotiations regarding  the remaining 38% of the  Andean tariff structure, (over which Andean Countries have not struck a deal yet) will continue after that date, since it is not until April 15th 2003 that customs unions must notify their CET to the Trade Negotiating Committee.


� The poll also showed that a significant percentage of Sao Paulo businessmen (16%) had not yet formed an opinion of the FTAA and that 35% of them conditioned progress in negotiations to simultaneous domestic reforms.


� As put by The Economist  the high levels of rejection of the FTAA must be attributed  to the fact that  “Many Brazilians blame free trade for lost jobs: after opening up its economy in the early 1990s, Brazil suffered big trade deficits” (The Economist, September 12th, 2002).   


� Stephenson  (2002: 336-337) points out the difference between both schemes: “Under a positive list approach, countries undertake national treatment and market access commitments specifying the type of access or treatment offered to services or services suppliers in scheduled sectors (…) The alternative top-down, approach to services trade liberalization is based on negative listing, whereby all sectors and measures are to be liberalized unless otherwise specified in annexes containing reservations, or non conforming measures.” While Mercosur has followed the positive approach, NAFTA, the G3 and other sub-regional agreements have opted for the negative list scheme.


� Secretary of State Cordell Hull  in the 1930s claimed that the US had to take the initiative to halt the wave of protectionism and thereby reduce political tensions. As he fervently put it in an often quoted passage: ‘unhampered trade dovetailed with peace; high tariffs, trade barriers, and unfair economic competition, with war... if we could get a freer flow of trade...so that one country would not be deadly jealous of another and the living standards of all countries might rise, thereby eliminating the economic dissatisfaction that breeds war, we might have a reasonable chance of lasting peace’ (Gardner, 1969:9).





� The Agricultural Security and Rural Investments Act (the farm bill) includes, among other features, the authorization for the US Executive to disburse 180 US$ billion in terms of subsidies to agricultural producers along a ten-year period. (ECLAC & LATN, � HYPERLINK "http://www.latn.org.ar" ��www.latn.org.ar�, 2002)


� Consensus did not flounder despite the fact that ironically  just a few days after the Miami Summit, Mexico inaugurated the string of financial crises and had to undertake a massive devaluation after capital flight made the current exchange rate collapse.


� Helleiner (1999) identifies at least three different sources of financial and economic contagion: 1) direct link between financial institutions: that is when institutions have to sell assets in one country forced by margin calls and liquidity pressures in another; 2) psychological effects: that is the herd-like behaviour that characterizes financial markets with limited information –a typical prisoner’s dilemma; 3) contagion through direct trade links: that is, when one country enters into recession and affects the imports from another country due to reduction in the aggregate demand. 


� For instance, since all major soybeans producers are located in the Western Hemisphere, it would be possible the signature of an agreement eliminating subsidies in this sector (The Economist, November 1st 2002). Another possibility lies in reaching an agreement similar to the post Blair House bilateral agreement between the EU and Australia, the so-called Andriessen clause, whereby  the EU made a commitment not to sell subsidized agricultural products in South East.


� Recently, USTR Zoellick  using an euphemism saying that if Latin Americans did not want free trade with the US they could go South to Antarctica (Oppenheimmer, 2002b). 
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