














This discrimination is particularly significant where U.S. businesses are
trying to gain a competitive foothold in key strategic markets. The result
of a lack of agreements is weaker positioning in the global economy.
Here’s how EU Trade Commissioner Mandelson put it: “[O]ur exports are
not sufficiently focused on the very economies that are growing the
fastest. These agreements can help change that.”"

Setting Dangerous Precedents and Bad Rules of the Road.
Trading powers use FTAs to set prece-
dents for how issues should be dealt with
more broadly in the international trading
system. For instance, the United States
has addressed certain regulatory and
transparency problems common around
the world, and as more parties sign on to
these, it may one day become feasible to

What is the cost of not
keeping pace?

U.S. exports could be subject to
higher tariffs.
U.S. service providers will face

pursue such issues in the WTO. Other
economic players have used FTAs to pro-
mote their own objectives -- for instance,
the EU’s use of trade agreements to pur-
sue international competition policy objec-
tives, or attempts to establish a “cultural”
carve-out to trade in audio-visual goods
and services. Commissioner Mandelson
noted that “our aim in these agreements
will be to go beyond what can be achieved
at the global level ... by covering issues
which are not yet ready for multilateral dis-
cussion, such as rules for competition...” 2

limited access to international
markets.

U.S. competitors will be allowed
fo set the global trade agenda.
Opportunities to build strong
alliances are foregone.

Chances to lower NTBs are lost.
U.S. investors may face
discrimination abroad.

Of course, some of the precedents set in bilateral agreements by the EU
and others would be supported by the United States and consistent with
U.S. interests if adopted more broadly, but if the United States does not
engage at the bilateral and regional level, it will be leaving the field to

others to set the global agenda.
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Blocked Alliances. Our major trading partners understand that FTAs
provide an opportunity to build strong alliances before entering into
negotiations that might involve the United States in the future. For
instance, MERCOSUR has negotiated the entry of Venezuela as a full
member and concluded an FTA with the Andean Community, before
serious negotiations of a Free Trade Agreement of the Americas (FTAA)
can be pursued. Said Brazil's Foreign Minister Amorim upon conclusion
of the MERCOSUR-Andean negotiations in 2004: “This will put us in a
stronger position in negotiations with the rest of the world, like the free
trade accord with the European Union and the FTAA”."

Unfavorable Product Standards and Regulatory Models. U.S. exports
are regularly delayed or blocked because they must comply with manda-
tory product standards that differ from U.S. or international standards, or
must undergo duplicative local testing requirements. FTAs often facilitate
cooperation on standards issues, and MRAs obligate trading partners to
recognize each other’s product standards and conformity assessment
procedures. The result: where a competitor from the EU or elsewhere
can rely on its own standards, conformity assessment procedures or
other regulatory procedures to enter or operate in the market and the
U.S. firm cannot, the United States is hurt.™

Preferential Investment Protection and Liberalization. Businesses
from a country that has concluded a BIT, or an FTA with an investment
chapter, enjoy increased investment opportunities and protection against
discrimination and expropriation without just compensation. When for-
eign competitors enjoy such advantages by virtue of a BIT and U.S.
firms do not, the United States is hurt.
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Conclusion: Action Plan to Keep the United States Ahead

To keep the United States on pace with our international competitors, to
not fall backwards by standing still, to ensure continued U.S. international
economic leadership, the work of the next two years and the 110th
Congress is critical.

D Negotiated free trade agreements with Peru, Colombia and Panama
need to be implemented in the coming year.

D Current negotiations with South Korea, Malaysia, and United Arab
Emirates need to be concluded on commercially meaningful terms.

D Trade Promotion Authority/Fast Track needs to be renewed based on
an open discussion among the Administration, the Congress and
stakeholders.

D The future negotiating agenda, with attention to the most significant
markets, needs to be developed, again based on close coordination
between the Administration, the Congress and private sector.

Approximately 300 FTAs have been negotiated around the world,
with more in the offing; the United States has implemented only 10.
Our major international competitors are not standing still.

Neither should the United States.
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Jan. 17, 2007, p. C-1.

10 The last UNCTAD data showing rankings covers the period through 1999, when the US had 44 BITs. That number has
increased only to 47 or 48, so the ranking number should be roughly the same.

1 Speech by Mandelson at the LSE, Oct. 9, 2006.
12 Remarks by Mandelson, Luxembourg, Oct. 16, 2006.
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14 gsee Congressional Research Service, Europe’s New Trade Agenda, Dec. 6, 2006, p. CRS-6 (quoting article in Journal
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