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Letter: CAFTA’S FIVE P’S
We give the Chinese credit for the rhetorical device of numbered words or letters, e.g., “The Four Noes.”   The Five P’s can be China’s second contribution to CAFTA.  The first was allowing a China bill – not that China had a choice – to be the House warm up for the CAFTA vote.  Only after the House had passed Representative Phil English’s (R-PA) China bill was the way cleared for CAFTA.  Members approved the English bill 255 to 168 at 4:46 p.m. on Wednesday, July 27.  Then, just after midnight, at 12:03 a.m. on the 28th, they passed the CAFTA implementing bill by the paper-thin margin of 217 to 215.  

The English bill, an early step in the legislative process, authorizes the use of countervailing duties against products from China and other “non-market” economies.  The CAFTA bill provides the legal mechanism for implementing America’s newest trade agreement. 

CAFTA’s Five P’s are Policies, Purpose, People, Prospects and Politics. 

Policies

The CAFTA legislation establishes a free trade area between the United States and six countries: the Dominican Republic plus five in Central America, namely, Costa Rica, El Salvador, Guatemala, Honduras, and Nicaragua.  For almost all products, trade restrictions between the United States and the partner countries will be eliminated once the agreement is fully implemented.

The Administration has repeatedly pointed out that roughly 80 percent of the U.S. imports from these six already enter the United Sates duty free.  CAFTA will give U.S. producers similar treatment in Central America.  Even for pure mercantilists, CAFTA should have been an easy “yes.”    More importantly, like other such agreements, CAFTA extends tested and agreed norms across a broad sweep of commercial activity.

Ironically, it was fought largely over rhetorical labor issues during a week when America’s icon union federation, the AFL-CIO, seemed to be dissolving through desertions. 

Purpose

 As a precursor to a broader Free Trade Agreement of the America’s, it is too soon to say whether CAFTA will have much impact.  As a thread in the fabric a credible and coherent trading system, it was vital.  The fact that U.S. Trade Representative Rob Portman got on a plane for Geneva within hours of  the CAFTA vote underscored dramatically the link between the two wheels of American trade policy – regional-bilateral FTA’s and the WTO – and the larger global system. 

Nothing is too important to fail, certainly not CAFTA and not the WTO.   A failure of CAFTA might not have doomed the Doha round, but it would have put it in cold storage for years.  

People

CAFTA is no different from any other important issue of pubic policy.  Every individual who seriously and honestly thought about it, argued it, and, in the case of Senators and Representatives, voted on it is entitled to thanks and respect for that effort.  Even so, the Administration and the House leadership deserve extra credit for knowing when risks have to be taken and taking them.   The days of risk free votes are over.  The leadership no longer has the ability to rack up a majority in solid commitments before calling for a vote.  Now, on the close ones, they can only find the last, over-the-top votes in the low tide of real decisions.  

Last week they did it, and America’s new Trade Representative Rob Portman put another win in a list of accomplishments that is building quickly, beginning with the May breakthrough in the WTO agriculture negotiations.
GBD’s role in the CAFTA process was very modest.  All we did was provide a venue for some CAFTA related discussion.  We are glad we did, and we are grateful to Greg Mastel and his partners at Miller and Chevalier for working with us on FTA programs over the last two years. 

Prospects

Next week President Bush will sign the legislation implementing CAFTA, probably on Tuesday, August 2nd.  Then what?  El Salvador, Guatemala, and Honduras have already ratified it.  In the very near future, the United States and those three together will decide on a date for implementing the agreement among themselves.  If that date is anything other than January 1, 2006, it will be a surprise to just about everyone. 

Whether the other three – the Dominican Republic, Nicaragua, and Costa Rica – will be able to implement the agreement on January 1 is an open question.   The Dominican Republic and Nicaragua might be able to, but it seems very unlikely that Costa Rica will meet that target. 

Politics 

The Wall Street Journal (July 29) was neither alone nor wrong in lamenting the dramatic politicization of American trade policy over the last several years, a shift that resulted in only 15 House Democrats, 7 percent, voting for CAFTA.  In contrast, 102 House Democrats, 40 percent at the time, voted for NAFTA in 1993.  The conclusion many draw is that the Democratic Party is now the party of protectionism and withdrawal and the Republican Party the party of trade and engagement. That analysis is too simple and largely wrong. 
It is not the Congressional balance between free-trade and protectionism we need to worry about; rather it is the balance between constituent pressure and party discipline.  There are 435 Congressional Districts and each of them is unique.  Infusing the interests, concerns, and experience of each those districts into the creation of American policy, that is the real magic of  “e pluribus unum.”  Excessive party discipline can crush it.  Yet for lots of reasons, we are seeing a lot more party discipline.   The party in power has no choice but to push hard for its own policies and initiatives.  The minority party, however, can choose its battles.  And on trade policy they should spare the whip. 








R. K. Morris 

To comment on this article, send an email to 4101-Letter@gbdinc.org.*
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THE PORK IN CAFTA-DR

When political types talk about pork, they rarely mean pigs.  Usually the reference is metaphorical and the tangible benefit is something else entirely, a new Federal court house in the favored congressional district, something like that.  CAFTA-DR doesn’t need such metaphors.  It promises solid benefits for the people who produce real pork, who raise hogs, pigs, swine and generate the full array of foods associated with them from, bacon to ham to pork tenderloin. 

The National Pork Producers Council (NPPC) worked hard for the agreement, and the Council’s President, Don Buhl, explained why.  “For pork producers,” Buhl said, “CAFTA-DR represents an opportunity to expand market access, eliminate current tariffs, and reduce barriers to U.S. pork and other agricultural products in critical markets.”

Buhl comments were reported in a July 28 NPPC press release.  Citing an estimate prepared by Iowa State University professor Dermot Hayes, the release projected that the profits of pork producers may increase by 5 percent per year as a result of the agreement, once it is fully implemented. 

Giordano At GBD

On July 6, Nicholas Giordano, international trade counsel to the National Pork Producers Council, talked about pork producers and CAFTA-DR at a GBD colloquium on “Agriculture and FTA’s.”  What follows are excerpts from that presentation.  The full version should be on the GBD web site soon.  On July 6, 

Giordano said: 

There are approximately 80,000 pork producers with production in all 50 states.  In 44 states, there is significant enough production to support a state pork producers’ organization.  The National Pork Producers Council is the national association representing pork producers in these 44 affiliated states.  [They] annually generate approximately $11 billion in farm gate sales. 

The U.S. pork industry supports over 565,000 domestic jobs and generates more than 83.6 billion annually in total economic activity.  

….Corn and soybean producers and others in agriculture benefit from increase pork exports.  Hogs consume corn and soybeans and add value to these and other inputs.  The same holds true for poultry and beef. 

Most of the growth in U.S. pork exports is directly attributable to new and expanded market access.  U.S. exports of pork and pork products have increased by more than 332 percent in volume terms and more than 289 percent in value terms since the implementation of the NAFTA in 1994.

Our top seven export markets in 2004 are all markets in which pork exports have soared because of recent trade agreements – whether FTA’s, WTO accession deals, or the Uruguay Round.  

In 2005 [with the implementation of the US-Australia free trade agreement], our exports to Australia have exploded, making that country now one of our top eight export destinations.

On CAFTA-DR

My life has revolved round this FTA since the beginning of the year.  Why?  [Because] CAFTA, when implemented, will create important new opportunities for U.S. pork producers.  We will receive sizeable quotas under which our pork will enter the six nations duty free.  These quotas will increase each year until year 15 when all quotas will be eliminated.  

Demand for pork in these nations will be positively impacted through the income growth that accompanies free trade.  Most consumers in the CAFTA-DR nations currently are at an income level that does not allow them to consumer meat on a regular basis.  Prosperity created by a free trade agreement will create millions of new customers for U.S. mean and other U.S. food and agriculture products. 

Editor’s Note.  The full text of the July 6, 2005, Nicholas Giordano statement will be available on the GBD web site after August 2.  

To comment on this article, please send an email 4102-CAFTA@gbdinc.org. 
.  
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Calendar Notes:

AUGUST 11: US & CHINA CROSS INVESTMENT

U.S., European, and Japanese investments line the coast of China from Guangzhou to Dalian, and increasingly Chinese companies are on-the-ground participants in the U.S. economy.  GBD will focus on investment in the U.S.-China relationship at a colloquium and lunch on Thursday, August 11. 

More Than Tourists: 
Cross Investment in the U.S.-China Relationship 

That’s title of the August 11 program, which is being jointly sponsored by GBD and the International Advisory Services Group.  The guest of honor will be Mayor Liu Bingguo of Penglai, a coastal city in China’s Shandong Province.  Former Under Secretary of Commerce Grant Aldonas, now with Akin Gump, will speak as will Ronald Lee of Arnold and Porter and others. 

Time and Place.  The morning colloquium will run from 10 a.m. – 12 noon, to be followed by a lunch from 12:30 to 2 p.m.   Both will be held at the St. Regis Hotel, 923 16th Street, at the corner of 16th and K Streets in Washington. 

Price:  $100 general admission.   There is no charge, however, for GBD members or press.  There is no charge for U.S. Government staff to attend the morning colloquium.  The U.S. government  rate for the lunch is $40. 

To Register, call the Global Business Dialogue at (202) 463-5074 or send and email to registrations@gbdinc.org.  
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OVERHEARD – A FARM GROUP AT BREAKFAST

April 2005, Geneva -- The very pleasant Hotel Eden has the distinction of being physically closer to the World Trade Organization than any other. Many of its guests are there to attend WTO events, such as the April Symposium, where participants could explain their views as well as listen to a large group of officials and NGO’s. 

Such proselytizing was clearly one of the objectives of the Canadian agricultural group we encountered in the hotel’s breakfast room.  The voice of the leader could be heard several tables away: 
 "You mean to say you brought ten pounds of propaganda and you haven't dumped it yet?!"





A Representative of a Canadian Agriculture

At Breakfast in Geneva, Switzerland

April 22, 2005

To Comment on this article, send an email to 4103-Overheard@gbdinc.org.
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*A Note on comments
The point, as you will have surmised, is to put a little more dialogue in this GBD publication.  Responses sent to an email address at the end of an article or to Notebook@gbdinc.org may be published, in whole or in part, in future issues of The Global Positions Notebook. 
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