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For those who believe that international trade increases world 
economic welfare, the best negotiating forum for reaching 
trade deals has to be the global one, the World Trade 
Organization. Its importance also explains why the WTO is 
anathema to trade and globalization skeptics. There is 
considerable disagreement among analysts as to whether 
nonglobal trade agreements also stimulate total trade, but few 
analysts contend that they can substitute for global 
negotiations. The stimulus contention is that more 
comprehensive commitments can be negotiated in smaller 
negotiations. The North American Free Trade Agreement 
(NAFTA) went much further in liberalizing trade and 
investment rights and obligations among the three countries of 
North America than would have been possible in the Uruguay 
Round then under negotiation in the General Agreement on 
Tariffs and Trade; and, some of these advances were later 
incorporated in the final Uruguay Round agreement. The 
downside of these smaller free-trade agreements is that they 
discriminate against countries not party to them. They 
therefore negate the most important principle of the WTO, that 
of most-favored-nation (nondiscriminatory) treatment. This 
much is common knowledge among trade policy experts. 
 
Robert Zoellick, the U.S. trade representative, has enunciated a 
strategy that he calls “competitive liberalization.” He laid out his 
thinking in a recent Wall Street Journal article (7/10/03). What 
this competition means in practice is that the United States will 
negotiate reductions in trade barriers simultaneously in a 
variety of forums—bilateral, plurilateral, regional, and global. 
Bilateral free trade negotiations were just completed with Chile 
and Singapore, plurilateral free trade negotiations are taking 
place with the five countries of the Central American Common 
Market, regional negotiations are in progress to establish a free 
trade area of the Americas (FTAA), and the WTO will have a 
ministerial meeting in Cancun, Mexico, from September 10 to 
14, to assess progress in the ongoing Doha Round.  
 
It is by no means clear how the United States chooses its 
bilateral negotiating partners—and many are in the wings—and 

the General Accounting Office, at the request of Senator Max 
Baucus (D-Montana), is now engaged in a study to clarify this. 
Sometimes the choice is based mainly on the open trade policy 
of the partner countries (like Chile and Singapore), sometimes 
on hemispheric political grounds (as with Central America), 
sometimes on global strategy (as in the proposed negotiations 
in the Middle East), and sometimes because of support for 
U.S. foreign policy (hence Australia “yes,” New Zealand “no”).  
 
Keep in mind that the main justification for non-global 
negotiations is that more can be achieved in them than in a 
WTO exercise. Yet, the current indication coming out of 
Washington is that the FTAA will be slimmed down in 
substance to meet misgivings of other hemispheric countries. 
It is becoming more clear daily that the Central American 
agreement is likely to be a watered down version of the Chile 
and Singapore free trade agreements (FTAs). This leaves the 
uneasy feeling that reaching agreement takes priority over the 
content.  
 
The United States took the issue of agricultural subsidies off 
the table in the FTAA negotiations on the ground that this was 
the wrong forum for getting reciprocal subsidy reductions 
from the European Union and Japan. These negotiations would 
therefore be reserved for the WTO. The United States said 
much the same thing about changes in antidumping and 
countervailing duty laws and procedures—that, in the unlikely 
event any changes were made in these unfair trade practices, 
this would have to take place in the WTO where reciprocity 
would be global. The Brazilians then suggested, because 
agricultural subsidies are important to them, that intellectual 
property protection should also be removed from the FTAA 
discussions. Subsequent indications are that many hemispheric 
countries would like to limit the scope of the FTAA 
negotiations in trade in services, government procurement, and 
investment promotion. The implication of all this is that the 
FTAA may turn out to be a negotiation on market access—an 
important subject, but only part of what the United States 
insisted on when negotiating with Chile—and all the rest can 
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then be deferred to the WTO negotiation. Trade policy analysts 
used to talk about regional and bilateral agreements as being 
“WTO plus.” We are now prepared to make them WTO minus 
and make the WTO negotiation a sort of FTAA plus.  
 
Another complaint about U.S. trade policy is coming from the 
business community, namely, that the plethora of trade 
agreements recently negotiated and being contemplated do not 
involve very much trade. Chile and Singapore are important 
markets for the United States (U.S. exports to these countries 
in 2002 were $2.6 billion and $16.2 billion respectively), but 
they pale in comparison with Canada and Mexico ($160 billion 
and $97.5 billion last year). U.S. exports to Jordan ($404 
million in 2002), with which an FTA exists, are clearly 
underwhelming, as are our merchandise shipments to Morocco 
($565 million in 2002) and Bahrain ($419 million last year), 
with which FTA negotiations are contemplated. According to 
Business Week (7/7/03), many leading business groups have 
expressed their dismay. They apparently prefer that trade 
agreements be used to promote trade rather than as political 
tools.  
 
The plethora of FTAs also complicates the operations of U.S. 
corporations in other ways. Each agreement has its own rules 
of origin (1), and corporations must keep track of these 
differences as they multiply, agreement by agreement. The 
same product may qualify for export to one destination, but 
not to others. For example, U.S. corporations took advantage 
of the rules set up for textile trade with Central America by 
shipping U.S. fabric to Honduras and then discovered that the 
resulting product, although it met the rule of origin for 
shipment to the United States, could not enter duty free into 
Mexico under the rules of origin in the Honduras-Mexico 
agreement. 
 
There is always a political element in a trade negotiation, 
especially because an FTA provides a preferential benefit not 
generally available to other countries. The elder President Bush 
undoubtedly welcomed Mexico’s request in the early 1990s to 
negotiate an FTA with the United States because it signaled a 
positive shift in the relationship, but—and this must be 
emphasized—also held the potential for significant trade and 
investment expansion. The proposal for free trade in the 
Americas has a large political element in light of where the 
United States is located, but the idea is not merely symbolic 
because trade and investment consequences can be substantial. 
However, current U.S. policy seems to put a more direct 
emphasis on the political aspects of trade agreements. The 

                                                 
(1) These rules set forth the criteria that products must meet to 
be eligible for free trade, such as how much production took 
place in the exporting country. These rules are necessary in a 
free trade area in order to prevent export of a product to a low 
tariff member of an FTA for subsequent transshipment to a 
higher tariff member.  
 

signing of the Chile FTA was delayed briefly because of U.S. 
unhappiness over Chile’s opposition to the second United 
Nations resolution on war with Iraq. The Financial Times 
(6/30/03) reported that the United States suspended free trade 
talks with Egypt after that country reversed its agreement to 
co-sponsor the U.S. complaint to the WTO against the 
European Union for its refusal to allow genetically modified 
foods to be imported. Egypt apparently took this action 
because the EU takes 40 percent of its exports.  
 
The sense that is now being conveyed around the world is that 
U.S. policy is to sign FTAs with other countries only if they 
are prepared to adhere to U.S. foreign policy positions. An 
FTA, in other words, is not necessarily an agreement in which 
all parties benefit from trade expansion, but rather a favor to be 
bestowed based on support of U. S. foreign policy.  
 
There are pluses to concluding an FTAA “lite” if this is the 
only way to save the agreement. An agreement on market 
access could substantially lower import barriers of key Latin 
American countries, especially Brazil. A market access 
agreement including most Latin American and Caribbean 
countries would encourage trade among them on an equal 
basis and could simplify the rules of origin if most existing 
FTAs in the hemisphere were folded into the FTAA with a 
single set of rules. There are also minuses: a watered down 
FTAA would weaken the U.S. discipline of concluding 
preferential agreements only if they are WTO plus; and in the 
process, this would further downgrade the WTO as the 
negotiating forum of choice. 
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