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 F O R E W O R D  
 

The Annual Review of Latin America and the 
Caribbean – United States of America Economic 
Relations has become a traditional contribution by 
SELA to the analysis of current developments of 
critical interest to the Member States in such a 
major area of their international economic 
relations.  
 
The 2012 edition undertakes to review the region’s 
always complex and multifaceted economic 
relations with the United States in the context of 
what is recognized as a major transition for the 
international economy as it slowly recovers from a 
major crisis, confronts the challenges of keeping 
such a recovery steady in an unstable context, and 
as the region itself adapts to increasingly diversified 
international economic relations and to the risks 
and opportunities such diversification has brought 
about. 
 
The current issue of the Annual Review intends to 
highlight not only how economic relations between 
Latin America and the Caribbean and the United 
States have evolved in recent times taking 
advantage of the latest available data, but 
equally to convey a clear and objective 
understanding of the political context to which 
such relations are subject to in the United States at 
a time when major trade policy decisions have to 
be negotiated between the U.S. Congress and the 
Obama Administration, the latter faces  a general 
election, and multilateral trade negotiations under 
the auspices of the World Trade Organization 
continue to stall.  
 
This Annual Review’s early presentation has the 
avowed purpose to be of service to decision-
makers within SELA Member States as the 2012 
agenda of regional and interregional coordination 
and consultation meetings gets on its way, so that 
they may be in a better position to plan ahead 
and focus their attention on critical scenarios and 
hopefully appropriately influence their evolution.  
 
The SELA Permanent Secretariat wishes to express 
its appreciation to Mr. Craig van Grasstek for his 
contributions as Consultant in the preparation of 
the current Annual Review. 
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INTRODUCTION AND EXECUTIVE SUMMARY: THE THREE TRANSITIONS 
 

 The year 2012 marks a period of transition in the economic relationship between the 
United States and its partners in Latin America and the Caribbean. There are three major 
processes that are now at an uncertain juncture, each of which can have a profound 
impact on the political economy of inter-American affairs. 
 
The first of these transitions is the recovery from the economic crisis of 2008-2009 and the 
ensuing downturns in global growth, trade, and investment. The recovery that began in 
mid-2009 has been neither as rapid nor as unambiguous as the downturn, and has been 
plagued throughout by fears of either a “double-dip” recession in the United States or the 
onset of new crises induced by economic instability in Europe or conflict in the Middle 
East. As of early 2012 there are contradictory signs: The economic statistics coming out of 
the United States point towards sustained and perhaps accelerated growth, but the 
concerns over exogenous shocks remain serious. More than any policy decisions in 
Washington, the actual state of the U.S. economy will be the principal determinant of 
future flows of goods, services, and capital between the United States and the region. 
 
The second transition is in the composition of the U.S. government and its orientation 
towards trade policy. Trade was a very low priority for the United States in 2009-2010, and 
while the subject received more attention in 2011 it is difficult to make policy in the current 
political environment. The United States has operated under the burden of divided 
government ever since the congressional elections of 2010, in which the opposition 
Republicans recaptured control of the House of Representatives and reduced the 
Democrats’ margin of control in the Senate. The election on November 6, 2012 will 
determine not only whether President Obama wins a second term, but also whether the 
U.S. government will be divided or unified in the 113th Congress (2013-2014). President 
Obama has indicated that trade will be a higher priority in 2012 than it was in 2009-2011, 
though there are doubts over how much can be accomplished on this topic in an 
election year. Whether the electorate chooses him or his likely Republican opponent, 
former Governor Mitt Romney, there is good reason to expect that trade issues will be a 
higher priority for policymakers after the 2012 election than they were after the 2008 
election. 
 
The third transition is in the direction of the trading system. The Doha Round of multilateral 
trade negotiations in the World Trade Organization (WTO) are now more than a decade 
old, but there are growing doubts over whether the members of the WTO will continue to 
invest much political capital in this apparently failing enterprise. Little progress has been 
made since the disastrous Cancun ministerial meeting of 2003, and negotiators have 
become increasingly vocal in expressing doubts over whether the differences between 
major participants can be resolved. We may now be in a period of transition to a post-
Doha negotiating framework, the principal theme of which may be the fragmentation of 
negotiations into separate initiatives that are based either on distinct issues (e.g., 
plurilateral negotiations on services) or participants (e.g., more regional and cross-
regional negotiations).  
 
The aim of this report is to explore what each of these transitions implies for economic 
relations between the United States and SELA Member Countries. It is divided into three 
parts that correspond to each of these subjects. 

Part I examines recent trends in U.S. economic relations with the region, stressing the point 
that the effects of the economic crisis are not yet fully over. While economic activity has 
rebounded both in the United States and in the country’s relations with the region, the 
after-effects of the crisis can still be seen. The analysis begins by examining the changing 
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patterns in U.S. merchandise imports from the region, both by country and by major 
product. The data show little correlation between the level of access that a country 
enjoys and the rate of growth in its exports to the United States; some of the countries that 
nominally have the deepest preferences have nonetheless experienced relatively low 
levels of export growth in recent years, just as some countries with less preferential access 
have seen significant increases in their shipments to the U.S. market. On the export side, 
Latin America and the Caribbean has in fact made a larger contribution to the recovery 
in U.S. exports than has Europe, and U.S. exports to the region have grown more 
consistently than U.S. exports to China, Japan, and other Asian countries. As in the case of 
imports, however, the data do not indicate a positive correlation between the type of 
partner and the rate of growth in U.S. exports. If anything, exports to the countries that 
have FTAs with the United States have grown at a slower pace than have exports to the 
rest of the region. The data also review the evolution of U.S. services trade with the region, 
where the U.S. surpluses are off-setting the deficits on trade in goods; U.S. foreign direct 
investment, where a declining share of U.S. capital is destined for investment in the region; 
and foreign assistance, which is relatively small, declining, and concentrated principally 
on a few recipients. 
 
Part II takes up the question of where U.S. trade policy is headed, both in the immediate 
term (this year) and the medium term (after this year’s election). There are growing signs 
that the Obama administration will place a much higher priority on trade this year and (if 
reelected) in a second term, but there are doubts concerning both its capacity to get 
things done this year and the prospects for a second term. The analysis in this part 
quantifies the rising interest in dealing with trade policy, reviews the major issues that are 
under consideration this year (some of which may be postponed until after the election), 
and summarizes the views of the most likely Republican presidential nominee on trade in 
general and with Latin America in particular. 
 
Part III turns to the trading system as a whole, and considers whether we are now entering 
a period of fragmentation in negotiations. That fragmentation, if it takes place, will come 
as a result of the failure of the Doha Round. It may manifest itself partly in plurilateral 
negotiations that may still be held under the auspices of the WTO but outside the scope 
of the Doha Round per se. It may also take the form of new bilateral and regional 
negotiations. That has already been happening for years, but the proposals now on the 
table are of an entirely different scale than those seen in the past. One is the TransPacific 
Partnership (TPP), an initiative that has been developing slowly for years but may grow 
much wider. In addition to the existing participants in the TPP negotiations, which include 
two Latin American countries (Chile and Peru), the United States, and several Asian and 
Pacific countries (Australia, Brunei, Malaysia, New Zealand, Singapore, and Vietnam), 
these negotiations may expand to include Mexico, Canada, Japan, and perhaps others. 
Another initiative that is still at an early stage of development would see the launch of 
negotiations between the United States and the European Union for either an FTA or 
something that approximates it. This initiative could have profound, if indirect, effects on 
all other countries, not least because it may mean the end of any serious efforts to 
negotiate further reductions in agricultural subsidies in the United States and the EU.  
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I. EMERGENCE FROM THE ECONOMIC CRISIS 

 
 Among the many consequences of the Great Recession and financial crisis of 2008-
2009, which spread economic misery throughout the world, was a sharp drop in global 
trade. The U.S. and global economies appeared to be in free-fall for about half a year, 
but then began to right themselves by mid-2009. They have been on an uncertain path of 
recovery since that time. 

The data shown in Table 1 suggest that the worst of the recession is over in the United 
States, but that the recovery has been slow and uncertain. Treating the stock market as 
the barometer for the economy in general, we can see that at year-end 2011 it was 39.2% 
higher than it was at year-end 2008. That is certainly good news, but must be measured 
against the fact that the market was still 7.9% below what it had been at year-end 2007. 
One can find that same pattern of “it’s better now than it was in 2009, but not as good as 
it was in 2007” in other indicia, including the GDP growth rate, the unemployment rate, 
and capacity utilization in manufacturing. The prospects for the U.S. economy to 
experience sustained and stronger rates of growth in the foreseeable future are 
constrained somewhat by the rising Federal budget deficit, which was eight times larger 
in Fiscal Year 2011 (FY2011) than it was in FY2007, and the concomitant increase in the 
rate of inflation. The 2011 rises in both the consumer price index and the producer price 
were nonetheless lower than they had been in 2007, suggesting that the deficit-led 
inflation that many have feared has not yet emerged, but this remains an area of 
concern. The prospects for sustained recovery are also affected by the economic 
uncertainties in Europe and the political turbulence in the Middle East. 
 
The post-2007 gyrations in U.S. trade have been even greater than the volatility in the rest 
of the economy. Trade fell at a much sharper rate during the crisis, and then recovered at 
a greater one during the recovery, than did GDP or unemployment. Those declines were 
more notable for U.S. imports than for U.S. exports, thus resulting in a significant reduction 
in the U.S. trade deficit; that may be one reason why policymakers in Washington paid 
little attention to trade policy, and made few moves towards protectionism, during the 
crisis. 
 
The drop in trade was especially sharp for U.S. partners in the Americas. In 2009, U.S. 
imports from Latin America and the Caribbean were 24.1% lower than they had been in 
2008, and U.S. exports to the region were down by 20.5%. Merchandise trade between 
the United States and the region recovered in 2010 and 2011, with U.S. imports from Latin 
America and the Caribbean in 2011 being 14.6% higher than they had been in 2008, and 
U.S. exports to the region were 22.0% higher. The financial crisis and Great Recession seem 
to have dampened demand less in the region than they did in the United States, leading 
to a smaller downturn in U.S. exports than in imports during 2009. U.S. exports to the region 
also recovered faster than did U.S. imports in 2010-2011, with the net result that the U.S. 
merchandise trade deficit with SELA Member Countries fell from $124.0 billion in 2007 to 
just $81.0 billion in 2009, but recovered to reach $117.5 billion last year (still 5.3% below the 
2007 level).  
 
The data reviewed below elaborate upon these points, mapping both the downturn and 
the recovery. The analysis covers the trends for trade in goods, services, foreign direct 
investment, and foreign assistance, with an emphasis on the results for the region as a 
whole. More detailed data for individual SELA Member Countries can be found in the 
Statistical Appendix to this chapter. 
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1. The Recovery of Merchandise Trade  

Figure 1 summarizes the trends in U.S. imports from SELA Member Countries during 2007-
2011. If we assume that those imports would have grown by the same rate in 2008-2009 as 
they had in 2007-2008, the United States would have imported over $400 billion worth of 
goods from the region in 2009; the actual level of imports was instead below $300 billion. 
The gap between the actual and the potential levels closed somewhat in 2010, and by a 
bit more in 2011, but it appears overall that the level of U.S. imports from the region during 
2009-2011 was something on the order of $250 billion below what it might have been had 
there been no crisis and if earlier rates of growth were sustained. The figure breaks these 
imports down according to three categories of partners, depending on their degree of 
access to the U.S. market. While one might normally expect those countries with the most 
open access to have experienced either the smallest declines or greatest growth, the 
actual data do not support that expectation. 

The first category consists of the FTA partners of the United States, defined here as those 
countries with which an FTA was in effect as of 2011.1 In addition to Mexico (shown 
separately), which alone accounted for 61.9% of U.S. imports from SELA Member Countries 
last year, this category includes Chile, Peru, and the six partners in the U.S. FTA Central 
America and the Dominican Republic (CAFTA-DR). These countries enjoy the fullest 
access to the U.S. market, with virtually all tariff barriers and most non-tariff barriers either 
removed already or in the process of being phased out. It is nonetheless interesting to 
note that while U.S. imports from this group of countries was 25.9% higher in 2011 than it 
had been in 2007, that rate of increase was almost indistinguishable from the rise in 
imports from SELA Member Countries as a whole (i.e., 25.8%). The overall results for these 
FTA partners are of course dominated by the results for Mexico, whose exports rose by 
25.0% during this period. Outcomes were better for two other FTA partners (Nicaragua 
and especially Costa Rica), but growth was even lower for most others (notably the 
Dominican Republic). 

The second group of countries consists of those that benefit from special preferential 
programs, namely the Caribbean Basin Initiative (CBI), the Andean Trade Preferences Act 
(ATPA), and preferences that are uniquely available to Haiti. Theses preferences are, on 
the U.S. import side, very close to FTA treatment in the extent of their product coverage, 
rules of origin, and other details. The main differences between these programs and FTAs 
concern their unilateral character (the beneficiary country is not obliged to open its own 
market to the United States) and their impermanence (each program is subject to 
expiration or revocation at the sole discretion of the United States). Taken as a whole, this 
group of countries outperformed both the FTA partners and the region as a whole in their 
exports to the United States during 2007-2011. Export growth was especially strong for the 
Bahamas, Colombia, and Guyana, though Trinidad and Tobago as well as Jamaica 
actually saw their exports to the United States decline. 

The third category is comprised of those countries that receive preferential access only 
via the Generalized System of Preferences (GSP), another program that extends duty-free 
treatment to some imports. Compared to FTAs, the CBI, and the ATPA, however, the GSP 
covers far fewer products and is subject to many more limitations.  This  group did  see  a 

 

                                                 
1  In other words, this category does not include Colombia and Panama. The FTAs with those countries were 
concluded in 2006-2007, but not approved until 2011, and are not expected to be implemented until at least the 
second quarter of 2012. Imports from these two countries are instead counted here in the “special preferences” 
category. 
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Table 1 
Key Economic Indicators for the United States, 2007-2011 

 

Note that budget data are in fiscal years (e.g., Fiscal Year 2011 ran from October 1, 2010 through 
September 30, 2011), and the Dow Jones data are for year-end (i.e., December 31). All other data 
are in calendar years. 
Sources: Bureau of Labor Statistics (consumer prices), Council of Economic Advisors (GDP growth, 
budget deficit, and unemployment), Dow Jones (industrial average), and Federal Reserve 
(capacity utilization). 

Figure 1 
U.S. Merchandise Imports from Latin American and Caribbean Countries, 2007-2011 

Imports for Consumption, Customs Value, Billions of Current Dollars 
 

 
Source: Derived from data in Table A-1 (Statistical Appendix).  

 2007 2008 2009 2010 2011 

Real GDP growth rate 1.9% -0.3% -3.5% 3.0% 1.7% 

Unemployment rate 4.6% 5.8% 9.3% 9.6% 8.9% 

Change in consumer price index 4.1% 0.1% 2.7% 1.5% 3.0% 

Change in producer price index 6.2% -0.9% 4.3% 3.8% 4.8% 

Capacity utilization in 
manufacturing 79.6% 75.0% 67.2% 71.7% 76.9% 

Federal budget deficit ($billions) $160.7 $458.6 $1,412.7 $1,293.5 $1,298.6 

Dow Jones Industrial Average 13,264.8 8,776.4 10,428.1 11,577.5 12,217.6 

GSP Beneficiaries 

Special Preferences 
Other FTA 

Mexico 

What U.S. imports from the region would
be if the 2007‐2008 rate of growth 
had been sustained 
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much lower rate of growth in its shipments to the United States, but the numbers here are 
dominated by the two largest countries in the category. While U.S. imports from 
Venezuela were only slightly higher in 2011 than they were in 2007 (3.6%), the rate of 
growth in imports from Brazil (21.4%) came closer to the average for SELA Member 
Countries as a whole (25.8%). The range of outcomes for other countries in this group was 
quite wide, from the 41.1% decline for U.S. imports from Uruguay to the 161.8% rise in 
imports from Bolivia (despite the fact that this country had been removed from the more 
generous ATPA benefits). 

Cuba is in a category of its own, being subject to very strict U.S. import restrictions (though 
the sanctions are less strict on U.S. exports to that country). Trade with Cuba is too small to 
be perceived in Figure 1, but is reported in the Statistical Appendix (Table A-1). There were 
very close to zero U.S. imports from Cuba last year, meaning that it was the only SELA 
Member Country from which U.S. imports in 2011 were lower than they had been in 2010. 

2. The Shifting Composition of U.S. Imports from the Region 

Figure 2 summarizes the commodity composition of U.S. imports from SELA Member 
Countries, broken down by sector as well as broad category. For industry-level details, see 
Table A-2 in the Statistical Appendix. While the data do show significant variations in the 
rates of growth (and sometimes the decline) in U.S. imports of specific products, one 
needs to exercise some caution when drawing conclusions from these numbers. 
 
There is limited evidence here to suggest a gradual shift away from imports of heavy and 
advanced manufactures and towards raw materials and other less advanced or 
processed goods. That can be seen in the fact that imports of raw materials and related 
goods rose at a higher rate (32.5%) during 2007-2011 than did imports of heavy and 
advanced manufactures (22.1%). This point is also supported by the fact that the share of 
raw materials and related items rose in total U.S. imports from the region, up from 27.0% in 
2007 to 28.4% in 2011, while the share of heavy and advanced manufactures fell (from 
41.9% to 40.6%). One can also point to some specific product chains to find evidence of a 
process of trade-induced deindustrialization in some Latin American and Caribbean 
countries. That process is not so much bilateral as it is triangular: Some of the 
manufactured items that these countries used to export in large quantities to the United 
States are now being displaced by another pattern by which the region exports raw 
materials to China, where they are then made into goods for export to the United States 
and other markets. A full examination of that relationship is well outside the scope of this 
paper, requiring a detailed review of many countries’ trade data, but there is some 
limited evidence here of reduced U.S. imports of manufactures from the region and 
increased imports of raw materials. U.S. imports of forestry products from the region were 
up by 129.8%, for example, while imports declined for wood products (down 40.9%) and 
furniture (down 12.4%). Even so, U.S. imports of paper from the region were up 27.0%. 
 
Other considerations cast doubt on the proposition that these numbers demonstrate a 
process of deindustrialization. One is the fact that some industrial sectors have done 
relatively well. Imports of automobiles, airplanes, and other transportation equipment from 
the region grew by 25.6%, which is nearly the same as the growth rate for all goods 
(25.9%), and similar rates of growth were achieved for computers and electronics (25.7%) 
and for machinery (30.5%). Moreover, it is not clear from the table how much of the 
increase in imports of raw materials may be attributed to changes in prices. 
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Figure 2 

Composition of U.S. Merchandise Imports from Latin American and Caribbean Countries, 
2007-2011 

Imports for Consumption, Customs Value, Billions of Current Dollars 

 
Source: Derived from data in Table A-2 (Statistical Appendix).  
 
For example, the average price for a barrel of oil imported from the region in 2011 was 
$99.00, or 62.6% higher than the average price in 2007 ($60.90). Some of the higher rates 
of growth in imports of less advanced goods may simply reflect price fluctuations, with 
U.S. imports of certain commodities rising in nominal value even if the actual quantity of 
those imports rose little or even declined. These fluctuations can distort the apparent 
composition of U.S. imports from the region. 
 
3. The Recovery of U.S. Exports 
 
It has now been two years since President Obama’s 2010 State of the Union address, in 
which he announced the National Export Initiative goal of “doubl[ing] our exports over 
the next five years.” The latest trade data indicate that the economy is well on its way to 
achieving that objective. Doubling exports from 2009 to 2014 would require an annual 
growth rate of 14.9%. As shown in Figure 3, that rate has now been beaten two years in a 
row, with exports rising by 19.8% in 2010-2009 and by 15.7% in 2010-2011. These growth 
spurts mean that the doubling goal can be achieved even if the rate falls to an average 
of 12% over the next three years. 

All Other 

Heavy and Advanced Manufactures 

Semi‐Processed and Light Manufactures 

Raw Materials and Related 

Raw Materials and Related 
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Figure 3 

Total U.S. Merchandise Exports, 2007-2011 and Projected 
Domestic Exports, FAS Value, in Trillions of Current Dollars 

 
 

Table 2 
U.S. Merchandise Exports by Partner, 2009-2011 

Domestic Exports, FAS Value, in Billions of Current Dollars and Percentages; 
Partners with Growth Rates Above 14.9% Are Shown in Bold 

 U.S. Exports in 2011 Rate of Growth in Exports 
 Value Share  2009-2010 2010-2011 
World $1,298.4 100.0 19.8 15.7 
Latin Am./Carib. $312.6 24.1 25.0 21.8 
   Mexico $159.9 12.3 24.5 21.5 
   MERCOSUR $48.7 3.8 35.6 24.7 
   Andean 
Community $37.5 2.9 24.9 16.9 
   CAFTA-DR $28.4 2.2 20.6 24.9 
   CARICOM $10.5 0.8 19.2 7.3 
   Other Americas $27.5 2.1 18.3 29.1 
Asia $345.0 26.6 28.8 12.4 
   China $96.9 7.5 31.7 13.0 
   Japan $61.4 4.7 18.4 10.2 
   ASEAN $69.6 5.4 31.7 8.6 
   Korea  $41.3 3.2 36.1 12.1 
   Other Asia  $75.8 5.8 28.0 17.2 
Canada $233.8 18.0 20.0 13.5 
European Union (27) $241.1 18.6 7.4 10.9 
Rest of World $166.0 12.8 13.7 22.8 

Source: Calculated from U.S. International Trade Commission data. 
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Latin America and the Caribbean have made a larger and more consistent contribution 
to that recovery in U.S. exports than any other region. Exports were above the 
14.9%doubling rate in each of the past two years for both the region and a whole and all 
of its subregions, apart from CARICOM. The data also reflect the results of a long-term shift 
in the direction of U.S. exports. From 2009 to 2011 U.S. exports grew by $361.7 billion, and 
the region was responsible for 29.7% of that growth. This was a larger contribution than 
those of either the EU-27 (10.7%) or Asia (29.5%). These latest shifts are part of a longer-
term pattern of realignment in U.S. trade with different regions. From 2007 to 2011, the 
region’s share of total U.S. exports rose from 20.9% to 24.1%. It overtook Europe during that 
period, with the EU-27’s share of U.S. exports falling from 21.6% to 18.6%. Asia’s share grew 
slightly, from 25.5% to 26.6%. 
 
The data in Table A-3 (Statistical Appendix) provide a more detailed view of trends within 
the region. It is interesting to note that, on average, U.S. exports to the FTA partners grew 
at a slower pace than did exports to other SELA Member Countries. This is largely due to 
the fact that while exports to Mexico did rise 33.9% during 2007-2011, that rate of growth 
was well below those achieved in U.S. exports to many other countries in the region. 
Shipments to Brazil rose by more than twice that rate, for example, and more than 
doubled for Bolivia, Ecuador, and Panama. The U.S. sanctions on Cuba do permit exports 
of some products, but exports to that country in 2011 were less than half the level 
achieved in 2008. The only other countries in the region that have seen declines in U.S. 
exports since 2007 are Barbados and Jamaica.  
 
4. Trade in Services 
 
Data on trade in services are much less complete and detailed, both with respect to 
sectors and to partners, than data on trade in goods. It is therefore not possible to analyze 
the flow of services to and from the United States with the same degree of specificity that 
is possible for goods, especially for those countries that are relatively small partners. The 
review that follows is instead based on data for U.S. services trade with the four largest 
countries in the region, and is limited to services in general rather than individual sectors 
such as transportation, finance, professional services, etc. 
 
The data in Table 3 compare U.S. services trade balances with the four largest U.S. 
partners in the region with the balances on trade in goods. More detailed data on 
services imports from and exports to these four countries can be found in Table A-4 in the 
Statistical Appendix. The United States has consistently maintained a surplus on trade in 
services with each of these partners, and the general trend over the past five years has 
been for the U.S. surplus on services to grow more rapidly than the net U.S. deficit on trade 
in goods. To put these balances in perspective, in 2007 the U.S. services surplus offset just 
16.4% of the goods deficit with these countries, but by 2011 it offset 27.6%. 
 
That general pattern also applies to Mexico, which is the dominant U.S. partner in services 
as well as goods. In 2011, for example, Mexico accounted for 45.4% of U.S. services 
exports to these four countries and for 60.0% of U.S. services imports from them. The other 
three countries have had distinct experiences. In Venezuela’s case the balance on goods 
was nearly unchanged from 2007 to 2011, while the U.S. surplus on services grew by 45.3%, 
but the net balance changed little because the magnitude of U.S.-Venezuelan goods 
trade is so much larger than bilateral services trade. The shift in trade balances was far 
larger for the other two South American countries in the table, where U.S. surpluses in 
services grew rapidly and reinforced the trends on trade in goods. 
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Table 3 

U.S. Trade Balances with Selected SELA Member Countries, 2007-2011 
Millions of Dollars, Current Dollars; Organized in Declining Magnitude of Net Balance 

       
Percentage 

Change 
  2007 2008 2009 2010 2011 2007-11 2010-11 

Mexico Goods -90,778 -84,821 -70,591 -97,222 
-

102,761 13.2 5.7 
 Services 9,505 10,289 9,391 10,226 11,474 20.7 12.2 
 Total -81,273 -74,532 -61,200 -86,996 -91,287 12.3 4.9 
Venezuela Goods -27,820 -38,452 -18,718 -22,181 -27,739 -0.3 25.1 
 Services 3,192 4,203 4,388 4,277 4,638 45.3 8.4 
 Total -24,628 -34,249 -14,330 -17,904 -23,101 -6.2 29.0 
Argentina Goods 857 1,040 947 2,684 4,122 381.0 53.6 
 Services 1,508 2,073 2,321 3,100 3,834 154.2 23.7 
 Total 2,365 3,113 3,268 5,784 7,956 236.4 37.6 
Brazil Goods -3,334 -1,033 2,523 6,755 6,907 -307.2 2.3 
 Services 5,608 7,193 8,104 11,265 12,986 131.6 15.3 
 Total 2,274 6,160 10,627 18,020 19,893 774.8 10.4 

Subtotal Goods 
-

121,075 
-

123,266 -85,839 
-

109,964 
-

119,471 -1.3 8.6 
 Services 19,813 23,758 24,204 28,868 32,932 66.2 14.1 

 Total 
-

101,262 -99,508 -61,635 -81,096 -86,539 -14.5 6.7 
Memo: Share of the U.S. 
Deficit in Goods Offset by 
the U.S. Surplus in Services 16.4 19.3 28.2 26.3 27.6 68.4 5.0 
Note: Other SELA Members not shown due to lack of complete data on trade in services. 
Sources: Derived from data in tables A-1 and A-2(goods) and A-4 (services) in the Statistical 
Appendix. 

 
 
In Argentina the United States already enjoyed a surplus on trade in goods in 2007, and 
this more than quadrupled over the ensuing five years. The services surplus grew by 154.2% 
during the same time. In Brazil the U.S. balance on trade in goods went from a deficit in 
2007-2008 to a growing surplus thereafter. When coupled with the rising U.S. services 
surplus, the net U.S. balances on trade with Brazil improved by 774.8% during 2007-2011. 
 
5. Foreign Direct Investment 
 
Taking a somewhat longer view, the data in Table 4 show a long-term shift in the 
geographic direction of U.S. foreign direct investment (FDI). A generation ago, nearly 
one-third of FDI was directed to countries in the Americas. Despite the negotiation of FTAs 
first with Canada and Mexico and later with several other countries in the Western 
Hemisphere, that share was cut by more than half during 1985-2010. This relative decline 
was even sharper for Canada than it was for Latin America. During that same period, the 
share of U.S. FDI directed towards Europe has risen from 45.6% to 55.9%. 
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Table 4 
Shares of U.S. Foreign Direct Investment, 1985-2010 

Percentage Shares of U.S. Direct Investment Position Abroad on an Historical-Cost Basis 

 1985 1990 1995 2000 2005 2010 
Americas 31.9 26.2 23.7 22.1 17.3 13.8 
Latin America 11.8 10.1 11.8 12.0 7.0 6.2 
Canada 20.1 16.1 11.9 10.1 10.3 7.6 
Europe 45.6 49.9 49.3 52.2 54.0 55.9 
Asia and Pacific 14.8 15.0 17.6 15.7 16.8 15.6 
Rest of World 7.7 8.9 9.4 10.0 11.9 14.7 

Note: Data on foreign direct investment in Caribbean countries not shown here due to the 
distortions associated with portfolio investment, holding companies, etc. 
Source: Calculated from Bureau of Economic Analysis data at 
http://www.bea.gov/scb/index.htm#chartsandtables.  
 

 
Figure 4 

U.S. Foreign Direct Investment in Latin American Countries, 2000-2010 
Billions of Current Dollars 

 
Source: Derived from data in Table A-4 (Statistical Appendix).  

Other FTA Partners 

Mexico 

Rest of Latin America 
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Somewhat surprisingly, the share going to Asia and the Pacific — including China — has 
changed very little during that period. The rest of the growth has been in diverse areas 
such as Africa and the Middle East. 
 
Figure 4 and Table A-4 in the Statistical Appendix look more specifically at the trends in 
U.S. FDI in Latin America from 2000 to 2010 (the most recent year for which data are 
available). Data are not separately shown here for Caribbean countries because those 
numbers can be very seriously distorted by capital flows through financial institutions and 
holding companies in that sub-region. The data show that the portfolio of U.S. FDI in Latin 
America was actually declining at the start of the decade, having fallen by $28.0 billion 
(17.7% of the 2000 total) from 2000 to 2002. Much of that drop was due to a $25.7 billion in 
divestment from Panama from 2000 to 2001. Investment flows once again turned positive 
by 2004, and have continued to progress upwardly along an almost uninterrupted path 
since then. The only backsliding came with the onset of the financial crisis in 2008, and 
here the recovery in 2009-2010 appears to have been more rapid than was the case for 
trade in goods. 
 
The data in Figure 4 and Table A-5 show the aggregate values of FDI for groups of 
countries according to their trade relations with the United States. It did appear in the first 
half of the decade that investment flows grew much faster to FTA partners than to other 
countries. During 2000-2005, U.S. FDI in those countries that either had FTAs in place or 
would have them by the end of the decade grew by 65.9%, at a time when total U.S. 
investment in the region actually fell by 1.5%. That pattern was not sustained in the second 
half of the decade, however, when FDI growth in the FTA partner countries was, at 40.5%, 
lower than the 54.6% increase experienced by the region as a whole. That was not a 
universal pattern, as the highest rates of growth in U.S. investment during 2005-2010 were 
with FTA partners Chile (up 136.0%), Guatemala (180.6%), and El Salvador (294.3%). 
Investment also rose at impressive rates in some other Latin American countries that do 
not enjoy FTA status. FDI in Brazil increased by 113.8% during 2005-2010, for example, and 
by 132.8% in Uruguay. 
 
6. Foreign Assistance 
 
Compared to U.S. trade and investment with the region, both of which are counted in the 
hundreds of billions of dollars, U.S. foreign assistance is, at less than $2 billion year, a very 
small factor in the relationship. It nonetheless remains an important aspect of U.S. security 
relations with some countries and, for a very few, a needed support to fragile economies 
and imbalanced government budgets. 
 
The global U.S. aid budget that the Obama administration has requested for Fiscal Year 
2013 (FY2013) will be — if approved by Congress — $37.6 billion, or 7.7% higher than it was 
in FY2011. The amount devoted to Latin America and the Caribbean, however, will 
decline both in absolute terms (down 11.0%) and relative terms (the region’s share of the 
total will fall from 5.3% to 4.9%). The Western Hemisphere is in fact a relatively small 
recipient of U.S. foreign assistance, with much larger shares being earmarked in FY2013 for 
South and Central Asia (14.1%), Africa (17.0%), and the Near East (23.9%). 
 
The data in Figure 5 and Table A-6 in the Statistical Appendix provide further details on the 
amounts destined for specific countries in the region. The bulk of U.S. foreign assistance in 
the region is devoted to just three countries, with 57.0% of the amounts proposed for 
FY2013 being dedicated to programs in Colombia, Haiti, and Mexico. The data also show  
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Figure 5 
U.S. Foreign Assistance to Latin American and Caribbean Countries, Fiscal Years 2011-

2013 
Millions of Dollars 

 
Source: Derived from data in Table A-6 in the Statistical Appendix.  
 
 
absolute declines for most countries from FY2011 to FY2013, though there are some 
exceptions to this general rule. Chief among these is Mexico, which is slated for a much 
larger amount of aid in FY2013 than in FY2011 (but still less than in FY2012). Other countries 
that may see increased foreign assistance in FY2013 are all in the Caribbean Basin: 
Barbados and the Eastern Caribbean, Belize, Costa Rica, El Salvador, Honduras, and 
Panama. 
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Table A-1 
U.S. Merchandise Imports from SELA Member Countries, 2007-2011 

Millions of Dollars, Customs Value, Current Dollars 

      
Percentage 

Change 
 2007 2008 2009 2010 2011 2007-11 2010-11 
FTA Partners $243,091.5 $249,663.6 $205,406.4 $264,765.2 $305,940.3 25.9 15.6 
Mexico $210,158.8 $216,328.4 $176,308.7 $228,823.8 $262,671.0 25.0 14.8 
Costa Rica $3,915.7 $3,926.4 $5,598.2 $8,696.2 $10,111.1 158.2 16.3 
Chile $8,969.5 $8,182.3 $6,047.2 $7,067.8 $9,169.8 2.2 29.7 
Peru $5,207.1 $5,839.9 $4,234.6 $5,172.5 $6,152.8 18.2 19.0 
Honduras $3,942.7 $4,056.7 $3,343.5 $3,911.6 $4,456.8 13.0 13.9 
Dominican 
Republic  $4,213.8 $3,953.9 $3,306.2 $3,648.9 $4,154.6 -1.4 13.9 
Guatemala $3,031.5 $3,441.6 $3,133.2 $3,218.9 $4,135.5 36.4 28.5 
Nicaragua $1,608.4 $1,707.4 $1,611.9 $2,012.0 $2,607.2 62.1 29.6 
El Salvador $2,044.1 $2,227.0 $1,822.9 $2,213.5 $2,481.5 21.4 12.1 
Special 
Preferences $26,235.9 $33,408.9 $23,870.9 $31,853.2 $42,963.6 63.8 34.9 
Colombia* $9,251.2 $13,058.8 $11,209.4 $15,672.6 $22,390.9 142.0 42.9 
Ecuador $6,131.0 $9,043.8 $5,245.9 $7,333.8 $9,500.3 55.0 29.5 
Trinidad & 
Tobago $8,764.2 $8,996.4 $5,174.2 $6,577.1 $8,158.7 -6.9 24.0 
Bahamas $394.4 $595.7 $738.3 $691.3 $797.0 102.1 15.3 
Haiti $487.6 $449.7 $551.9 $550.8 $741.6 52.1 34.6 
Jamaica $685.4 $704.2 $454.0 $306.9 $505.4 -26.3 64.7 
Guyana $122.9 $145.8 $168.6 $302.2 $423.5 244.6 40.1 
Panama* $361.4 $373.7 $296.0 $376.1 $388.1 7.4 3.2 
Barbados $37.8 $40.8 $32.6 $42.5 $58.2 54.2 37.0 
GSP Beneficiaries $67,966.1 $87,171.2 $51,816.7 $60,191.8 $75,566.9 11.2 25.5 
Venezuela $37,582.3 $50,281.2 $27,339.4 $31,768.2 $38,922.3 3.6 22.5 
Brazil $25,017.7 $30,060.7 $19,612.0 $23,401.8 $30,367.9 21.4 29.8 
Argentina $4,258.0 $5,680.3 $3,820.6 $3,738.9 $4,525.1 6.3 21.0 
Bolivia $333.6 $540.4 $504.0 $675.9 $873.5 161.8 29.2 
Suriname $129.4 $126.3 $139.1 $191.4 $301.5 133.0 57.5 
Uruguay $492.0 $243.9 $238.4 $235.0 $289.7 -41.1 23.3 
Belize $86.7 $157.1 $106.8 $120.4 $177.0 104.1 47.0 
Paraguay $66.4 $81.3 $56.3 $60.2 $109.9 65.6 82.5 
Cuba $0.3 $0.0 $0.0 $0.3 $0.0 -97.7 -98.3 
Total $337,293.7 $370,243.8 $281,094.0 $356,810.6 $424,470.8 25.8 19.0 
*: The FTAs with these two partners have been approved by the U.S. Congress but have not yet 
come into effect. 
Source: Calculated from U.S. International Trade Commission data. 

 



U.S. economic relations with Latin American                                                                                                 SP/Di Nº 4-12  
and Caribbean countries in a time of transition  17 

 
 

Table A-2 
Composition of U.S. Merchandise Imports from 
Latin America and the Caribbean, 2007-2011 

Billions of Dollars, Customs Value, Current Dollars 

Note: Data include imports from a slightly larger number of countries and territories than those shown in Table 1. 
Source: Calculated from U.S. International Trade Commission data. 

      
Percentage 

Change Share 
 2007 2008 2009 2010 2011 2007-11 2010-11 2007 2011 
Raw Materials & Related $92.0 $119.4 $77.0 $97.0 $121.9 32.5 25.6 27.0 28.4 
Oil & Gas $70.1 $95.8 $56.4 $73.9 $93.6 33.4 26.7 20.6 21.8 
Agricultural Products $12.5 $13.6 $13.8 $15.9 $19.3 54.0 21.8 3.7 4.5 
Minerals & Ores $4.0 $5.1 $2.6 $2.5 $2.9 -26.0 17.5 1.2 0.7 
Fish and Other Marine Prods. $2.3 $2.2 $2.1 $2.2 $2.6 11.7 16.4 0.7 0.6 
Waste & Scrap $1.6 $1.4 $1.0 $1.5 $1.8 15.9 25.0 0.5 0.4 
Livestock & Products $1.2 $1.0 $0.8 $0.9 $1.3 6.8 43.5 0.4 0.3 
Used Merchandise $0.1 $0.1 $0.1 $0.1 $0.2 58.2 43.5 0.0 0.0 
Forestry Products <$0.1 $0.1 $0.1 $0.1 $0.1 129.8 62.3 0.0 0.0 
Semi-Processed & Light Mfgs. $95.7 $104.6 $75.6 $92.3 $122.9 28.4 33.2 28.1 28.6 
Primary Metal Manufacturing $19.1 $21.8 $15.1 $21.1 $31.7 65.7 50.1 5.6 7.4 
Petroleum & Coal Products $20.4 $25.1 $15.0 $17.4 $27.6 35.5 58.6 6.0 6.4 
Chemicals $11.8 $15.4 $9.3 $11.6 $16.2 37.7 39.6 3.5 3.8 
Apparel & Accessories $14.5 $13.5 $11.2 $12.3 $13.7 -5.8 11.0 4.3 3.2 
Food & Kindred Products $7.3 $8.1 $7.9 $9.2 $11.5 58.8 25.2 2.1 2.7 
Plastics & Rubber Products $3.4 $3.5 $3.1 $3.9 $4.6 35.1 17.7 1.0 1.1 
Beverages & Tobacco 
Products $3.5 $3.5 $3.5 $3.8 $4.1 18.9 8.6 1.0 1.0 
Nonmetallic Mineral Products $3.9 $3.4 $2.6 $3.0 $3.2 -17.1 5.6 1.1 0.7 
Leather & Allied Products $3.0 $2.5 $1.9 $2.5 $2.6 -13.4 3.0 0.9 0.6 
Paper $1.9 $2.1 $1.6 $2.2 $2.4 27.0 7.4 0.5 0.6 
Furniture & Fixtures $1.8 $1.6 $1.3 $1.5 $1.6 -12.4 7.0 0.5 0.4 
Wood Products $2.5 $1.9 $1.4 $1.5 $1.5 -40.9 -1.4 0.7 0.3 
Textile Mill Products $1.2 $1.0 $0.9 $1.0 $0.9 -20.2 -3.1 0.3 0.2 
Textiles & Fabrics $0.8 $0.6 $0.6 $0.6 $0.6 -19.5 -2.3 0.2 0.1 
Printed Matter $0.7 $0.6 $0.4 $0.5 $0.5 -18.8 11.5 0.2 0.1 
Heavy & Advanced Mfgs. $142.9 $139.3 $119.7 $158.8 $174.4 22.1 9.8 41.9 40.6 
Transportation Equipment $50.5 $47.8 $36.5 $54.3 $63.5 25.6 17.0 14.8 14.8 
Computers & Electronics $47.3 $46.7 $46.3 $59.1 $59.4 25.7 0.5 13.9 13.8 
Electrical Equip. & Appliances $18.2 $17.2 $14.3 $17.2 $19.2 5.6 11.4 5.3 4.5 
Machinery $12.6 $13.2 $9.7 $13.6 $16.5 30.5 21.6 3.7 3.8 
Miscellaneous Manufactures $7.8 $8.1 $7.8 $8.6 $9.1 16.5 5.8 2.3 2.1 
Fabricated Metal Products $6.4 $6.2 $5.0 $6.0 $6.7 4.0 11.7 1.9 1.6 
All Other $10.5 $11.3 $10.7 $9.9 $10.1 -3.0 2.3 3.1 2.4 
Total $341.0 $374.5 $283.0 $358.0 $429.3 25.9 19.9 100.0 100.0 
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Table A-3 
U.S. Merchandise Exports to SELA Member Countries, 2007-2011 

Millions of Dollars, Customs Value, Current Dollars 
 

 
* : The FTAs with these two partners have been approved by the U.S. Congress but have not yet 
come into effect. 
Source: Calculated from U.S. International Trade Commission data. 
 
 

      
Percentage 

Change 
 2007 2008 2009 2010 2011 2007-11 2010-11 
FTA Partners $152,030.0 $172,483.4 $137,616.9 $170,319.1 $210,223.1 38.3 23.4 
Mexico $119,381.1 $131,507.4 $105,717.7 $131,602.0 $159,910.0 33.9 21.5 
Chile $7,610.2 $11,366.5 $8,693.5 $9,903.3 $14,497.9 90.5 46.4 
Peru $3,764.3 $5,687.0 $4,355.8 $6,078.6 $7,412.2 96.9 21.9 
Dominican Rep $5,793.4 $6,293.5 $5,034.3 $6,189.6 $6,962.5 20.2 12.5 
Guatemala $3,872.4 $4,493.6 $3,668.4 $4,125.2 $5,857.3 51.3 42.0 
Honduras $4,327.9 $4,699.6 $3,248.7 $4,468.9 $5,851.2 35.2 30.9 
Costa Rica $4,224.3 $5,047.8 $4,344.1 $4,774.5 $5,565.0 31.7 16.6 
El Salvador $2,209.6 $2,357.4 $1,873.9 $2,252.9 $3,167.0 43.3 40.6 
Nicaragua $846.8 $1,030.5 $680.4 $924.2 $999.9 18.1 8.2 
Special 
Preferences $21,946.0 $27,732.8 $23,693.5 $30,309.6 $35,494.3 61.7 17.1 
Colombia* $7,884.4 $10,567.6 $8,752.1 $10,990.6 $12,829.5 62.7 16.7 
Panama* $3,492.4 $4,614.6 $4,063.2 $5,708.1 $7,801.8 123.4 36.7 
Ecuador $2,709.3 $3,150.2 $3,589.5 $5,008.9 $5,517.3 103.6 10.1 
Bahamas $2,422.8 $2,697.0 $2,403.3 $3,160.3 $3,347.9 38.2 5.9 
Trinidad & 
Tobago $1,679.1 $2,146.0 $1,874.8 $1,791.7 $2,070.0 23.3 15.5 
Jamaica $2,236.7 $2,557.4 $1,366.6 $1,552.5 $1,792.2 -19.9 15.4 
Haiti $696.2 $921.7 $774.2 $1,183.0 $1,033.2 48.4 -12.7 
Barbados $418.3 $454.6 $367.4 $353.9 $389.7 -6.8 10.1 
Belize $227.9 $342.6 $247.2 $280.3 $366.3 60.7 30.7 
Guyana $178.9 $281.1 $255.2 $280.3 $346.2 93.5 23.5 
GSP Beneficiaries $38,829.6 $50,589.6 $38,170.0 $49,423.5 $60,887.8 56.8 23.2 
Brazil $21,684.1 $29,027.4 $22,135.1 $30,156.9 $37,274.8 71.9 23.6 
Venezuela $9,762.0 $11,829.3 $8,621.5 $9,587.5 $11,182.8 14.6 16.6 
Argentina $5,115.0 $6,720.4 $4,768.1 $6,423.0 $8,646.8 69.0 34.6 
Paraguay $1,167.9 $1,497.4 $1,260.2 $1,678.8 $1,800.3 54.1 7.2 
Uruguay $541.7 $772.8 $635.5 $788.0 $973.6 79.7 23.6 
Bolivia $262.6 $357.9 $377.5 $435.3 $586.7 123.4 34.8 
Suriname $296.2 $384.3 $372.1 $353.9 $422.9 42.8 19.5 
Cuba $447.0 $717.7 $533.1 $370.1 $351.9 -21.3 -4.9 
Total $213,252.6 $251,523.4 $200,013.4 $250,422.4 $306,957.1 43.9 22.6 
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Table A-4 
U.S. Services Trade with Selected SELA Member Countries, 2007-2011 

Millions of Dollars, Customs Value, Current Dollars 
 

Source: Calculated from Bureau of Economic Analysis data. 
 
 
 
 

      
Percentage 

Change 
 2007 2008 2009 2010 2011 2007-11 2010-11 
U.S. Exports        

South and Central 
America 58,939 66,433 63,966 70,809 79,553 35.0 12.3 

Mexico 24,876 25,980 23,126 24,156 25,727 3.4 6.5 
Brazil 9,549 12,136 13,126 16,536 19,926 108.7 20.5 
Argentina 2,799 3,615 3,742 4,598 5,545 98.1 20.6 
Venezuela 3,948 5,042 5,182 5,016 5,477 38.7 9.2 
Other 17,768 19,659 18,789 20,502 22,877 28.8 11.6 

U.S. Imports        
South and Central 

America 33,528 37,096 34,334 35,242 38,728 15.5 9.9 
Mexico 15,371 15,691 13,735 13,930 14,253 -7.3 2.3 
Brazil 3,941 4,943 5,022 5,271 6,940 76.1 31.7 
Argentina 1,291 1,542 1,421 1,498 1,711 32.5 14.2 
Venezuela 756 839 794 739 839 11.0 13.5 
Other 12,170 14,082 13,362 13,805 14,984 23.1 8.5 

U.S. Surplus        
South and Central 

America 25,411 29,337 29,632 35,567 40,825 60.7 14.8 
Mexico 9,505 10,289 9,391 10,226 11,474 20.7 12.2 
Brazil 5,608 7,193 8,104 11,265 12,986 131.6 15.3 
Argentina 1,508 2,073 2,321 3,100 3,834 154.2 23.7 
Venezuela 3,192 4,203 4,388 4,277 4,638 45.3 8.4 
Other 5,598 5,577 5,427 6,697 7,893 41.0 17.9 
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Table A-5 
U.S. Foreign Direct Investment in Selected Latin American Countries, 2000-2010 

U.S. Direct Investment Position Abroad, Billions of Dollars, on an Historical-Cost Basis 

            
 Percentage    
Change 

 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2000-05 2005-10 
FTA Partners 57.3 70.4 72.7 72.4 84.8 95.1 104.5 119.3 116.8 124.8 133.6 65.9 40.5 
Mexico 39.4 52.5 56.3 56.9 63.4 73.7 83.0 91.0 87.4 89.4 90.3 87.3 22.6 
Chile 10.1 10.5 8.9 9.0 10.8 11.1 10.9 16.3 16.3 21.5 26.3 10.7 136.0 
Peru 3.1 3.2 3.3 3.4 4.8 5.5 5.6 6.0 4.4 5.6 7.9 77.1 42.7 
El Salvador 0.5 0.5 0.7 0.6 0.9 0.9 0.6 1.5 3.2 3.3 3.7 73.0 294.3 
Costa Rica 1.7 1.8 1.8 0.8 2.7 1.6 2.1 2.3 2.4 1.7 1.7 -6.9 3.3 
Dominican 
Republic  1.1 1.1 1.0 0.8 1.0 0.8 0.8 0.7 0.8 1.1 1.3 -28.7 64.9 
Guatemala 0.8 0.3 0.3 0.3 0.4 0.4 0.4 0.6 1.2 1.0 1.1 -53.8 180.6 
Honduras 0.4 0.2 0.2 0.3 0.8 0.8 0.9 0.6 0.8 0.9 1.0 105.8 25.1 
Nicaragua 0.1 0.2 0.3 0.3 0.1 0.2 0.2 0.2 0.3 0.3 0.3 16.4 84.0 
Special 
Preferences 35.3 8.9 9.3 9.2 8.9 10.2 9.5 11.8 12.2 14.3 13.9 -71.3 37.1 
Colombia* 3.7 3.1 2.6 2.8 3.0 4.3 3.8 4.6 5.0 6.2 6.6 16.2 53.2 
Panama* 30.8 5.1 5.8 5.4 4.9 4.8 4.6 6.2 6.0 6.9 6.0 -84.3 25.2 
Ecuador 0.8 0.6 0.8 1.0 0.9 0.9 0.9 1.0 1.1 1.2 1.3 13.1 32.8 
Haiti 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 56.3 -31.0 
GSP Beneficiaries 65.5 58.3 48.2 49.3 48.4 50.5 58.4 76.0 70.8 84.9 93.2 -22.9 84.5 
Brazil 36.7 32.0 27.6 29.6 29.5 30.9 33.5 48.8 44.0 55.2 66.0 -15.9 113.8 
Venezuela 10.5 10.1 8.7 8.4 9.1 8.9 10.9 12.9 13.5 14.2 13.7 -15.2 53.3 
Argentina 17.5 15.5 11.3 10.7 9.2 10.1 13.2 13.7 12.2 14.3 12.1 -42.2 19.9 
Uruguay 0.8 0.7 0.6 0.6 0.6 0.6 0.8 0.6 1.1 1.2 1.4 -22.8 132.8 
Total 158.2 137.6 130.2 130.9 142.1 155.8 172.4 207.1 199.8 224.1 240.7 -1.5 54.6 
 
Note: Data for Caribbean countries are not shown here due to the distortions associated with the portfolio investment, holding companies, etc. often associated  
with financial flows between the United States and countries in the subregion.Data are excluded for countries for which more than one year of data are 
 suppressed by BEA due to considerations of confidentiality. Data for investment in Nicaragua in 2006 are estimated on the basis of 2005 and 2007 data. 
Source: Calculated from Bureau of Economic Analysis data at http://www.bea.gov/scb/index.htm#chartsandtables 
.
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Table A-6 
U.S. Foreign Assistance to Latin America and the Caribbean, Fiscal Years 2011-2013 

Thousands of Dollars 
 

 
FY2011 
Actual 

FY2012 
Estimated 

FY2013 
Proposed 

% Change, 
FY2011-
FY2013 

Haiti 380,261 357,161 339,963 -10.6 
Colombia 453,218 383,015 331,825 -26.8 
Mexico 178,145 330,125 269,499 51.3 
Guatemala 110,161 95,185 93,570 -15.1 
Peru 96,581 83,550 73,665 -23.7 
Honduras 56,017 56,966 58,150 3.8 
El Salvador 29,778 28,204 41,800 40.4 
Barbados & E. 
Carib. 32,337 34,240 35,200 8.9 
Dominican 
Republic 36,996 30,110 29,840 -19.3 
Bolivia 41,915 28,330 22,215 -47.0 
Ecuador 24,254 19,830 21,310 -12.1 
Cuba 20,000 20,000 15,000 -25.0 
Nicaragua 24,065 12,989 13,099 -45.6 
Guyana 16,911 10,840 6,981 -58.7 
Brazil 23,321 17,240 6,195 -73.4 
Paraguay 6,806 3,730 5,860 -13.9 
Jamaica 7,589 5,700 5,398 -28.9 
Panama 2,984 2,750 3,655 22.5 
Venezuela 5,000 5,000 3,000 -40.0 
Costa Rica 743 690 1,752 135.8 
Chile 1,321 1,155 1,080 -18.2 
Belize 410 390 1,030 151.2 
Argentina 897 1,350 814 -9.3 
Uruguay  989 465 450 -54.5 
Suriname 251 240 225 -10.4 
Bahamas 201 190 180 -10.4 
Trinidad and 
Tobago 253 180 180 -28.9 
Regional Programs 304,795 281,839 269,834 -11.5 
Total 1,856,199 1,811,464 1,651,770 -11.0 

Source: Calculated from the U.S. Agency for International Development’s Fiscal Year 2013 
Congressional Budget Justification at http://www.usaid.gov/performance/cbj/185016.pdf.  
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II. THE REBOUND AND REDIRECTION IN TRADE POLICYMAKING  
 
 Trade policy was a largely neglected area of U.S. public policy during 2009-2010, 
with the Obama administration and Congress both being much more focused on the 
economic crisis, social issues, and the Federal budget deficit. Little was done then either 
to open or close the U.S. market. This was a source of considerable frustration in Colombia 
and Panama, both of which saw the FTAs that they had negotiated with the United States 
languish from 2066-2007 until 2011, as well as other countries that hoped Washington 
would provide more active leadership in the Doha Round of multilateral trade 
negotiations. 
 
Inactivity is not always a bad thing, as it would be just as easy for policymakers to turn 
their attention to trade restrictions as would be to promote trade liberalization. While we 
should not exaggerate by suggesting that there was no protectionist activity in the United 
States over the past several years, the pessimists who predicted a new wave of restrictions 
in 2008-2009 have been proven wrong. Whether one looks at bills enacted by Congress, 
antidumping petitions submitted by U.S. firms, or actions taken by the executive branch of 
government, the level of protectionist activity during and after the economic crisis was 
the same or even lower than it had been in the recent past.2 
 
After several years of not so benign neglect of trade policy, the issue began to reemerge 
in 2011. That was the year that Congress approved the FTAs with Colombia, Panama, and 
Korea that had been awaiting action since 2006-2007, and also acted to renew the 
Generalized System of Preferences and the Andean Trade Preferences Act. Both sets of 
decisions can be seen more as catching up with much-delayed items of unfinished 
business, however, than as truly new initiatives. 
 
There is now a great deal of evidence to suggest that 2012 may be a real turning point, 
with the Obama administration proposing a series of actions that will once again make 
trade policy a leading topic in Washington. Among the items now under discussion are a 
new grant of trade promotion authority (TPA), also known as the “fast track” procedures 
for expedited congressional approval of trade agreements; the normalization of trade 
relations with Russia; expanding and completing the TransPacific Partnership (TPP) 
negotiations; at least preliminary exploration of broad trade negotiations between the 
United States and the European Union; and the administration’s proposals for the 
reorganization of trade agencies. Some of these issues affect SELA Member Countries, 
either directly or indirectly, but a few imply a redirection of U.S. attention away from Latin 
American and the Caribbean and towards other regions. Much of U.S. policy in the 
coming years may be seen as responses to the perceived economic and political threat 
of a rising China, a fact that shapes both the direct U.S. confrontation with that country 
and, indirectly, the efforts to strengthen ties with other countries. 
 

                                                 
2  In at least one instance a Latin American country benefited from inactivity in Washington during 2011. Trade 
relations between the United States and Brazil have long been troubled by a set of U.S. policies that subsidize 
domestic ethanol production while also imposing high tariffs on imports from Brazil (with most other ethanol 
exporters in the region enjoying preferential access to the U.S. market). The Volumetric Ethanol Excise Tax Credit 
provided tax incentives to ethanol blenders of 45¢ per gallon of pure ethanol when blended with gasoline, while 
the additional tariff of 54¢ per gallon (i.e., 14.27¢ per liter) was intended to prevent these subsidies from going to 
imported ethanol. Both of these programs were due to expire by the end of 2011, however, and while the U.S. 
industry and its political allies sought to renew them they did not succeed in overcoming a combination of 
opposition and inertia. Both programs expired at midnight on December 31, 2011, to the benefit of Brazilian 
exporters. 
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Several items are thus on the table in 2012, but the question arises as to just how much 
can be accomplished in a presidential election year. That problem is made more acute in 
an election year in which the U.S. government is divided (i.e., the opposition party controls 
one chamber of Congress and has enough seats in the other to block action). This year is 
the first time since 1996 that an incumbent president has sought reelection in a period of 
divided government, and the results then were not auspicious; divisions between the 
parties prevented the Republican-controlled Congress from approving initiatives that 
President Clinton proposed, including a new grant of negotiating authority for trade 
agreements. That is something that was not accomplished until unified government was 
restored by the 2000 election. 
 
This does not mean that progress is impossible in 2012, nor that any debates on initiatives 
that are not completed this year will be meaningless. While it is true that presidential 
election years tend to be dominated more by posturing than actual policymaking, and 
that action on some of the issues being debated this year may be postponed until 2013 or 
beyond, it is also true that the noise in an election year helps to set the tone for the more 
productive years that follow. There is every indication from both the White House and the 
campaign trail that at least one trade issue — the growing frictions in the U.S.-China trade 
relationship — will remain at the forefront of U.S. trade policy into 2013-2016, whether we 
see a second term of the Obama administration or the first term of a new, Republican 
president. 
 
1. The Revival of Policymakers’ Interest in the Topic 
 
After several years of declining attention to trade policymaking, a process that reached 
its nadir in the first two years of the Obama administration, officials in the United States 
have now shown much greater interest in the subject. The first concrete evidence of a 
turnaround came in 2011, when the Obama administration finally took up approval of the 
three FTAs that it had inherited. The Bush administration had attempted to win 
congressional approval for the agreements that it negotiated with Colombia, Panama, 
Peru, and Korea during its final two years in office, and even renegotiated the 
agreements to meet Democratic demands (especially on labor and environmental 
matters), but managed to win approval only for the U.S.-Peruvian FTA. President Obama 
did not disown any of the agreements that he inherited, but neither did he devote any 
serious attention to them until very late in 2010. After further renegotiation of the trade 
provisions in the FTA with Korea, and a more politically sensitive process of dealing with 
labor issues in Colombia, the administration managed to secure congressional approval 
for all three agreements in 2011.3 It also won approval for the reauthorization of three 
other programs that had expired: The Andean Trade Preferences Act, the Generalized 
System of Preferences, and a Trade Adjustment Assistance program for workers, farmers, 
firms, and communities that are negatively affected by trade liberalization. 
 
The question remains as to whether the actions taken in 2011 were simply a matter of 
“catching up” with long-neglected topics, or whether it marked a real change in 
direction. Will trade policy continue to receive serious attention in Washington, or will it 
once again fall into neglect? The evidence is growing that the Obama administration 
hopes, should it win a second term, to place a much higher priority on trade than it did in 
2009-2010. The administration also hopes to deal effectively with the issue in this election 
year, though it is uncertain how much can be accomplished in a highly partisan 
environment. 

                                                 
3  For a more detailed analysis of the debate over approval of these agreements and the final votes on them, 
respectively, see SELA Antenna in the United States numbers 99 (2nd Quarter 2011) and 100 (3rd Quarter 2011). 
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President Obama’s State of the Union (SOTU) message on January 24, 2012 marked one 
more step towards the resuscitation of trade policymaking in Washington. This latest SOTU 
represented a significant departure from the norm for a president in his fourth year. While 
most presidents apply the brakes on this issue during the year that they seek reelection, 
President Obama stepped on the gas. This point can be quantified in a content-analysis 
of SOTUs. The data in Table 5 show the percentage of presidential verbiage devoted to 
trade policy in all of these messages from 1970 through 2012. With some variations, most 
presidents follow a predictable pattern: The sections devoted to trade policy are almost 
always smaller in a president’s first term (averaging 1.5% of the words) than they are in a 
second term (averaging 3.9%). Presidents are clearly more interested in dealing with this 
potentially divisive issue when they are relieved from the burden of reelection and are 
more focused on their legacies than on day-to-day political maneuvering. The data also 
show that presidents will typically devote far less attention to trade in their reelection-year 
SOTUs, as the trade policy content of speeches given in these years (1.3%) is precisely half 
as much as one finds in all other years (2.6%).  
 
President Obama’s speech deviated sharply from this pattern. The trade section of his 
latest SOTU accounted for 3.9% of the message, or the same as one typically finds in a 
second- term president’s message. It was also the highest in his term, with trade receiving 
almost four times as much attention this time as it did in 2009.4 It was in fact the most 
trade-intensive SOTU that any modern president has ever delivered in the year of his 
reelection campaign. 
 
These numbers are only a crude estimation of the importance that presidents attach to 
an issue, and what President Obama said is ultimately more important than how many 
words he used to say it. The 271 words reproduced in Box 1 are significant both for what 
the president said and for what he never mentioned. To start with what was not said, the 
president made no mention of the moribund Doha Round, the nascent TransPacific 
Partnership, or a new grant of trade promotion authority. This is entirely consistent with a 
pattern that has run throughout his term: President Obama has consistently been more 
interested over the past three years in promoting and enforcing existing trade 
agreements than in concluding or approving new ones. That theme was evident in his 
2010 SOTU, in which he set the goal of doubling U.S. exports in five years, as well as in the 
latest proposal to reorganize the trade agencies in a way that emphasizes trade 
promotion over trade liberalization. In this latest speech the president took credit for what 
was achieved last year in the approval of the three FTAs, and also alluded to the need to 
graduate Russia from the Jackson-Vanik law. In keeping with the established pattern, he 
cast both of these initiatives in export-promotion terms. That normalization of trade 
relations with Russia is needed, he implied, to ensure that the benefits of the commitments 
Russia made for accession to the World Trade Organization are fully extended to U.S. firms. 
 
The most significant thing that President Obama said about trade was yet another 
reaffirmation of the fact that China dominates U.S. trade policy. Half of his words on this 
subject were devoted to the growing confrontation with that country, both 
retrospectively (i.e., the restrictions imposed on Chinese tires case) and prospectively (i.e., 
the establishment of a new Trade Enforcement Unit). China is already the principal focus 
of U.S. trade frictions, whether one looks at trade-remedy laws, disputes in the WTO, or bills 
in Congress, and there is every reason to expect that this will remain true in the next 
presidential term — no matter who wins the election. 

                                                 
4  The speech President Obama gave at the start of 2009 was technically not considered a State of the Union 
message, but it was the functional equivalent of one. 
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Table 5 
The Significance of Trade Policy in Presidents’ Annual State of the Union Messages, 1970-2012 

Length of the Trade Sections of a Speech as a Percentage of Total Words in the Speech, By Year in a Presidency 
         Averages 

 First Second Third Fourth Fifth Sixth 
Sevent

h Eighth 
First 

Term 
Second 

Term Total 
Nixon/Ford 0.0 0.0 2.0 2.6 2.4 2.3 1.4 2.5 1.2 2.2 1.7 
Carter 2.9 3.1 0.0 1.4 ― ― ― ― 1.9 ― 1.9 
Reagan 0.0 0.7 5.2 0.5 4.3 5.9 4.1 8.5 1.6 5.7 3.6 
G.H.W. Bush 0.0 0.0 2.5 1.3 ― ― ― ― 1.0 ― 1.0 
Clinton 2.9 2.6 0.0 0.5 3.5 9.0 5.6 4.6 1.5 5.7 3.6 
G.W. Bush 2.4 3.3 0.0 0.5 0.0 1.9 0.4 5.3 1.6 1.9 1.7 
Obama 1.1 2.4 2.3 3.9 ― ― ― ― 2.4 ― 2.4 
Average  1.4 1.8 1.6 1.2 2.6 5.2 3.0 5.1 1.5 3.9 2.4 
Average for reelection years: 1.3 Average for all other years: 2.6        

 
“Trade sections” = Those full sentences, paragraphs, or multi-paragraph sections in a SOTU that are devoted to issues in trade 
policy. These may be either hortatory (e.g., referring broadly to the benefits of trade, the competitiveness of U.S. workers and 
industries, or trade as a means of promoting peace) or substantive (e.g., referring to legislation that a president has proposed or 
will propose to Congress and/or to trade agreements that are proposed, under negotiation, or pending approval in Congress). 
This definition excludes sections of SOTUs that focus primarily on the need to reduce dependence on imported oil. 
“Reelection year” = The SOTU delivered at the start of a year in which the president sought reelection. That is the fourth SOTU for 
most presidents, but for presidents Nixon and Carter it was the year of their third SOTUs, and for President Ford it was the seventh 
year of the Nixon/Ford terms. 
Presidents Reagan through Obama delivered their first SOTUs (or what is more properly considered to be the functional 
equivalent of a SOTU) in the years in which they were inaugurated. Following the practice of earlier administrations, the first SOTUs 
for presidents Nixon and Carter came in their second years in office (1970 and 1978, respectively).  
President Ford’s SOTUs of 1975-1977 are counted here as the sixth through eighth SOTUs of the Nixon/Ford administrations. While 
these might alternatively be considered the first through third SOTUs of a separate administration, the conflation of the two 
presidencies here is justified by the continuity in leadership and the fact that the main direction of trade policymaking in 1975-
1977 was predetermined by the initiatives that were well underway upon Nixon’s resignation (especially the end-game of the 
inter-branch negotiations over the Trade Act of 1974 and the conduct of the Tokyo Round in the GATT).  
Note that President Carter’s last SOTU took the form of a lengthy document rather than a speech to a joint session of Congress. 
Source: Calculated from the texts of SOTU messages as posted at http://www.presidency.ucsb.edu/sou.php. 
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Box 1: The Trade Section in President Obama’s 2012 State of the Union Message 
 

 We’re also making it easier for American businesses to sell products all over the world. 
Two years ago, I set a goal of doubling U.S. exports over five years. With the bipartisan 
trade agreements I signed into law, we are on track to meet that goal — ahead of 
schedule. Soon, there will be millions of new customers for American goods in Panama, 
Colombia, and South Korea. Soon, there will be new cars on the streets of Seoul 
imported from Detroit, and Toledo, and Chicago.  
 I will go anywhere in the world to open new markets for American products. And I will 
not stand by when our competitors don’t play by the rules. We’ve brought trade cases 
against China at nearly twice the rate as the last administration — and it’s made a 
difference. Over a thousand Americans are working today because we stopped a 
surge in Chinese tires. But we need to do more. It’s not right when another country lets 
our movies, music, and software be pirated. It’s not fair when foreign manufacturers 
have a leg up on ours only because they’re heavily subsidized. 
 Tonight, I’m announcing the creation of a Trade Enforcement Unit that will be 
charged with investigating unfair trade practices in countries like China. There will be 
more inspections to prevent counterfeit or unsafe goods from crossing our borders. And 
this Congress should make sure that no foreign company has an advantage over 
American manufacturing when it comes to accessing finance or new markets like 
Russia. Our workers are the most productive on Earth, and if the playing field is level, I 
promise you — America will always win. 
Source: President Obama’s 2012 State of the Union address. 
 

 
 
2. The Two Forms of “Fast Track” Authority 
 
Trade policymaking may thus be getting greater attention now than in the recent past, 
but the future of U.S. policy remains unclear. Much of the debate on trade policy in 2012 
may focus on two different but related forms of what is informally called “fast track” 
authority. That term is usually employed by trade professionals to mean a law that 
establishes expedited procedures for congressional approval of the implementing 
legislation for trade agreements. There is another law that is also known by that same title, 
however, that similarly establishes expedited procedures for the congressional approval of 
a president’s plans. As of early 2012 it appears that the administration is more interested in 
that second form of fast-track authority than it is in the first, but also that this could be the 
year that the administration finally makes a formal request for the renewal of the first type 
of authority. 
 
 2.1. Fast-Track Authority for the Reorganization of Trade Agencies 
 
President Obama announced his plans for a reorganization of trade policy institutions on 
January 13, 2012. The request contemplates a two-stage process in which he would first 
be given a grant of fast-track authority from Congress to propose the reorganization of 
agencies, subject to an expedited process of congressional approval, and would then 
devise and submit the detailed plans for an up-or-down vote. The as-yet sketchy 
reorganization proposal calls for the consolidation of the Office of the U.S. Trade 
Representative, much of the Department of Commerce, and four other agencies into 
one as-yet unnamed department. The other components would be the Small Business 
Administration, the Export-Import Bank, the Overseas Private Investment Corporation, and 
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the U.S. Trade and Development Agency.The Obama administration followed the initial 
proposal on February 10 when the Office of Management and Budget sent to Congress 
the president’s proposed bill granting him the authority to reorganize the trade bureaus, 
and on February 17 when President Obama issued a memorandum to all executive 
agencies on ordering them to begin implementing several organizational changes to 
effect those aspects of the reorganization that can be accomplished without new 
legislation. The proposed bill would renew presidential powers under the Reorganization 
Act of 1977, a law that allows presidents to devise plans to reorganize agencies and to 
submit them for up-or-down votes in Congress.  
 
The administration has cast this proposed reorganization, which builds upon plans that 
President Obama had signaled in his 2011 State of the Union address, as a means of 
providing better services to U.S. businesses at lower cost. That is not how the proposal is 
seen in much of the trade policy community, however, where there is widespread 
concern that the already limited resources and authority of the USTR will be diminished by 
subsuming it within a larger institution. The concerns are amplified for those members of 
Congress who serve on the House and Senate trade committees, as this consolidation 
could reduce their committee’s “turf.” This proposal has some very high barriers to clear, 
and this could prove to be far too difficult to achieve in an election year. 
 
While the structure of the U.S. trade policymaking agencies might appear to be of little 
interest to Latin American and Caribbean countries, it could have an important if indirect 
consequence. The main goal of the Obama administration in trade policymaking thus far 
has been to stress the enforcement and exploitation of existing trade agreements over 
the negotiation of new ones, and the proposed new body would appear to be designed 
with those priorities in mind. Much depends on whether the second form of fast-track 
authority, as discussed below, is actually requested and granted. A new trade agency 
that is armed with fast-track authority to negotiate new agreements could be a strong 
proponent of new agreements. Alternatively, a new agency that is not so empowered 
might reinforce the administration’s established preference for export-promotion and 
trade-enforcement initiatives over trade liberalization.    
 
 2.2. Fast-Track Authority for the Approval of Trade Agreements 
 
Another and related issue concerns the request for a new grant of fast-track negotiating 
authority. Also known as trade promotion authority (TPA), this power is generally 
considered indispensable for the completion and approval of trade negotiations. TPA 
establishes special procedures that facilitate the consideration of trade agreements. The 
latest (2002) TPA grant expired in mid-2007, and a new grant will be needed before any 
new FTAs or multilateral trade agreements can be voted on in Congress. Without TPA, for 
example, the current negotiations for a TransPacific Partnership will likely run into a wall at 
some point, with other countries doubting the ability of their U.S. counterparts to cut a 
deal and secure its approval in Congress. 
 
Officials in the Obama administration have said ever since they took office that they 
would eventually need a new grant of TPA, but did not produce any specific proposals 
and until recently they gave no solid indication of when such a request might come. That 
changed when the U.S. Trade Representative testified at a hearing of the House Ways 
and Means Committee on February 29. Ambassador Ron Kirk said in his prepared 
testimony that, “as we move toward negotiating outcomes, the Administration will explore 
issues regarding additional trade promotion authority necessary to approve the TPP and 
future trade agreements.” The question-and-answer session that followed gave the 
ambassador an opportunity to elaborate somewhat on this statement. In response to a 
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question from Trade Subcommittee Chairman Kevin Brady (Republican-Texas), Kirk said 
that while he would not “handicap” the timing the matter would “have to be resolved 
before the end of the year” in order to move forward with the TPP negotiations.  
 
This statement was only a first and hesitant step in what could be a very long process of 
internal negotiation. Ever since the early 1990s, when the politically sensitive issues of labor 
rights and environmental protection were first linked to trade negotiations, it has been 
supremely difficult to win new grants of negotiating authority from Congress. Partisans on 
both sides sometimes appear more interested in the symbolic value of the issues than in 
the practicalities of trade, with Democrats demanding that trade agreements be 
conditioned on tough labor and environmental provisions, and Republicans being equally 
insistent that talks not be hobbled with non-trade considerations. These disputes 
prevented the Clinton administration from winning a new grant of negotiating authority 
during 1994-2000, despite repeated efforts to craft some compromise between the 
parties, and also ensured that when the Bush administration won a grant in 2002 it did so 
by just a one-vote margin in the House of Representatives. 
 
If the Obama administration does indeed pursue a request for a new grant of TPA this 
year or (if reelected) in 2013 it will need to deal once again with these divisive issues. One 
approach that it might opt to take, as discussed below, is to wrap its request up in a larger 
package that allows for wider bargaining with Congress. 
 
3. The Potential for a New Omnibus Trade Bill 
 
One possibility that is not yet being openly discussed in Washington, but might 
nonetheless emerge sometime this year or next, would be to seek a “grand bargain” 
between the two branches of government and the two political parties over a new, 
omnibus trade bill. Omnibus bills are large measures that bring together in one package a 
number of different trade issues. There is certainly no lack of items that might be 
incorporated in such a measure. The issues that are now under debate in the United 
States include the proposed reorganization of trade agencies; the TPP negotiations; the 
normalization of trade relations with Russia; exploration of trade negotiations between the 
United States and the European Union; and renewal of the Generalized System of 
Preferences. Taken by themselves, each of these initiatives is significant. And that may 
indeed be how they are taken up in Congress, with each one handled as a discrete 
undertaking that should be considered, and acted upon, on its own merits. It is 
alternatively possible that lawmakers may see here the elements for a new, omnibus 
trade bill.  
 
The two branches have put together seven such packages during the modern period; 
see Table 6 for the terms of these bills. Most of these bills have contained at least four 
elements: a grant of negotiating authority that is accompanied by a declaration of the 
objectives for its use (that latter item becoming more contentious as the modern period 
progressed); amendments to the trade-remedy and reciprocity laws; authorization, 
renewal, or amendment of preferential trade programs for developing countries; and 
tariff suspensions for miscellaneous items. Some of the bills have also dealt with trade 
adjustment assistance for displaced workers, firms, and communities (a key demand of 
labor unions and Democrats) and included provisions affecting trade relations with 
Communist countries (now known as the economies in transition), as well as a variety of 
other matters related to trade.  
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Table 6 
Presidential Requests and Concessions 

to Congress in the Omnibus Trade Bills of 1974-2002 
 

 Concessions Granted to Congress 
Year President’s Request Incorporated in the Trade Bill Made Outside the Bill 
1972-
1974 

Grant fast-track for 
Tokyo Round. 
Approve U.S.-Soviet 
MFN agreement. 
Pass the Generalized 
System of 
Preferences. 

Trade Act of 1974:  
Section 301 reciprocity provision written into 
the law. 
Jackson-Vanik conditions placed on 
Communist countries’ MFN treatment. 
GSP proposal modified. 
Trade-remedy laws amended. 

The Nixon administration 
took the United States 
off the Bretton Woods 
monetary system and 
adopted a more 
interventionist 
exchange-rate policy. 

1979 Approve on fast 
track the Tokyo 
Round agreements. 

Trade Agreements Act of 1979:  
Several changes made in the operation of the 
trade-remedy laws, such as transfer of 
authority to the Department of Commerce. 

Assistance package 
created for the textile 
and apparel industry. 

1984 Grant fast track for 
U.S.-Israel FTA. 
Renew GSP. 

Trade and Tariff Act of 1984:  
Extensive amendments made to the 
reciprocity and trade-remedy laws. 
GSP converted into a neo-reciprocal 
bargaining instrument. 

Protection extended to 
the U.S. steel industry 
through “voluntary” 
restraint agreements 
negotiated with foreign 
suppliers. 

1988 Grant fast track for 
Uruguay Round. 

Omnibus Trade and Competitiveness Act of 
1988:  
Extensive changes made in the reciprocity 
and trade-remedy laws. 
 

― 

1994 Approve on fast 
track the Uruguay 
Round agreements. 
 

Uruguay Round Agreements Act of 1994:  
Codification of Super 301 renewal. 
Amendments to trade-remedy laws. 
Several minor product-specific concessions.  

Deal made to provide 
for withdrawal from the 
WTO if dispute-
settlement panels were 
found to be biased 
against United States 
(enactment of this bill 
was blocked in 1995). 

1995-
2000 

Grant fast-track 
authority for a new 
WTO round and FTAs. 
Approve trade 
preferences for 
Africa. 

Trade and Development Act of 2000:  
[Disagreements over labor and environmental 
issues blocked a new fast-track grant.] 
African preferences approved after deal 
reached on the rules of origin. 

― 

2002 Grant trade 
promotion authority 
for several 
negotiations. 
Renew the GSP and 
expand Andean 
preferences. 
Graduate Russia 
from Jackson-Vanik 
and approve 
Pakistani trade 
preferences. 

Trade Act of 2002:  
Restrictions in the authority to cut tariffs on 
import-sensitive agricultural products or 
negotiate on trade-remedy laws. 
Expanded trade adjustment assistance. 
[Russia not graduated from Jackson-Vanik; 
Pakistani textile plan was dropped after 
provoking opposition from textile-state 
lawmakers.] 

Restrictions imposed on 
steel imports under the 
safeguards law. 
Farm bill enacts new 
and expanded subsidies 
for U.S. agriculture.  
Stricter rules of origin are 
required for Andean and 
Caribbean preferences. 

 
Source: Compiled from numerous sources, including the Congressional Quarterly Almanac; annual 
reports of the U.S. International Trade Commission; and (starting in the 1980s) the author’s real-time 
observation. 
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The logic behind omnibus trade bills is that they form a good vehicle for bargaining 
between the two branches of government. Presidents are periodically obliged to seek 
delegations of negotiating authority from the legislative branch, or to secure 
congressional approval for the agreements that they negotiate under this authority, and 
also make other requests of Congress (e.g., approval or renewal of preferential trade 
programs), but lawmakers are loath to surrender their constitutional prerogatives for free. 
They instead prefer to bargain with the executive both over the specific terms of a new 
grant of negotiating authority (what processes will be used to approve agreements, what 
the negotiating objectives will be, how the executive will be obliged to consult with 
Congress, etc.) as well as on other aspects of trade policy. The additional items that get 
tacked onto an omnibus trade bill are the price that the president is obliged to pay for his 
grant of authority, and may include such elements as revisions to the trade-remedy and 
reciprocity laws, sweeteners for favored industries, grants of trade adjustment assistance 
for workers, and the like. This is a pattern that predates even the creation of the fast-track 
authority in 1974, with Congress having bargained with presidents in this fashion since the 
first grants of negotiating authority in the 1930s. 
 
It has now been ten years since the enactment of the last such measure, in the form of 
the Trade Act of 2002, and there is pent-up demand for new legislation. That 2002 
measure made a grant of TPA that expired in mid-2007, and a new one will be needed if 
the TPP negotiations produce a new agreement. If there were to be a new Trade Act of 
2012 (or 2013) it might in fact resemble the most important of past omnibus bills. Among 
the principal elements of the Trade Act of 1974 were the very first grant of TPA (known 
until 2002 as “fast-track” authority) and the Jackson-Vanik provisions governing trade with 
the Soviet Union and other Communist countries. A new omnibus trade bill might renew 
the first of these items and repeal the latter for Russia. It might also take on other items 
that were first enacted in that pivotal 1974 law, such as the Generalized System of 
Preferences. 
 
But just how feasible would it be to devise a new, sweeping trade bill? Doing so would 
require that policymakers clear three hurdles.  
 
The first hurdle is a matter of process and prioritization: Policymakers would need to 
decide that these various elements should be linked in the first place, rather than handled 
as separate undertakings on distinct timetables. That may be difficult to do when one 
considers that the potential package includes at least one item for which policymakers 
aim for action by early July (i.e., normalization of relations with Russia), one that is vaguely 
identified as requiring action before the end of the year (i.e., a new grant of negotiating 
authority), and still others for which the expiration dates are months or years away (e.g., 
the Generalized System of Preferences). Deadlines are not always met, however, and if 
there is slippage on one or more of these issues the attractions of devising a broader 
package may grow. 
 
The second hurdle is partisan: The divisions between Democrats and Republicans over 
labor and environmental issues have become increasingly difficult to overcome, and are 
especially problematic when it comes to winning a new grant of TPA.  
 
The third hurdle is temporal: This is indeed an election year, a fact that multiplies the 
significance of those partisan divisions. From the perspective of the Republicans who 
control the House and have the power to block action in the Senate, the arguments in 
favor of cooperating with Democrats and handing a victory to President Obama, even 
on an issue (trade) that they consider to be their own, may be perceived to be weaker 
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than the arguments in favor of postponing action to 2013. This is what happened under 
comparable circumstances in 1996, for example, when Republicans refused to act upon 
the Clinton administration’s request for a new grant of fast-track authority.  
 
The prospects for clearing all three of these hurdles in the present political and economic 
environment may prove to be too great. If so, the elements described below may instead 
advance — or stall — as separate initiatives. 
 
4. Renewal and Reform of Preferential Trade Programs 
 
Requests for negotiating authority are not the only favors that presidents seek from 
Congress. They may also ask for the approval or renewal of preferential trade programs, 
and these topics can also form part of the bargaining over an omnibus trade bill. The first 
authorization for the Generalized System of Preferences (GSP), for example, was another 
element in the Trade Act of 1974. The authorization for this program has come up for 
renewal many times since then, and has sometimes become one of the elements in larger 
bills. 
 
In 2011 Congress renewed the GSP through July 31, 2013, meaning that this program will 
have to come up for consideration sometime over the next year. If Congress follows the 
pattern it has set in the last decade or so it will not actually take up the GSP renewal until 
the last minute, or even after that minute has passed; it has often allowed the program to 
lapse for months before acting to renew it retroactively. It is nonetheless possible that 
renewal of the GSP, as well as reform of this and other preferential trade programs could 
be made a part of a new, omnibus trade bill. Lawmakers and opinion leaders in 
Washington have frequently proposed reforms such as improved rules of origin and the 
extension of duty-free, quota-free (DFQF) treatment to the remaining least-developed 
countries (LDCs) that do not yet enjoy these privileges.5 It is also possible that Congress 
would take up provisions to tweak or renew expiring provisions of the preferential 
programs for Africa, the Andean countries, and the Caribbean Basin. 
 
Another issue that might be taken up is renewal of the Andean Trade Preferences Act 
(ATPA), but that is more doubtful. The ATPA originally extended preferential treatment to 
four countries. That number was halved after Bolivia was removed from the program and 
Peru was eased from ATPA into FTA status. Colombia, too, will make a transition from the 
program after its FTA enters into effect.6That leaves only Ecuador, and broader issues in 
the relationship between Washington and Quito may make U.S. policymakers reluctant to 
renew a program that benefits only one country. Unless renewed, the ATPA will expire on 
July 31, 2013. 
 
The countries in the region that benefit from the GSP alone are Argentina, Bolivia, Brazil, 
Paraguay, Suriname, Uruguay, and Venezuela. It does not necessarily follow, however, 
that this program is of high importance to each of these countries. The data in Figure 6 
and Table 7 show that tariffs are, for the average U.S. import from SELA Member Countries, 
extremely low and dropping. There is not one country in the region for which the trade-
weighted average tariff imposed by the United States reached as high as 2%. That point is 
                                                 
5 Most African LDCs receive DFQF treatment under the African Growth and Opportunity Act, and Haiti does so 
under a series of laws, but Asian LDCs such as Bangladesh, Cambodia, and Nepal have no such programs. 
Extension of DFQF treatment to these countries is complicated by the fact that most U.S. imports from Asian LDCs 
consist of apparel, a politically sensitive sector. 

6 Because of production-sharing arrangements among ATPA beneficiary countries, the program provides not for 
the immediate loss of ATPA preferences for a country when an FTA enters into effect, but instead for a transition 
period in which the country is both an FTA and an ATPA beneficiary. 
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equally true for the FTA partners, the beneficiaries of the CBI and the ATPA, and the 
countries benefitting from the less generous GSP program. 
 

Figure 6 
Average Tariffs on U.S. Imports from Latin American and Caribbean Countries, 2000-2011 

 
Figure 7 

Tariff Treatment of U.S. Imports from Latin American and Caribbean Countries, 2000-2011 
Percentage Distribution of Total U.S. Imports from the Region 

 
Source: Calculated from U.S. International Trade Commission data. 

Duty‐Free on an MFN Basis 

Average Tariff on Total 
Imports from the Region 

Average Tariff on Dutiable 
Imports from the Region 



U.S. Economic Relations with Latin American                                                                                                SP/Di Nº 4-12 
and Caribbean countries in a time of transition 33 

Table 7 
Tariff Treatment of U.S. Merchandise Imports from SELA Member Countries, 2011 

Millions of Dollars, Customs Value, Current Dollars 

    
Duties Paid as a 
Percentage of: 

 Imports 
Percent 

Dutiable 
Duties 

Paid 
Total 

Imports 
Dutiable 
Imports 

FTA Partners      
Mexico $262,671.0 3.5 $239.1 0.1 2.6 
Costa Rica $10,111.1 2.4 $2.6 0.0 1.1 
Chile $9,169.8 5.2 $12.1 0.1 2.5 
Peru $6,152.8 12.5 $5.0 0.1 0.7 
Honduras $4,456.8 3.1 $19.8 0.4 14.3 
Dominican 
Republic $4,154.6 4.2 $13.4 0.3 7.8 
Guatemala $4,135.5 10.7 $70.9 1.7 16.0 
Nicaragua $2,607.2 9.4 $35.8 1.4 14.6 
El Salvador $2,481.5 4.2 $15.5 0.6 14.7 
Special Preferences      
Colombia $22,390.9 45.4 $69.4 0.3 0.7 
Ecuador $9,500.3 62.7 $24.9 0.3 0.4 
Trinidad & Tobago $8,158.7 18.6 $3.2 0.0 0.2 
Bahamas $797.0 35.7 $3.0 0.4 1.1 
Haiti $741.6 1.8 $2.0 0.3 15.2 
Jamaica $505.4 1.1 $0.1 0.0 1.4 
Guyana $423.5 0.6 $0.3 0.1 12.9 
Panama $388.1 2.4 $0.3 0.1 3.6 
Belize $177.0 1.3 $0.0 0.0 1.4 
Barbados $58.2 22.6 $0.0 0.1 0.3 
GSP Beneficiaries      
Venezuela $38,922.3 58.5 $35.5 0.1 0.2 
Brazil $30,367.9 42.6 $276.6 0.9 2.1 
Argentina $4,525.1 48.6 $53.2 1.2 2.4 
Bolivia $873.5 14.2 $1.7 0.2 1.4 
Suriname $301.5 0.6 $0.0 0.0 1.9 
Uruguay $289.7 39.8 $2.1 0.7 1.8 
Paraguay $109.9 7.0 $0.8 0.7 10.1 
Cuba $0.3 0.0 $0.0 0.0 0.0 

Source: Calculated from U.S. International Trade Commission data. 
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In 2011 only 16.6% of U.S. imports from the region were dutiable on an MFN basis, a share 
very close to the 17.3% in 2000. Nearly all of the remainder entered duty-free,7 either on 
an MFN basis (i.e., imports that are free from duty when imported from any country other 
than the few that are still denied MFN treatment),8 or under either reciprocal preferences 
(i.e., FTAs) or one of the non-reciprocal preferential programs (including the GSP). That last 
category is gradually diminishing as a factor in U.S. trade relations with the region. The 
relative value of preferences peaked at 10.2% of U.S. imports from the region in 2005, and 
did not break the 10% level in any other year during the decade. By 2011 they accounted 
for just 2.7% of U.S. imports. The share of imports entering under FTAs in 2011 (43.0%) was 
just a little higher than it had been in2000 (40.8%). 
 
This is not to say that tariffs are no longer a factor. There are still several countries in the 
region that must pay duty on half or more of their exports to the United States. In the case 
of Venezuela, for example, 58.5% of U.S. imports from that country are dutiable. Most of 
those imports are of oil or its derivatives, however, and tariffs on these goods are more in 
the nature of nuisances than real barriers. Oil is not eligible for GSP treatment, but that 
does not matter much. The tariff on crude oil is either 5.25¢ or 10.5¢ per barrel (depending 
on the grade of oil), which is almost negligible compared to prices of oil now ranging 
around $100 per barrel. This is why the average U.S. tariff on dutiable imports from 
Venezuela last year was just 0.2%, and the average tariff on total imports from Venezuela 
was 0.1%.  
 
None of this is meant to suggest that renewal of the GSP is unimportant, but the data 
reviewed here offer some perspective on why it has been many years since the issue was 
a high priority for U.S. policymakers. Fewer countries now rely on the GSP than used to be 
the case, both because of FTAs and other preferential programs, a declining share of U.S. 
imports enter under the program, and the margins of preference that it can offer are 
much smaller than they used to be. It is little wonder then that members of Congress are 
under little pressure to renew it when it faces expiration, and have often neglected the 
matter until months after the expiration date. 
 
5. Normalizing Trade Relations with Russia — But Not Cuba 
 
One of the ironies of the end of the Cold War is that the last vestiges of the trade 
sanctions that were imposed during that period will apply not to the successor state of the 
Soviet Union, but instead to two of its former allies. Cuba and North Korea are the only 
countries that are formally denied most favored nation (MFN) treatment by the United 
States, and are also (together with several other countries) subject to various trade and 
other economic sanctions. Russia does receive MFN treatment from the United States, but 
only on a conditional basis. That may soon change. 
 
One of the accomplishments in the 2011 ministerial conference of the WTO was the 
conclusion of negotiations over the accession of Russia. That accession will not be 
complete and comprehensive until two more steps are taken: Russia must finish the 
internal procedures necessary to adopt and implement the terms of its accession, and 
the United States must normalize trade relations with Russia. That latter step requires that 

                                                 
7  Some imports entering under the terms of an FTA will continue to be dutiable (usually on a descending scale 
over time) during the 10-15 year period in which the agreement is phased in.  
8  Cuba and North Korea are the only remaining countries that are still denied MFN treatment by the United 
States (though some other countries are, like both of these countries, subject to other forms of economic 
sanctions). 
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Congress approve legislation to “graduate” Russia from the Jackson-Vanik amendment, a 
Cold War-era law that links MFN treatment with Russia to the country’s emigration policies.  
 
Domestic politics have always played a critical role in U.S. trade relations with Russia. The 
original rationale for the Jackson-Vanik provisions had been a congressional response to 
the Soviet repression of Jews, and specifically the taxation of or refusal to allow the 
emigration of Soviet Jews to the United States or Israel. Similar concerns continued into the 
early years of post-Soviet Russia, when American Jewish organizations expressed concerns 
over the possible reemergence of official anti-Semitism (or at least official tolerance of the 
unofficial variety). Those concerns prevented Congress from approving proposals for the 
graduation of Russia from Jackson-Vanik in the early 1990s. Those concerns have since 
subsided, but there are a few U.S. policymakers who still oppose the normalization of 
trade relations with Russia on political grounds. One is Senator Orrin Hatch (Republican of 
Utah), the most senior Republican member of the Senate Finance Committee (i.e., the 
committee with jurisdiction over trade policy). It is not yet clear how many other members 
of Congress may join him, but it would appear to be a minority position.  
 
There is no prospect that a comparable effort will be made in the foreseeable future to 
relax or repeal the U.S. embargo on trade with Cuba. That embargo is no longer as 
comprehensive as it once was, having been relaxed over the past decade to allow for 
sales of agricultural products to Cuba. There have been bills pending Congress to make 
either incremental or wholesale changes in the restrictions on trade and travel. Those 
proposals are especially popular in the U.S. agricultural community but, despite the fact 
that this community tends to lean more in the direction of Republicans than Democrats, 
the Republican leaders in Congress are far more committed to maintaining the embargo 
than were their Democratic predecessors. There is no evidence to suggest that, in the 
absence of major new developments in Cuba and in the U.S. relationship with that 
country, that there will be any steps towards extending the same treatment to Cuba that 
is likely to be approved soon for Russia. 
 
6. A New Farm Bill 
 
Itis an established practice in the United States to enact a new omnibus law dealing with 
agricultural programs approximately once every five or six years. The current farm bill, 
known as the “Food, Conservation, and Energy Act of 2008,” is due to expire in 2012. That 
2008 law itself replaced the “Farm Security and Rural Investment Act of 2002,” which in 
turn had supplanted the “Federal Agriculture Improvement and Reform Act of 1996.” The 
changes in U.S. law and policy from one bill to another are sometimes modest and 
sometimes major. Whereas the 2008 bill was substantially similar to its 2002 predecessor, 
with some “tweaks” to certain programs, the differences between the 1996 and 2002 farm 
bills were stark. The 1996 bill was enacted shortly after the end of the Uruguay Round of 
WTO negotiations, and complemented the spirit of that round’s cuts in agricultural 
subsidies, by 2002 the United States was maneuvering into place for the Doha Round and 
hard negotiations with the European Union. The latter bill greatly increased production 
subsidies. 
 
A new farm bill will not affect Latin American and Caribbean countries’ exports to the U.S. 
market. Tariffs are dealt with in trade agreements rather than bills, and the only ways for a 
country to improve its access to the U.S. market would be to conclude an FTA or help 
bring about the end of the Doha Round. The main issue in the farm bill instead concerns 
agricultural production subsidies and, to a lesser extent, programs to subsidize or otherwise 
support U.S. agricultural exports. 
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The Uruguay Round trade negotiations, which came into effect in 1995, achieved a 
seemingly major advance by making agricultural support programs subject to numerical 
limitations. The support provided by developed countries such as the United States was to 
be keep within an aggregate measurement of support (AMS), as calculated on the basis 
of past levels of subsidization. The support that the United States was allowed to provide 
under certain types of programs could go no higher than $23.1 billion in 1995, a figure that 
was phased down to $19.1 billion by 2000. That cap remains in place to this day. 
 
As can be seen from the data in Figure 8, the United States has never fully utilized all of the 
subsidies that it is allowed under the terms of the Uruguay Round agreements. On 
average, during the 1995-2009 marketing years9 the United States used almost precisely 
half (48.3%) of its available AMS, with the share of usage being as low as 22.3% (in 2009) 
and never reaching higher than 88.2% (in 2000). In the 2009 marketing year (the most 
recent for which data are available) the AMS of the United States was just $4.3 billion (i.e., 
22.3% of the total allowable). Most of the subsidies extended in the post-Uruguay Round 
period have been granted to producers of dairy products, sugar, and cotton, and the 
total value of non-exempt support given to these commodities has not changed much 
over the years.10 The only other major commodities to receive more than $1 billion in any 
year were corn and soybeans, which accounted for much of the “spikes” in payments 
during 2000-01 and 2004-05. Among the other commodities that have received lesser but 
measurable shares of support are apples, barley, honey, lentils, peanuts, rice, sorghum, 
tobacco, wheat, and wool. 
 
These seemingly low rates of utilization may be more apparent than real, however, as 
there are some significant loopholes that allow countries to “game the system” by 
changing the form in which they support their producers. The AMS figures do not count 
total domestic subsidies, but only those categories of subsidies that are subject to the 
reduction commitments. These are found in what is called (in WTO-speak) the “amber 
box,” a class that includes market price support and certain direct payments. The AMS 
does not count the exempt forms of support that are classified in either the “blue box” 
(payments made in conjunction with production-limiting programs) or the “green box” 
(direct payments to producers that are not linked to production decisions, expenditures 
for research or training, disease-control programs, inspection services, etc.). The apparent 
declines in U.S. subsidies from 2000 to 2003, and then again from 2005 to 2009, do not take 
into account changes in the expenditures on blue- and green-box programs. 
 
What is really at issue in WTO negotiations is not the level of subsidization that the United 
States and other countries will provide, but the ceiling on the level that they might 
provide. The most that the United States ever provided in the post-Uruguay Round period 
was $16.9 billion in 1999, and there is little expectation that the United States will get 
anywhere close to the ceiling level of $19.1 billion unless there is a major collapse in 
commodity prices, and yet U.S. negotiators hope to maintain as much “policy space” as 
possible in the event that they might need to increase subsidy levels in the future. 
 

                                                 
9  Data are not yet available on the support that the United States provided in the 2010 or 2011 marketing years. 
10  It is worth noting that the data shown in Figure 8 are in current dollars (i.e., are not adjusted for inflation), thus 
implying that over the years the real value of subsidies supplied to these three commodities has declined 
somewhat. 
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Figure 8 
Production Subsidies Extended by the United States as Reported 

in the Aggregate Measurement of Support, 1995-2009 Marketing Years 
Billions of Dollars 

 
Source: Compiled from notifications made by the United States to the WTO in the 
document series G/AG/N/USA/. 
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elections. That factor is multiplied when one considers how much agricultural states are 
over-represented in the U.S. political system. That is true both in the Senate, where all 
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college that chooses presidents, where all states have a number of votes equal to the 
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ensures that farmers in demographically small states have disproportionate influence over 
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It is not yet certain that there will even be a new farm bill this year. It is possible that the 
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to know if that is the scenario that will finally develop, as the agricultural committees in 
Congress are still (as of this writing) in the early process of their hearings on the options.  
 
7. Impact of the 2012 Presidential and Congressional Elections on Trade Policy 
 
As should be evident from all of the preceding discussion, every one of the issues 
discussed above may be affected, both in the short term (2012) and in the medium term 
(2013-2016), by the election that the United States will hold on November 6, 2012. On that 
day the electorate will decide either to reinstate or replace President Obama, will choose 
all 435 members of the House of Representatives, and will elect one-third of the members 
of the 100-seat Senate. The election will thus decide whether and how the United States 
might return to unified government. That government is currently divided, with Democrats 
holding the presidency and narrowly controlling the Senate (by a majority of 53 to 47),11 
but with Republicans in control of the House (by a majority of 242 to 192 with one 
vacancy). 
 
Former Massachusetts Governor Mitt Romney is the most likely candidate to win the 
Republican presidential nomination, though that is by no means certain. As of this writing 
he is still locked in a struggle for the nomination with former Senator Rick Santorum 
(Republican of Pennsylvania) and former Speaker of the House Newt Gingrich 
(Republican of Georgia). The consensus view among most observers is that Governor 
Romney has a far better chance of winning the nomination than either of these rivals, and 
that the main effect of the prolonged nomination battle is that it may weaken him for the 
general election. For purposes of the present analysis, we will proceed on the reasonably 
safe but not irrefutable assumption that he will indeed be the nominee. 
 
In the event that Governor Romney was to be elected president, how might U.S. trade 
policy change? His statements and position papers imply that he sees this subject not just 
as a commercial undertaking but as a key tool in a foreign policy that confronts 
adversaries and shores up allies. The role of FTAs in his administration might therefore be 
similar to what it was in the administration of George W. Bush. During 2001-2008 most of 
the energies of U.S. trade negotiators were devoted to concluding bilateral and regional 
agreements with countries that figured larger in U.S. foreign policy than in commercial 
size. 
 
This may be manifested by new initiatives in Latin America and the Caribbean. “Decades 
of remarkable progress in Latin America toward security, democracy, and increased 
economic ties with America are currently under threat,” according to a Romney 
campaign white paper, which goes on to criticize developments in specific countries and 
as well as President Obama for “squander[ing] valuable time in which to advance free-
market principles throughout the region by waiting for three years to present free trade 
agreements with our allies Colombia and Panama to Congress for ratification.” The paper 
also objects to the Obama administration having “relaxed sanctions on Cuba while 
demanding no reforms in return that would offer the Cuban people their long-denied 
freedom.” This is the thinking behind the proposal that the Romney campaign has made 
for a Campaign for Economic Opportunity in Latin America, as elaborated upon in the 
statement in Box 2. 

                                                 
11  These figures include two independents who caucus with the Democrats. Note that in the event that the 
Senate is split evenly (50-50) the majority is determined by the vice president, one of whose functions is to serve 
as president (and tie-breaker) in the Senate. 
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Box 2: The Romney Campaign’s Position on Trade with Latin America 
 

Under a Romney administration, the United States will pursue an active role in Latin 
America by supporting democratic allies and market-based economic relationships, 
containing destabilizing internal forces such as criminal gangs and terrorists, and 
opposing destabilizing outside influences such as Iran. 
In his first 100 days in office, Romney will launch a vigorous public diplomacy and trade 
promotion effort in the region — the Campaign for Economic Opportunity in Latin 
America (CEOLA) — to extol the virtues of democracy and free trade and build on the 
benefits conferred by the free trade agreements reached with Panama and Colombia, 
as well as those already in force with Chile, Mexico, Peru, and the members of the 
Central American Free Trade Agreement. Through old and new media and through 
numerous public events conducted in conjunction with our regional partners, CEOLA 
will draw a stark contrast between free enterprise and the ills of the authoritarian 
socialist model offered by Cuba and Venezuela. The campaign will also seek to involve 
both the U.S. and Latin American private sectors in efforts to expand trade throughout 
the region with initiatives that not only help American companies do business in Latin 
America, but also help Latin American companies invest and create jobs in the 
American market. The goal of CEOLA will be to set the stage for eventual membership 
in the Reagan Economic Zone for nations throughout Latin America and the creation of 
strong and mutually beneficial economic ties between the region and the United 
States. 
 
From An American Century — A Strategy to Secure America’s Enduring Interests and 
Ideals(page 33). 
 

 
 
It can also be expected that a Romney administration would— much like a second-term 
Obama administration —place great emphasis on confronting China. Governor Romney 
presented a full chapter on trade policy in his plan entitled Believe in America, proposing 
that a Reagan Economic Zone be established. This is more fully described in a white 
paper stating that this zone “will be a powerful magnet that draws in an expanding circle 
of nations seeking greater access to other markets.” China would be offered 
membership, but the document implies that the main purpose of this initiative would be a 
challenge to that country, as it will “discourage[e] imbalanced bilateral trade relations 
between China and its neighbors, limiting China’s ability to coerce other countries, and 
ultimately encouraging China to participate in free trade on fair terms.”12 
 
Just as it is too early to be certain that Governor Romney will indeed be the nominee, so 
too would it be premature to forecast the outcome of the general election. Suffice it to 
say that there are some factors that favor President Obama’s reelection, such as the fact 
that most incumbent presidents are indeed reelected (unless there is a recession in the 
election year) and he has faced no challenger to the nomination within his party, and 
other factors that favor his opponent, such as relatively low approval ratings for President 
Obama and continuing concerns over the state of the economy. On net the chances for 
reelection are probably better than 50-50, but not by a very large degree. 

                                                 
12An American Century — A Strategy to Secure America’s Enduring Interests and Ideals, page 19. 
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III. THE FRAGMENTATION OF TRADE NEGOTIATIONS 
 
There has been virtually no discernible movement in the stalled Doha Round of 
multilateral trade talks in the WTO over the past several years. This initiative, which has 
been underway since 2001, has gone through a series of stalls and near-collapses over 
the past decade. The United States continues to insist that the Doha Round is worth 
completing only if the results are ambitious, and that the principal problem with the offers 
currently on the table is that they do not include what are, from the U.S. perspective, 
sufficiently deep commitments from larger developing countries. At present it is unclear 
whether the members of the WTO will seek to revive the initiative or allow it to dissipate 
altogether. 
 
This is not an auspicious year for reviving the negotiations. It has long been an accepted 
point of trade negotiators’ folklore that one cannot present major agreements for 
domestic approval during election years. Talks therefore need to be timed according to 
the “windows of opportunity,” which is generally taken to be those years in which there 
are no national elections scheduled in any of the largest democracies.  
 
The more immediate question is whether we are now seeing the start of a process 
whereby the multilateral negotiations are instead fragmenting into a series of regional 
and plurilateral undertakings. The options now under consideration would variously 
reduce the number of issues on the table, reduce the number of partners at that table, or 
move to some altogether different table. The most recent examples include proposals to 
negotiate comprehensive agreements between the United States and the European 
Union, or alternatively to negotiate services agreements within the WTO but on a 
plurilateral basis. These proposals raise a series of practical questions both for U.S. 
policymakers and their Latin American and Caribbean counterparts, on the specific issues 
at hand as well as the larger matters of regime design. The questions may dominate the 
trade policy planning of whoever wins this year’s presidential election and, depending on 
which of these proposals might be pursued, and how, they could result in major changes 
in the shape of the trading system. Before addressing how those questions might be 
answered, however, it is useful to review where we are now and how we got here. 
 
The main point made throughout the analysis that follows is that the process of 
fragmentation that has already been experienced within the region may now be 
replicated at the global level. In the latter half of the 1990s it appeared that there was a 
general consensus among nearly all countries in the hemisphere that we would negotiate 
a Free Trade Area of the Americas (FTAA) to establish open markets throughout the 
Western Hemisphere. That consensus broke down over the decade that followed, with 
countries splitting into separate political blocs as well as distinct negotiating bodies. Some 
of those fragments were themselves fragmented: What had started as a proposed FTA 
between the United States and four Andean countries broke into three separate, bilateral 
FTA negotiations, of which one failed (with Ecuador), one was approved under the Bush 
administration (with Peru), and one had to wait years for action in Washington (with 
Colombia). The end result has been that we have gone from a regime in the 1980s in 
which almost all countries other than Cuba shared the same legal relationship and 
degree of access to the U.S. market, to one today in which some countries have FTAs, 
others enjoy differing degrees of preferential access under distinct U.S. programs, and one 
remains subject to sanctions. Among other things, this heterogeneity in legal and 
economic status makes it difficult to speak of regional interests or positions vis a vis 
relationships with the United States. If that same process of fragmentation now takes 
place at the multilateral level, the interests of specific countries and sub-regions will 
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become even more different one from another, and the value of any given agreement or 
initiative will need to be judged on that basis. 
 
1. How the Doha Round Differs from the Uruguay Round 
 
Trade negotiators perennially face a trade-off between three dimensions in the talks they 
undertake. A truly grand bargain would bring together a wide array of players (ideally 
being universal), a deep range of topics (ideally covering traditional issues such as tariffs 
and new topics as well), with high ambitions for mutually beneficial exchanges of 
commitments. This is more or less what was achieved in the Uruguay Round (1986-1994), 
the one round in the history of multilateral talks in which the stars most closely came into 
alignment. That round saw many of the hold-out countries joining the multilateral system, 
the range of issues extending well beyond tariffs into such topics as services as intellectual 
property rights, and significant reductions in tariff and non-tariff barriers (especially 
quotas).  
 
Two factors help to explain why the Uruguay Round was special. One was a relatively high 
level of confidence in both industrialized and developing countries, at a time when the 
former group was inspired by the end of the Cold War and hopes for a “peace dividend” 
and the latter group by the Washington Consensus and the recognition that Asian 
countries adopting an export-led development strategy had done much better than the 
policy of import substitution industrialization (i.e., protectionism) that was once so popular 
in much of Latin America and Africa. The other was a new set of negotiating rules that 
were intended to prevent free-riding. Chief among these was the “single undertaking,” a 
rule by which all countries in the negotiation are required to adopt all of the agreements 
that it produces. The first factor ensured that the commitments that countries made were 
deep, and the second ensured that these commitments were made by a wide range of 
countries.  
 
The Doha Round is also supposed to be based upon a single undertaking, but the rule has 
had a very different effect in the current talks than it did in the previous negotiation. In an 
ambitious environment, the rule encouraged bold trade-offs such as the elimination of 
textile and apparel quotas in exchange for the adoption of stricter enforcement of 
intellectual property rights. In the far more cautious environment of the Doha Round, 
when countries at all levels of economic development tend to be more focused on their 
defensive (import) than on their offensive (export) interests, that same rule has tended to 
discourage bold offers in any issue that is on the table.  
 
Nor is the Doha Round the only example of problematic trade negotiations. There have 
been numerous initiatives undertaken in the years since the Uruguay Round that started 
grandly and have either fragmented into smaller talks or disappeared altogether. That 
was the case for both the FTAA and the Asia Pacific Economic Cooperation (APEC) 
negotiations, both of which were launched in 1994 with the aim of establishing free trade 
across wide geographic expanses, but eventually broke apart into separate bilateral and 
subregional negotiations. Just as several FTAs are the splinters left from the FTAA, the 
current TPP talks are one of several initiatives spun off of the APEC talks. What is now at 
issue is whether and how the Doha Round will deal with similarly strong, centripetal forces.  
 
The current negotiations have seen the return of perennial problems that plagued most 
negotiations before the Uruguay Round. One is the difficulty in managing the relationship 
between the United States and the European Union. The sometimes fragile transatlantic 
consensus is threatened by the inability of U.S. and EU policymakers to deal with the highly 
sensitive issue of agricultural production subsidies (apart from efforts to pursue a tacit non-



Permanent Secretariat               Extra-Regional Relations 

42 

aggression pact on the subject). Leaders on both sides of the Atlantic recognize that they 
would all be better off economically if these distortions could be reduced, and also that 
the high agricultural prices in recent years have made these subsidies more contingent 
than actual, but in almost all of these countries the farm groups exercise political 
influence far beyond what their small population numbers would imply. The negotiators 
on both sides thought they had come up with the best solution in 2003, when they 
devised a deal that would make very modest reductions in both U.S. and EU subsidies, but 
that plan soon ran up against the second problem. 
 
The 2003 Cancun ministerial conference of the WTO showed that the system was well past 
the point where a transatlantic consensus is both necessary and sufficient to bring a 
round to a successful conclusion. It is still necessary, but developing countries have now 
achieved enough power to ensure that it is no longer sufficient. In Cancun the proposed 
U.S.-EU deal encountered sharp opposition from both the efficient agricultural producers 
in the developing world that demand deeper cuts (led by what was then the Group of 
Twenty), as well as by the less efficient producers who fear erosion of their preferential 
access to the EU market (most of whom are in the African, Caribbean, and Pacific 
Group). The ministerial ended with a scene of chaos in the negotiations that rivaled the 
volume of outside protests that had scuttled the 1999 Seattle ministerial. The proposed 
transatlantic agricultural deal died at Cancun.  
 
The question is whether that ministerial meeting, now nine years past, also dealt a fatal 
blow to the Doha Round. In the ensuing years there have been several efforts made to 
revive the talks, some of them as part of the ensuing ministerial conferences that the WTO 
has hosted, but these have achieved very little forward momentum. The level of 
demoralization has now reached the point where negotiators and other policymakers are 
exploring serious alternatives to the Doha Round and even the WTO itself. 
 
2. Options for Ailing Negotiations 
 
There are three ways that negotiators can respond when they find major mismatches in 
the levels of ambition among the participants to a negotiation. They might variously 
pursue a shallower range of topics by taking one or more of the issues off of the table, 
reduce their level of ambition for the remaining topics, or — in the most extreme 
approach — reduce the number of players by shifting the negotiations to some other 
forum. We have already seen negotiators try the first two approaches in the Doha Round, 
and are starting to see them move toward the third option. 
 
One consequence of the Cancun ministerial was the removal of three contentious issues 
from the table. Ever since the Singapore ministerial conference of 1996, the EU had been 
the principal demandeur on the four so-called Singapore issues of competition policy, 
government procurement, investment, and trade facilitation. Each of these issues 
encountered strong opposition from developing countries, however, and the EU proved 
to be much less aggressive and effective in promoting these issues in the Doha Round 
than the United States had been in promoting its “new issues” (services, investment, and 
intellectual property rights) in the Uruguay Round. The EU agreed informally at Cancun, 
and then more formally in the Hong Kong ministerial of 2005, to take three of these issues 
off the table. The only one that remains is trade facilitation. 
 
Taking those issues off the table in Doha has not meant removing them from trade talks 
altogether. These issues have instead been shunted to negotiations over FTAs, which 
variously go under the title of economic partnership agreements for the EU and trade 
promotion agreements for the United States. No matter what name they bear, most of the 
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FTAs of the EU and the United States include not only the Singapore issues but also other 
topics that never made it into Doha (especially labor and the environment). This 
approach allows them to deal with the issues on which there is no multilateral consensus, 
but also adds to the growing impression that the WTO is being marginalized as a 
negotiating body. 
 
The second option, which is to reduce the level of ambition on the remaining issues in a 
negotiation, has been the principal point of dispute in the Doha Round since the Cancun 
ministerial. Most of the major participants have some sacred cow that they want to 
preserve: The United States and the European Union (among others) are reluctant to 
make major cuts in their permitted levels of agricultural subsidies; major developing 
countries do not want to make deep or irreversible reductions in their tariff walls; and 
smaller developing countries fear reductions not only of their own tariffs but also those of 
the industrialized countries (and thus reductions in the margins of preference that they 
now enjoy via preferential programs and FTAs). The United States has nonetheless 
maintained across two administrations that “no agreement is better than a bad 
agreement,” and has blocked several efforts over the years to dispose of the Doha Round 
by making a few face-saving cuts and calling it a day.  
 
With the first option having failed and the second one being blocked, it was perhaps 
inevitable that the negotiators would turn eventually to the third option. The calls are now 
growing for options that would facilitate a deal by reducing the number of players. There 
are three variations on this theme, one of which has already been underway for years. 
That first variation, as noted above, is for countries to negotiate FTAs among themselves 
that they can portray (justifiably or not) as complements to the multilateral negotiations. 
Every WTO member country has been doing this, to the point where any reasonable 
observer would question whether discriminatory agreements have gone from being the 
exception to the rule. 
 
The second variation on the theme can be difficult to discern from the first. It too involves 
a switch from multilateral to bilateral, regional, or cross-regional negotiations, but does so 
as a substitute rather than as a complement to the multilateral talks. This is something that 
industrialized countries have discussed on and off ever since the late 1960s as a means of 
achieving more progress among themselves than might be possible when there are 
developing countries at the table. They actually tried this in one post-Uruguay Round 
negotiation. The United States and some of its partners were unhappy with the depth of 
commitments that countries had made in the Uruguay Round negotiations on investment, 
and attempted to negotiate a Multilateral Agreement on Investment (MAI) within the 
Organization for Economic Cooperation and Development (OECD). The MAI initiative 
eventually failed when the OECD countries proved incapable of resolving the 
disagreements that they had with one another.  
 
It is a matter of judgment as to whether the TPP negotiations that are now underway, or 
the proposals for some form of transatlantic negotiation that are currently being floated, 
can best be classified as an example of the first variation or the second. As originally 
envisioned, the TPP was a comparatively modest undertaking that brought together a 
large and diverse group of countries that already had many FTAs among themselves. The 
two original Latin American parties to these negotiations (Chile and Peru) enjoyed this 
status with the United States, as did Australia and Singapore; from the U.S. perspective, 
the only wholly new parties to these talks were Brunei, Malaysia, New Zealand, and 
Vietnam. That all changed with the decision of Japan in late 2011 to seek entry into the 
negotiations, and other countries — notably Mexico and Canada — are also interested in 
joining. The collective share of global GDP and trade represented by the actual or 
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prospective TPP participants has thus grown tremendously. The governments participating 
in these negotiations say that they are intended to complement rather than substitute for 
multilateral negotiations, but that view is not shared by all of the countries that are not 
parties to these negotiations. China in particular is concerned that one aim of the TPP 
negotiations is to isolate it from the benefits of new and discriminatory agreements. 
 
Proposals for U.S.-EU negotiations, as discussed below, are seen in some quarters in an 
even more worrisome light. It has long been feared that if the two biggest players cut 
deals between themselves there will be little purpose left for the WTO, apart from 
enforcing existing multilateral deals and monitoring developments. Negotiations between 
these two giants could also mean an end to any serious efforts to strengthen the 
multilateral disciplines on agricultural production subsidies. 
 
The third variation lies between these two. In this approach the parties to a negotiation 
propose to step outside the structure of the Doha Round but to remain within the broader 
architecture of the WTO, and to negotiate stand-alone agreements on a plurilateral basis. 
That means relaxing the rule of the single undertaking and pursuing agreements that 
neither require universal coverage of countries nor are linked to progress on other issues in 
the round.  
 
3. Resurgence of Plurilateralism within the WTO 
 
There are two ways to pursue a plurilateral negotiation. One is to return to the “code 
reciprocity” approach taken in the Tokyo Round (1972-1979), when only those countries 
that signed onto an agreement were subject to its disciplines, but also ensuring that only 
those countries had a legal right to its benefits. That is the case, for example, with the 
Government Procurement Agreement (GPA). Though a part of the WTO system, the GPA 
is a carry-over from the Tokyo Round that is outside the scope of the single undertaking. 
 
Plurilateral negotiations may alternatively be conducted as non-discriminatory 
agreements reached among a “critical mass” of countries. In this approach the 
obligations of an agreement are adopted only by those countries that sign on, and the 
participants in a negotiation will conclude the deal only when a sufficiently large number 
of countries have joined, but the benefits of the agreement will then be extended on an 
MFN basis to all WTO members. This is the approach that was taken to several agreements 
that were negotiated during the period that fell between the end of the Uruguay Round 
in 1994 and the launch of the Doha Round in 2001. These included agreements on trade 
in telecommunications and financial services, as well as the Information Technology 
Agreement that established wide (though not universal) free trade in computers and 
related hardware. 
 
It is in this context that the proposed negotiations for a plurilateral agreement on services 
should be seen. The United States and some other WTO members have proposed that 
negotiations on services be broken away from the Doha Round, with new commitments 
to be negotiated among those countries that are willing to do so on a plurilateral basis. 
This would mean moving the modalities of negotiations back to where the WTO was in its 
formative years, prior to the launch of the Doha Round. 
 
Talks on trade in services were among the subjects that did quite well during that “built-in 
agenda” period that came after the last round and before the current one, with WTO 
members reaching agreement on a series of protocols to the General Agreement on 
Trade in Services (GATS). These included agreements on financial services (the second 
and fifth protocols), the movement of natural persons (the third protocol), and 



U.S. Economic Relations with Latin American                                                                                                SP/Di Nº 4-12 
and Caribbean countries in a time of transition 45 

telecommunications services (the fourth protocol).13 Though reached outside the scope 
of a single undertaking, and not explicitly linked to any other subjects, these negotiations 
produced agreements that were adopted by many WTO members. 
 
It was only with the launch of the Doha Round that the progress on GATS negotiations 
came to a virtual halt. In contrast to the aforementioned deals in the Uruguay Round, 
where the linkage between some issues (e.g., textiles and apparel for intellectual property 
rights) encouraged ambitions in both fields, the linkages drawn in the Doha Round have 
tended to drag down the negotiations on both issues. In the case of services the linkage 
has been with agriculture. Countries in the Cairns Group of agricultural exporters, who 
hope to see major reductions in trade-distorting agricultural policies, hoped for a grand 
bargain. They were prepared to open their services markets, but only if their major 
industrialized countries reduced their agricultural barriers and subsidies. Instead of 
promoting advances on both topics, however, this approach has made negotiations on 
services move at the same, glacial pace as the talks for a farms-control agreement. The 
result is that any opening of countries’ services markets in the past decade has come as a 
result of technological changes, domestic reforms, or FTAs, but not by way of multilateral 
deals in the GATS. 
 
Recently there have instead emerged new proposals to delink services not just from 
agriculture but from the Doha Round as a whole, and to return to the plurilateral 
approach to negotiations. Two reports came out in early 2012 that argue for precisely this 
approach. One such report was released by the Coalition of Service Industries (CSI), 
entitled Services Trade Liberalization as a Foundation of Global Recovery. It argues that, 
“With the WTO’s ‘Doha Round’ negotiations remaining deadlocked … governments need 
new approaches.” More specifically, “An ambitious services agenda that embraces all 
the regional and bilateral efforts to create open and fair services markets would be 
greatly facilitated by a services free trade agreement — an International Services 
Agreement (ISA) —opening markets across sectors.” The report was shortly preceded by a 
complementary proposal from the German Marshall Fund of the United States (GMFUS). 
Co-authored by the respected French economist Patrick Messerlin and Erik van der Marel, 
The Dynamics of Transatlantic Negotiations in Services argues that “a ‘sleeping’ Doha is 
not a reason for not starting negotiations now on how to improve market access in 
services.” Neither of the papers offers detailed proposals on the “how” of such 
negotiations, preferring to concentrate on the “why.” Both seem aimed more at initiating 
discussion and supporting moves in this direction than at providing specific advice on 
how the negotiations ought to be conducted.  
 
4. Possible Negotiations between the United States and the European Union 
 
Perhaps the most consequential of the proposals for new negotiations is for the United 
States and the European Union to enter into a grand bilateral, with the objective of 
producing either an FTA or something approximating it. This is an idea that has often been 
raised in the past, but lately has received much more serious attention at the highest 
levels. President Obama, European Council President Herman Van Rompuy, and 
European Commission President José Manuel Barroso announced at the November 28, 
2011 U.S.-EU Summit that the Transatlantic Economic Council (TEC) was being directed to 
establish a joint High Level Working Group on Jobs and Growth to consider such a 
possibility, among other options aimed at generating jobs, economic growth and 
competitiveness. The working group is co-chaired by USTR Ron Kirk and EU Trade 
Commissioner Karel De Gucht. Prime Minister David Cameron of the United Kingdom and 

                                                 
13 Note that in a strange bit of WTO accounting there was no “first protocol” on any subject. 
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Chancellor Angela Merkel of Germany have both thrown their support for a U.S.-EU free 
trade agreement. 
 
The issue has thus far advanced farther in studies than in actions. In a February, 2012 
report entitled A New Era for Transatlantic Trade Leadership, a private Transatlantic Task 
Force on Trade and Investment calls for the negotiation of something that they prefer not 
to term an FTA because it would go beyond the confines of that genre. The task force 
members see this as a proposal to be taken up in the medium term, with this current 
election year being too soon but 2013 offering a good time to reassess the relationship. 
They also appear acutely aware of the perennial concerns that a U.S.-EU deal would 
come at the expense of the multilateral trading system as a whole, and thus devote 
considerable attention to the need to cast this initiative as one that is complementary to 
rather than a substitute for multilateral liberalization in the WTO. That point may 
nonetheless be undercut by the near-absence of a discussion in the report of how this 
initiative would deal with the sensitive topic of agricultural production subsidies. In 
substance it goes no further than suggesting that in the Doha Round, “To break the 
current deadlock, the United States and the European Union should agree to eliminate all 
export subsidies and refrain from using food aid to promote exports.” That is something 
that was already agreed to in Geneva long ago, however, with the final adoption and 
implementation of this commitment being tied to the rest of a Doha deal. The fact that 
the report has nothing further to say about production subsidies leaves one to suspect 
that the members of the task force were unable to reach consensus even among 
themselves and, for want of a common position, decided to say almost nothing at all 
about it. If so, that suggests that these are issues that may continue to be sticking points 
whether the United States and its partners continue to negotiate in the Doha Round, or 
complement those talks with wider-ranging plurilateral initiatives, or replace the WTO talks 
altogether and seek FTA talks with the EU, Japan, or other partners. 
 
Even the strongest proponents of U.S.-EU negotiations do not expect anything to be 
decided this year, and see it instead as an initiative to be pursued by the winner of this 
year’s presidential election. In the event that such negotiations do get launched in 2013 
or later they will merit close examination by Latin American and Caribbean countries. 
Such negotiations could affect not only the question of agricultural subsidies in these 
major economies, but also third countries’ margins of preference in access to the U.S. and 
EU markets and even the future of the multilateral system as we now know it. 
 


