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SUMMARY

The Free Trade Area of the Americas (FTAA), currently being negotiated by 34 courtries of the
Americas, is intended by its architects to be the most far-reaching trade agreement in hidory.
Although it is based on the modd of the North American Free Trade Agreement (NAFTA), it goes
far beyond NAFTA in its scope and power. The FTAA, as it now stands, would introduce into the
Wegtern Hemisphere dl the disciplines of the proposed services agreement of the World Trade
Organization (WTO) — the Generd Agreement on Trade in Sarvices (GATS) — with the powers of
the faled Multilaterd Agreement on Investment (MAI), to creste a new trade powerhouse with
swegping new authority over every aspect of lifein Canadaand the Americas,

The GATS, now beng negotiated in Geneva, is mandated to liberdize the globd trade in sarvices,
induding dl public programs, and gradudly phese out dl government "bariers’ to internationd
competition in the services sector. The Trade Negotiations Committee of the FTAA, led by Canada
in the crudd formative months when the firg draft was written, is proposng a smilar, even
expanded, sarvices agreement in the hemispheric pact. It is dso proposing to retain, and perhaps
expand, the "investor-gate’ provisons of NAFTA, which give corporations unprecedented rights to
pursue ther trade interests through legdly binding trade tribunas.

Combining these two powers into one agreement will give unequdled new rights to the
transnationd corporations of the hemisphere to compete for and even chdlenge every publicly
funded savice of its governments induding heelth care, education, socid security, culture and
environmenta protection.

As wdl, the proposad FTAA contans new provisons on competition policy, government
procurement, market access and dispute settlement thet, together with the indusion of services and
invesment, could remove the &bility of dl the governments of the Americas to cregie or maintain
laws, sandards and regulations to protect the hedth, safety and well-being of ther datizens and the
environment they share. Moreover, the FTAA negotiators gppear to have chosen to emulate the
WTO rather than NAFTA in key aress of standard-setting and dispute settlement, where the WTO
rules are tougher.

Essntidly, what the FTAA negatiators have done, urged on by the big busness community in
every country, is to teke the mogt ambitious dements of every globd trade and investment
agreement — existing or proposed — and put them dl together in this openly ambitious hemispheric
pact.



Once again, as in former trade agreements like NAFTA and the WTO, this free trade agreement will
contain no safeguards in the body of the text to protect workers, human rights, socid security or
hedth and environmenta sandards. Once again cvil society and the mgority of citizens who want

a different kind of trade agresment have been excluded from the negotiations and will be shut out of
the ddliberationsin Quebec City in April 2001.

However, the gstakes for the peoples of the Americas have never been higher, and it appears a
confrontation isineviteble.

What Isthe FTAA?

The Free Trade Area of the Americas is the name given to the process of expanding the North
American Free Trade Agreement (NAFTA) to dl the other countries of the Western Hemisphere
except Cuba. With a population of 800 million and a combined GDP of $11 trillion (US), the FTAA
would be the largest free trade zone in the world. If reports coming from the Negotiating Groups
working on the key dements of the ded are correct, the FTAA will become the mog far-reeching
free trade agreement in the world, with a scope that will reach into every area of life for the citizens
of the Americas.

The FTAA was launched by the leaders of 34 countries of North, Centrd and South America and
the Caribbean at the December 1994 Summit of he Americas in Miami, Horida At that meeting,

then Presdent Bill Clinton pledged to fulfil former Presdent George Budh's dream of a free-trade
agreement dretching from Anchorage to Tierra dd Fuego, linking the economies of the hemisphere
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as well as degpening sodid and politica integration among the countries based on the same free-
market model as NAFTA.

However, little red progress was mede until the next Summit of the Americas this one hdd in
Santiago, Chile, in April 1998, a& which time the countries set up a Trade Negotigtions Committee
(TNC), conggting of the vice minigters of trade from each country.

With support from a Tripartite Committee made up of the Inter- American Development Bark, the
Organization of American States and the UN Ecoromic Commisson for Lain America and the
Caribbean (ECLAC), nine Working Groups were edablished to ded with the mgor aress of
negotiations sarvices, investment; government procurement; market access (covering tariffs, non
tariff measures, customs procedures, rules of origin, Sandards and technicd barriers to trade);
ayiculture  intdlectud propety rights subsdies anti-dumping and countevaling  duties,
competition policy; and digpute settlement.

As wdl, three non-negotiating specid committees were established to ded with the issues of
amdler economies, cvil sociely and dectronic commerce. These committees and working groups
have been meeting with increasing frequency throughout 1999 and 2000 and the early part of 2001,
regulaly bringing over 900 trade negotiators and mountains of materid to Miami where most of the
mestings take place,

From the beginning, the big corporaions and ther associations and lobby groups have been an
integrd pat of the process. In the U.S, a variety of carporate committees advise the American
negotiators and, under the Trade Advisory Committee system, over 500 corporate representatives
have security clearance and access to FTAA negotigting documents. At the November 1999
minigerid meding in Toronto, the Minigers of Trade of the Americas agreed to implement 20
"bugness fadilitation measures' within the year in order to speed up cusoms integration.

One of the tasks of the negotiators is to compare and consolidate the key components of a variety of
trade and invesment agreements throughout the area, including:
NAFTA — afree trade and investment agreement between Canada, the U.S. and Mexico
MERCOSUR — a common maket of the Southern Cone countries of Brazil, Argenting
Paraguay and Uruguay
the Andean Pact
Caricom — the Caribbean Community
As wdl, a number of Bilaterd Investment Tredties (BITS) have been sgned between individud
countries, based on the "investor-gaie’ modd of NAFTA, whereby corporaions can directly sue
governments for aleged property rights violations without firgt involving their own governments.

There are some differences among these pacts and agreements; MERCOSUR's god, for example, is
to become a common market, whereass NAFTA has not attempted to establish common labour
standards among its three members and the U.S. dearly would not tolerate the free movement of
labour from Mexico. And MERCOSUR does contain some socid provisons and programs for
displaced workersthat are absent from NAFTA.
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But the dmilaities between thee tredties far outweigh the differences. Both NAFTA and
MERCOSUR indude messures to deregulate foreign investment and grant nationa trestment (non
discriminatory) rights to foreign investors Baoth prohibit "performance reguirements’ whereby
foraigninvesment must enhance the loca economy and support local workers.

And both are based on a modd of trade and invesment liberdization thet locks in the Structurd
Adjusment Programs (SAPS) introduced earlier into Latin America by the World Bank and the
Internationd Monetary Fund (IMF). Under these programs, most developing countries were forced
fo
- abandon domegtic industry in favour of transnationd corporate interests

turn their best agriculturd lands over to export crops to pay off their national debt

curtal public spending on socid programs and abandon universal hedth care, education and
socid security programs

deregulate ther eectricity, trangportation, energy and natura resources sectors

remove regulatory impedimentsto foreign invesment

Tendons of leadership exid in the negotiations. Since 1995, the U.S. Admindration has been
unsuccessul in obtaining renewd for its “fed-track” legidaion, which bescdly authorizes
Congress to adopt free trade agreements in full. This has given Brazl, the undisputed economic
leeder in Latin America, the opportunity to chdlenge U.S. supremacy in the negotiations and bid to
lead the process of economic integration of the Americas.

As well, the encroachment of the business community of the European Union into Lain America,
especidly in banking, tedecommunicaions, automobiles and consumer products, hes served as a
cadys for the United States to reassart its leadership in the hemisphere. The EU has been
intengfying its presence in the region negotiaing individud free trade and invesment agreements
with countries such as Chile, Mexico and Brazl. The U.S. is counting on the successful completion
of the FTAA to maintain the dominance of its corporate sector in the region.

Further pressure has been placed on obtaining a successful FTAA in the light of the defeat of the
Multilaterd Agreement on Investment (MAI) at the fird minigerid meeting of the WTO in 1996
and a the Organization for Economic Cooperation and Development (OECD) in 1998, and the
sut-down of the "Millennium Round" meeting of the WTO in Sedtle in December 1999. In fact,
WTO officids are finding it difficult to even secure a venue for a new Miniderid meeting. As wdl,
APEC — the Asa Padific Economic Cooperation Forum —is fatering and few have expectations thet
it will make the hoped-for breakthrough to become a free trade and invesment zone.

Many trade observers and pundits have identified the FTAA as the naturad her of these failed
projects and are fearful that another such falure could put the whole concept of these massve free
trade agreements on the back burner for years. In fact, in a January 2000 statement, Associate
United States Trade Representative Peter Allegeer sad that the FTAA has taken on new

importance after the fiasco in Seattle and may well aspire to go further than the WTO, freed of the
need to play the dedls off againgt one another.
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The next minigerid-levd Summit of the Americas is to be hdd in Quebec City in April 2001. At
this Summit, leaders will be presented with a heavily bracketed firs draft for a Free Trade
Agreement of the Americas, out of which they will gart to fashion a full text. The agreement was
origindly intended to be completed for implementation by 2005, but some courtries, induding
Chile and the United States, are pushing to move the ratification date up to 2003, depending on how
far negotiators get a the Quebec City Summit mesting.

What'sin the FTAA?

Esstidly, the planned FTAA is an expandon of the exiging NAFTA, both in terms of induding
many new countries in the pact and in terms of extending free trade's reach into new sectors, based
on tough new WTO provisons. In a satement that accompanied the origind 1994 Miami Summit,
the Minigers made a series of recommendations in the form of a Dedaraion. In it, they sad that
agreement had been reached on severa key "Objectives and Principles” including:

economic integration of the hemisphere

promotion of theintegration of capitd markets

congstency with the World Trade Organization (WTO)
dimination of barriers and non-tariff barriersto trade
dimination of agricultural export subsdies

dimination of barriersto foreign invesment

alegd framework to protect investors and thear investments
enhanced government procurement measures

new negatiations on the indudon of sarvices

Since then, information about just what is contained in the FTAA working documents has been
sare. However, from meetings with the United States Trade Representative's office, members of
Public Citizen's Globd Trade Watch report thet the U.S. is intent on liberdizing services, induding
hedth care, education, environmental services and water sarvices As well, the FTAA will indude
provisons on investment smilar to those in the defested Multilaterd Agreement on Investment and
Chapter 11 of NAFTA, whereby corporations will be able to sue governments directly for lost profit
resulting from the passage of laws desgned to protect hedth and safety, working conditions or
environmenta Sandards

The "Miami Group" — the U.S, Canada, Argentina and Chile — are do intent on forcing 4l
countries of the Americas to accept biotechnology and geneticdly modified foods (GMOs), thereby
promoting the interests of biotech companies such as Cagill, Monsanto and Archer Danids
Midland over the survivd needs of smdl famers pessants and communities throughout Latin
America Findly, reports Public Citizen, the U.S. is trying to expand NAFTA's corporae
protectioniam rules on patents to the hemisphere, rules that give a company with a patent in one



country the monopoly marketing rights to the item throughout the region, thereby robbing loca
people of accessto traditiona medicines.

As wdl, reports from the negotiators themsdves have inadvertently found ther way into the public
domain. An October 7, 1999 confidentid report from the Negotiating Group on Services was
recently lesked; it contains detalled plans for the services provisons of the FTAA. Sheri M.
Stephenson, Deputy Director for Trade with the Organization of American States, prepared a paper
for a March, 2000 trade conference in Dalas, Texas, in which she reported on the mandate and
progress of the nine Working Groups by sector. FTAA Web gtes and Canadian government
documents contain important information aswell.

Put together, these reports expose a plan to create the most far-reeching trade agreement ever
negotiated. The combination of a whole new sarvices agreement in the FTAA combined with the
exiding (and perhgps even extended) NAFTA invetment provisons represent a whole new threet
to evay agpect of life for Canadians. This powerful combinaion will give transnationd
corporaions of the hemisphere important new rights, even in the supposedly protected areas of
hedth care, socid security, education, environmenta protection sarvices, water delivery, culture,
natura resource protection and dl government services— federd, provindd and municipd.

Mandates of the Nine Negotiating Groups
1. Services

The mandate of the Negotiaing Group on Savices is massve "To edablish discplines to
progressively liberdize trade in services, S0 as to permit the achievement of a hemispheric free trade
aea under conditions of certainty and transparency” and to devdop a framework "incorporaing
comprehensve rights and obligations in sarvices™ It is a new agreement and meant to be competible
with the Generd Agreement on Trade in Sarvices (GATS) — the WTO sarvices negotiions now in
progress.

The Generd Agreement on Trade in Sarvices was edtablished in 1994, a the concluson of the
"Uruguay Round” of the GATT and was one of the trade agreements adopted for incuson when the
WTO was formed in 1995. Negotictions were to begin five years laer with the view of
"progressivdy rasng the levd of liberdization” These tdks got under way as scheduled in
February 2000, chaired by Canadds Ambassador to the WTO (and former Internationad Trade
Minider) Sergio Marchi. The common god of Europe, the U.S. and Canada is to reach a generd
agreement by December 2002.

It is cdled a "multilaterd framework agreement,” which means tha its broad commisson was
defined at its inception and then, through permanent negotiations, new sectors and rules are to be
added.



Essntidly, the GATS is mandated to redtrict government actions in regards to services through a
st of legdly binding congraints backed up by WTO-enforced trade sanctions. Its most fundamenta
purpose is to condrain dl leves of gvernment in their ddivery of sarvices and to facilitate access
to government contracts by transnaiond corporaions in a multitude of areas, including hedth care,
hospital care, home care, denta care, child care, elder care, education (primary, secondary and post-
secondary), museums, libraries, law, socid assdance, architecture, energy, waer sarvices,
environmental protection sarvices, red edate, insurance, tourism, postal services, transportation,
publishing, broadcagting and many others.

The FTAA negotiding sarvices agreement is even more sweeping than the GATS. As wel as
incorporating "comprehensve rights and obligations™ it will goply to "dl meesures [defined by
Canada as 'laws, rules, and other officd regulatory acts] affecting trade in services taken by
governmentd  authorities a dl levds of government” As wdl, it is intended to goply to "dl
messures dffecting trade in savices taken by non-governmentd inditutions a dl leveds of
government when acting under powers conferred to them by government authorities™

The sarvices agreement, says the Negotiating Group, should have "universal coverage of dl sarvice
sectors” Governments are granted the right to "regulate’ these sarvices, but only in ways
compatible with the "discipiines established in the context of the FTAA agreement.” The framework
of the services agreement has Six dements of consensus.

Theindude
sectord coverage ("universal coverage of dl service sectors’)

mogt-favoured-nation trestment (access granted to investors/corporaions from any one FTAA
country must be granted to investors/corporations from al FTAA countries)

nationa trestment (investors/corporations from dl FTAA countries mugt be trested the same as
domestic and locd service providers)

market access ("additional disciplines to address meesures that redrict the ability of service
providers to access markets’)

trangparency (disciplines "meking publidy avaladle dl rdevant measures which may indude
anong others new laws, regulaions, adminigrative guiddines and intenationd agreaments
adopted a dl levels of government that affect trade in services')

denid of bendfits ("FTAA membeas should be able to deny the bendfits of the services
agreement to a sarvice supplier that does not meet such criteria” Criteria could include
"ownership, control, resdency, and subgtantid business activities”)

This lig represents sweeping new  authorities of a trade agreement to overule government
regulation and grants huge new powers to service corporations under an expanded FTAA. For
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ingance, if national trestment rights in sarvices are induded in the FTAA, all public services & dl
levels of government would have to be opened up for competition from foreign for-profit service
corporations. This agreement would disdlow any government or sub-naiond government from
preferentia funding to domedtic service providers in services as diverse as hedth care, child care,
education, municipa sarvices, libraries, culture, and sewer and water savices,

The combination of this swegping services agreement with the proposed extension of the invesment
rules grants unprecedented new powers to the FTAA and the private interests it promotes. For the
fird time in ayy interndiond trade agreement, trangdtiiond savice corporations will gain
competitive rights to the full range of government service provisons and will have the right to sue
any govenmet that resds for finendd compensaion. That the red god of this
srvicesinvesment juggernaut is to reduce or dedroy the ability of the governments of the
hemisphere to provide publidy funded sarvices (conddered "monopolies’ in the world of
internationd trade) is seen dearly in the words of OAS Deputy Trade Director Stephenson:

"Snce savices do not face trade barriers in the form of border tariffs or taxes, market access is
resricted through nationd regulations. Thus the liberalization of trade in services implies
modifications of national laws and regulations, which make these negotiations more difficult and
mor e sensitive for governments.”

The FTAA Negoatiating Group on Services has requested the organization of nationd inventories of
measures afecting (i.e, inhibiting) the freetrade in sarvices.

2. Investment

The mandate of the Negotiating Group on Investment is to establish "a far and transparent legd
framework to promote investment through the creetion of a sable and predictable environment that
protects the investor, his invesment and rdaed flows, without creating obstacles to investments
from outside the hemisphere” It builds on the investment chapter of NAFTA, Chapter 11, which is
aslegd trade expert Barry Appleton explains, "the very heart and soul of NAFTA."

NAFTA was the firg internationd trade agreement in the world to dlow a privae interest, usudly a
corporation or an industry sector, to bypass its own government and, dthough it is not a Sgnatory to
the agreement, directly chdlenge the laws, policies and practices of another NAFTA government if
these laws, palicies and practices impinge on the established "rights’ of the corporation in question.
Chapter 11 gives the corporation the right to sue for compensation for lost current and future profit
from government actions, no matter how legd these actions may be or for what purpose they have
been taken.

Chapter 11 was successfully used by Virginia-based Ethyl Corp. to force the Canadian government
to reverse its legidation banning the cross-border sde of its product, MMT, an additive to gasoline
that has been banned in many countries and that Prime Minider Jean Chretien once cdled a

"dangerous neurotoxin.” SD. Myers an American PCB wagte-digposd company, dso successfully
used a Chapter 11 threat to force Canada to reverse its ban on PCB exports — a ban Canada
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undertook in compliance with the Basd Convention banning the transborder movement of
hazardous waste — and successfully sued the Canadian government for $50 million (US) in damages
for busnessit logt while the short-lived ban was in place.

Sun Bdt Weter Inc. of Santa Barbara, Cdifornia, is suing the Canadian government for $14 hillion
because British Columbia banned the export of bulk water in 1993, thereby dosng any
opportunities for the company to get into the water- export businessin that province.

The Negotiating Group on Investment has made subgtantid progress in induding in the FTAA the
same or enhanced investor-gate rights that exist currently in NAFTA, induding:

basic definitions of invesment and investor
scope of application (very broad)
nationa treatment (whereby no country can discriminate on behdf of its domestic sector)

mogt-favoured-nation treetment (Whereby access to investors from one FTAA country must be
giventoinvegorsof dl FTAA countries)

expropriation and compensation for losses (whereby an “investor” or corporation can dam
financd compensation for los busness and profit from the cregtion or implementation of
regulaion, including environmentd laws, from the government of ancther NAFTA sgnatory)

key personnd (the ability of corporations to move ther professonads and technicians across
borders outside of the norma immigration process)

performance requirements (limits on or the dimination of a country’s right to place performance
reguirements on foreign investmen)

dispute settlement (whereby a pand of appointed trade bureaucrats can override government
legidation or force the government in question to pay compensation in order to mantain the
legidation)

The indudon of such sweeping invesment provisons is a way of introducing a foom of the
Multilatera Agreement on Investment, a proposed OECD investment tregty that was abandoned in
the face of massve civil society resstance, into the FTAA. Combined with proposed strengthened
provisons on market access, agriculture and intellectud property rights and sweeping new proposed
provisons on savices and government procurement, these investment provisons will grant new
powers to the corporations of the hemigphere. Such powers will dlow them to chdlenge dl
government regulaions and activities and undermine the ability of dl governments to provide
socid security and hedlth protection to their ditizens

3. Government Procurement
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The mandate of the Negotiaing Group on Government is very cear: "To expand access to the
government procurement markets of the FTAA countries’ within a new agreement. This will be
done by achieving a "normative framework that ensures openness and trangparency of government
procurement processes” ensuring "non-discrimingtion in government procurement” and “impartia
and fair review for the resolution of procurement complants”

This FTAA mandate on government procurement appears to go further than that of the FTAA's
WTO counterpart, the WTO Agreement on Government Procurement, whose am is to prevent
governments from fostering domestic economic development when purchesing goods. Messures
targeted by the WTO indude favouring locad or naiond suppliers, setting domestic content
dandards or imposing community investment rules. For now, the WTO does not enforce market
access or nationd treatment rules on the purchase of direct government goods and services.

However, the FTAA Negotiaing Group appears to go much further and open up all government
contracts, services and goods to competitive bidding from other FTAA countries corporations. The
Negotiating Group haes requested an inventory of the rdevant international classfication systems
and a compilation of each government's procurement gatistics.

4. Market Access

The mandate of the Negotiating Group on Market Access is to select a methodology and timetable
for the dimination of dl remaning tariffs and "non-tariff" barriers and agree upon the pace of tariff
reduction. Taiffs are border taxes unde both NAFTA and the WTO, they have largdy been
eiminated in Canadaand the Americas

Non-tariff bariers are dl the rules, policies and practices of governments, other than tariffs, that can
impact on trade. Nontaiff bariers can potentidly indude everything governments do, induding
ddivering sarvices and protecting the hedth and sfety of their dtizens Ther induson in the
mandate of this Negotiating Group expands the scope of NAFTA market access provisons
consderably.

These provisons are expanded in another important way. Under NAFTA, market access is subject
to nationd treatment. This means that imported goods coming into a country from another NAFTA
country mus be trested "no less favourably” than domestic goods. But nationd treatmat in
NAFTA did not extend to government procurement or to domestic subsidies and was applied to
savices only in a limited way. This protected most government programs from nationa trestment

chdlenge

Under the proposed FTAA rules, however, it gopears that services will be covered more fully by the
market access rules As wdl, government procurement redrictions that dlow governments to
protect locd providers will be more open to chdlenge from an expanded mandae of the
government procurement provisons. And the ability of foreign for-profit service corporations to use
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the nationd trestment provison to chdlenge government services monopolies will be grealy
expanded under a proposed new agreement on services.

Further, the Negotiating Group on Maket Access has dso been charged with identifying and
diminating any unnecessary "technica barriersto trade” in line with the WTO.

The WTO Technicd Bariers to Trade (TBT) Agreement is an internationa regime to harmonize
environmentd and other dandards which effectivdly creates a cdling but no floor for such
regulation. Under its rules, a nation must be prepared to prove, if chdlenged, thet its environmenta
and safety dandards are both "necessary” and the "leest trade redtrictive” way to achieve the desred
consarvation gods, food safety or hedth standard. This means that a country bears the burden of
proving a negative — that no other measure consgtent with the WTO is reasonably available to
protect environmenta concans. The WTO TBT Agreement dso sets out an onerous procedurd
code for esablishing new laws and regulations so arduous that it is very difficult for any nation to
medt.

While there are provisons in NAFTA on technica sandards, they are not as dringent as those
found in the WTO TBT Agreament. NAFTA does require that technica barriers not conditute "an
unnecessxry obstadle to trade” However, NAFTA acknowledges the right of al parties to maintain
dandards and regulatory measures that result in a higher leve of protection than would be achieved
by measures based on internationd standards as long as they gpply these standards in a way that
does not discriminate between national and domestic goods. By choosing the stronger provisons of
the WTO, FTAA negotigtors have introduced tougher redtrictions on the governments of the
Americas and ther right to regulate in the best interests of their ditizens.

5. Agriculture

The mandate of the Negotiaing Group on Agriculture is to diminate agricultura export subsdies
dfecting trade in the hemisphere, based on the WTO's Agreement on Agriculture (AOA);
"discipling’ other trade-digtorting agriculturd practices, and ensure that "sanitary and phytosanitary
meesures’ are not used as adisguised redriction to trade, using the WTO agreement asamode.

The FTAA's AOA ariculture provisons sat rules on the trade in food and redrict domestic
agriculture policy, down to the levd of support for farmers, the ability to maintain emergency food
stocks, set food safety rules and ensure food supply.

The WTO Agreement on the Applicaion of Sanitary and Phytosanitary Standards (SPS) sets
condraints on government polides reaing to food safety and animad and plat hedth, from
pedicides and hiologicd contaminants to food ingpection, product labdling and geneticaly
engineered foods Aswith TBTS, the WTO SPS Agreement goes further than NAFTA.

The NAFTA provisons do not in themsdaves impose any spedific Sandards, they set out a generd
gpproach to ensure that SPS measures are used for genuine scientific ressons, not as disguised
barriers to trade. Member countries are gill dlowed to take SPS measures to protect human, animd
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or plant life and hedth a the level they congder "gopropriate” While NAFTA "encourages' the
paties to harmonize their measures based on rdlevant international gandards, the WTO seeks to
remove decisons regarding hedth, food and safety from nationd governments and delegete them to
international  standard-setting bodies such as the Codex Alimentarius, an dite dub of sentigs
located in Geneva, largely controlled by the big food and agribusiness corporations.

The WTO SPS Agreement has been usad to defeet the use of the "precautionary principle” which it
hed not to be a judifiable basis upon which to establish regulatory controls. (The precautionary
principle dlows regulatory action when there is rik of ham, even if there remans sdentific
uncertanty about the extent and nature of the potentid impacts of a product or prectice) By
choosing the WTO SPS Agreement over the NAFTA SPS provisons, the drafters of the FTAA are
moving to totaly remove the right of individud governments of the Americas to set dandards in the
crucid areas of hedth, food safety and the environment.

6. Intellectud Property Rights

The mandate of the Negotiating Group on Intdlectud Property Rights is "to reduce digortions in
trade in the Hemigphere and promote and ensure adequate and effective protection to intellectud

property rights”

Intdllectud property refers to types of intangible property such as patents which generdly grant
ther holders an exclusve power. Trade rules on intdlectud property extend this excdusve right,
often held by corporations, to the other Sgnatory countries to the agreement. As of January 1, 2000,
al FTAA countries are now subject to the rules of the WTO Agreement on Trade Related Aspects
of Intdlectud Property Rights (TRIPS).

This agreement sets enforcegble globd rules on patents, copyrights and trademark. It has gone far
beyond its initid scope of protecting origind inventions or cultura products and now permits the
practice of patenting plants and anima forms as well as seeds. It promotes the privae rights of
corporations over locd communities and their gendtic heritage and traditiond medicines. It dlows
transnational  pharmaceutica corporations to kegp drug prices high; recently TRIPS has been
invoked to stop developing countries from providing generic, chegper drugs to AIDS pdients in the
Third World.

The FTAA Negotiating Group on Intdlectud Property has speculated that it might go beyond the
WTO TRIPS Agreament in certain ungpecified aress. Certainly, through the additiond powers of
Chapter 11, the investor-date dause, intdlectud propety rights in the FTAA will have the
additiona enforcement powers of cash fines and harsh pendlties.

7. Subsidies, Anti-dumping and Countervailing Duties

The mandate of the Negotiaing Group on Subsdies, Anti-dumping and Countervailing Duties is to
"examine ways to degpen exiding disciplines provided in the WTO Agreement on Subsidies and
Countervalling Measures and . . . to achieve a common undersanding with a view to improving,
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where possible, the rules and procedures regarding the operation and application of trade emedy
lawsin order not to create unjudtified barriersto trade in the Hemisphere."

The WTO Agreement sts limits on what governments may and may not subgdize. It has been
drongly criticized by many developing countries as favouring northern countries and large
agribusness concarns. As well, Artide XXI of the GATT exempts activities in the military sphere,
incduding massve government research and export subddies in order to protect governments
"essentid  security interets” Because the security exemption shidds the war industry from WTO
chdlenge it sours government spending on the militay and any indudry reaed to nationd
security. Since the mgority of globa military spending is concentrated in the economies of a few
northern countries, tre WTO security exemption gives these countries an enormous competitive
edge over other, smdler countries.

8. Compstition Policy

The mandate of the Negotiating Group on Compstition Policy is to "guarantee that the benefits of
the FTAA liberdizatiion process not be undermined by anti-competitive busness practices™ The
Negotiating Group has agreed to "advance toward the establishment of juridicd and inditutiond
coverage a the nationd, sub-regiond or regiond leved, that proscribes the carrying out of anti-
competitive busness practices’ and "to deveop mechanisms that fadlitate and promote the
devdopment of competition policy and guarantee the enforcement of reguldions on free
competition among and within the countries of the Hemigphere™

Badcdly, the god of competition policy, rdativdy new to trade negatiations, is to reduce or
eliminate practices that appear to protect domestic monopolies. Canada is proposing that each
country adopt measures and “"teke agppropriate action” to “proscribe anti-competitive business
conduct.”

Odenghly, the am is to promote competition, but the result, particularly for developing countries,
is thet they are often forced to bregk up ther exising monopalies, only to find thet they have given
foraign-based tansnationd corporations golden opportunities to come in and pick off the smdler
domestic companies and etablish a whole new monopoly protected by WTO agreements such as
the TRIPS and the Financid Services Agreement, both of which protect globd mega-mergers.

9. Digpute Settlement

The mandate of the Negatiating Group on Dispute Settlement is "to establish a fair, transparent and

effective mechaniam for dispute setlement among FTAA countries’ and to "desgn ways to
fadlitate and promote the use of ahbitration and other dterndive digoute settlement mechaniams, to
solve private trade controverses in the framework of the FTAA."

It is yet to be seen whether the FTAA dispute settlement mechanism will mirror the NAFTA modd
or the WTO modd. However, te Negotiating Group's mandate indudes "teking into account inter
alia the WTO Underganding on Rules and Procedures Governing the Settlement of Digputes” If

13



this is the case, then the FTAA dispute stttlement system between governments is more likey to
resemble the more punitive system of the WTO than the NAFTA.

Under NAFTA, a country that loses a case before a dispute resolution pand must either accept the
ruing and offer "gopropriate compensation” to the other government or risk retdiation of
"equivdent benefits” NAFTA does not creste a common st of trade laws for the member
countries. NAFTA dispute pands rule on the bass of the domedic trade laws of the importing
country.

The role of a WTO dispute pand, however, is to decide whether a country's disputed practice or
policy is a "barrier to trade” and to overturn the offending practice or policy if it is deemed to be
Under the WTO Dispute Settlement Body, a country, often acting on behdf of its own corporate
interests, can chalenge the &tud laws, policies and programs of another country and drike down
its domedtic laws. A logng country has three choices: change its law to conform to the WTO ruling;
pay permanent cash compensation to the winning country; or face harsh, permanent trade sanctions
from the winning country.

Dozens of nationdate hedth, food safety and environmenta laws have been struck down through
this WTO process. Needless to say, the rulings affect poor countries differently than wedlthy ones.
Sanctions againg a country that depends on one or two export crops for surviva can be devadtating.
It is little surprise that the mgority of WTO chdlenges have come from wedthy countries. In fact,
the United States initiated dmogt hadf of the 117 WTO chdlenges launched between 1995 and
2000.

Of course, the recourse to private "investors' (i.e,, corporations) in NAFTA's Chapter 11 does not
exig in the WTO. It would gppear that the FTAA negotiators will choose to retain the powers of
private dispute settlements contained in the investor -to-gate provisons of NAFTA, while opting for
the more gringent conditions of the WTO to sdttle date-to-gate diputes. This would be in keeping
with the other proposals for the FTAA; whichever exising (or even proposed) modd has the
strongest "disciplines’ isthe modd of choicefor the FTAA.

The three non negotiating committees have aso been meeting.

The Committee on Smdl Economies has "recognized the asymmetries’ between the different
countries of the Americas and the need to come up with a plan "in order to create the opportunities
for the full paticipaion of the smdler economies and to increese their leve of development.”
However, the plan appears vague, conasting modly of providing "a database of technica assstance
neads of smdler economies” Nowhere in this committees mandate is there an acknowledgement of
the enormous disparity between the wedthy and the poor of the hemisphere, both between and
within countries

The Committee on Civil Society acknowledges that "dvil society has emerged as a new actor in the
trade didogue™ Although its mandate is "to receive inputs from dvil society, to andyze them and to
presant the range of views to the FTAA Trade Miniges" the purpose of any didogue is "to
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maintan trangparency in the negotiating process and to conduct the negatiations in such a manner as
to broaden public understanding and support for the FTAA." It gopears that the Committee's redl
role is not to ligen, but to keep up the gppearance of red didogue. In fact, says Stephenson, the
benefit of this Committeds work "may diffuse pressures rdated to issues of labour and the
environment.”

The Joint Governmeni—Private Sector Committee of Experts on Electronic Commerce, on the other
hand, is a very important committee whose subject has dl the hdlmarks of an emerging sector.
Electronic commerce has exploded in recent years. United States Ecommerce sdes were close to
$30 hillion (US) in 2000, up 75 percent in one year, and may account for one quarter of world trade
by 2005, the year the FTAA is to be rdtified. The U.S. has identified a god of adopting worldwide
rules for a globd nonregulatory, market-oriented E-commerce regime. Many hillions of dollars
evay year could be logt if taxes are removed from this kind of trade, leaving governments with even
more reduced funding bases for government programs.

The committee, heavily dominated by the most powerful corporate producers of Internet hardware,
software and communications equipment, such as Microsoft and AT&T, has dready caried out
extensve anadyses of Ecommerce issues and is exchanging views with other organizations such as
the WTO and the OECD. It has mandated severad key sudies on dl aspects of trade and E
commerce, and is cdearly agrowing powerhouse within the FTAA family.

Fndly, the FTAA Trade Negotigtions Committee has identified three arees for "early harvest
agreements’ — on foredtry, energy and fisheries — which it hopes will be agreed upon a the April
2001 Minigerid Summit in Quebec City. This means that, in these areas, agreement could be
reeched before the 2005 deadline for full FTAA rdificaion to remove taiffs from these
environmentally sengtive resources, with no opportunity for public input.

What |s Canada’'s Position on the FTAA?

Canada has taken a leading role in the FTAA process (as it has in the MAI, the WTO and the
GATS). The Canadian government has become an enthusadic champion of NAFTA ad its
expandon, and has been pursuing individud free trade and investment agreements with Lain
American countries like Chile, El Sadvador, Guatemda, Honduras and Nicaragua Caneda chared
the iniid 18-month phase of the FTAA negotiations s&t up in Santiago in April 1998, and is on
record in its support of extending amodd of deregulated trade and privatization to Latin America

At a March 1999 medting of the Standing Committee on International Trade, George Haynd,
Assgant Deputy Minider, Americas, Depatment of Foreign Affars and Trade (DFAIT), sad:
"The hemigphere has gotten its act together. It has some way to go, but our engagement is with an
area that is ready to engage us on our terms”” Added Bob Anderson, Vice Presdent, Americas,
Canadian International Devdopment Agency (CIDA): "Virtudly dl of the countries have bought
into the Washington Consensus in some form or cther. That Washington Consensus implies a whole
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series of sequenced reforms. What we in CIDA have tried to do is identify those kinds of reforms
where Canada has some particular expertise, some comparative advantage.”

DFAIT has been drongly criticized by civil society, labour, humen rights and other non
governmental organizations for its past lack of conaultations with any groups but busness For
ingance, when ditizens groups in Canada heard about the MAI in late 1996, they were told by
DFAIT tha no such treaty existed. After they got a hold of a copy of the text in March of 1997, the
groups acquired a lig of government MAI conaultations; it showed that DFAIT had been meeting
with the Canadian Chamber of Commerce and the Canadian Council on International Issues — the
internationd arm of the BCNI — as early as 1993, four years before the government later admitted it
was even involved in such negoatiations

So on December 13, 2000, when DFAIT announced tha it was rdeasng the government's
negotiating podtion on the FTAA, cdling it an unprecedented act of trangoarency, many groups
were very pleased. At last, a meaningful conaultation could begin. However, o much is mising
from this document thet, only months before the Quebec City medting, it is impossble to gauge
Canadds position on the most contentious of the issues.

Four areas — investment, sarvices, dispute settlement and intelectud property rights — are missng
atogether, and many questions remain in anumber of other key sectors.

Areasof Concern
* | nvestment

The Government of Canada says that it has made no submissions to the Negotiating Group on
Invesment to date. This is hard to bdieve. Canada was charing the process during the period that
the Negotiating Group on Investment came up with its mandate and spelled out a very ambitious
postion on invesment (st out in detal above) that incdludes nationd trestment, services and
investor- date compensation provisions.

As wdl, in its introduction to its published negotiating pogtion, DFAIT dates its clear support for
an invesment agreement in the FTAA: "In recognizing that invesment is the man engine for
growth, Leeders further committed themsdlves to creating strengthened mechaniams that promote
and protect the flow of productive invesment in the Hemisphere" Then, in its own draft Preamble,
DFAIT cdls for dl governments to commit to "edtablishing a far and predicteble framework for
promoting and protecting invesment.”

Internationd Trade Minister Piare Pettigrew hes sad that he will not Sgn the FTAA if it contains
the investor-gate clause (Chapter 11) of NAFTA. This appears to be in direct contradiction to the
commitments that have been made by his department’s negotiators. There is an urgent need for the
government to daify its exact podtion on investment immediately.

* Sarvices
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Smilaly, DFAIT says it has made no submissons to the Negotiaing Group on Services dther.
Agan, Canada was ctaring the hemispheric Negotiating Group that came up with the sweeping
definitions of sarvices induding netiond treatment, universd coverage and extended market
access.

It is dear from the introduction to Canadas postion that the Canadian government looks favourably
on induding sarvices in the FTAA: "Spedficdly, they (the Leaders) noted that the dimination of
impediments to market access for goods and services among our countries will foster collective
economic growth." In the draft Preamble, Canada cdlls for "enhancing market access for trade in
goods and services' and acknowledges "the importance of regulatory reform to advancing trade
liberdization."

Certanly, if Canada takes a pogdtion a the FTAA dmilar to its pogtion a the GATS, it will be
promoting negotiations in which, as the government's own WTO postion pgper dates, "nothing is
off thetable, apriori, induding the palitically sendtive areas of hedth and education.”

To see what Canada is likely to support, we can look to the exiding GATS agreement as well as the
proposed additions. The GATS currently covers dl service sectors and modes of supply as well as
most government meesures, induding laws, practices, regulaions and guiddines — written and
unwritten. No government meesure that affects trade in sarvices, whatever its am, even for
environmenta or consumer protection, for universd coverage or to enforce labour andards, is
beyond the scope of the GATS.

Essentidly, the agreement prohibits discrimination againg a foregn supplier in dl covered aress
notwithstanding the conditions under which sarvices are provided and regardless of the human
rights or environmentd record of the provider. Paties have dso agreed that some rules gpply
"horizontally" or across the board, whether or not the area has dready been listed with the GATS.
One "horizontd" rule is that dl regulations in any given settor, induding socid services must be
"Least Trade Redrictiveé’ and dl member WTO countries must be prepared to incdlude market
mechanisms wherever possible, evenin socid programs.

At present, public sarvices provided by government are technicdly agpplicable for exemptions,
Hence, some countries have damed exemptions for their publicly funded socid security programs.
But under GATS aticle 1.3C, for a sarvice to be consdered to be under government authority, it
must be provided "entirdy free" That means that the sector in question must be completdy
financed by government and have no commercia purpose All government services supplied on a
commercid bads — even if it is notfor-profit — are subject to GATS rules, as are government
sarvices publidy supplied but in competition with commercid suppliers. Since hardly any service
sector in the world is entirdly commerdd-free, this exemption isincreesingly meaningless

In the new round of negotiations, GATS officids will attempt to expand access to domestic markets
and governments will be under greet pressure to lig more of ther services and exempt fewer. The
powerful northern countries will be pressng for more binding market access proviSons, pressng
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developing countries for guaranteed, irreversble access to ther markets and diminating many more
policy options

As wdl, GATS officds are seeking to place severe redraints on domestic reguletions, thereby
limiting governments ability to enact environmenta, hedth and other Sandards that hinder free
trade. Artide VI:4 cdls for the devdopment of any "necessary disciplines’ to ensure that "messures
relding to qudificaion requirements and procedures, technicd dandards and  licenang
requirements do not conditute unnecessary barriers to trade™ This provison would dso goply
horizontdly. Governments would be compdled to demondrate that regulaions, sandards and laws
were "necessary” to achieve a WTO-sanctioned objective, and that no less commercidly redrictive
dternative was avalable

Further, the new taks are amed a developing new GATS rules and redtrictions, intended to further
redrict the use of government subsdies, such as those used in public works, municipa services and
socd programs. A paticularly thregtening development is the demand for an expanson of the
"Commercid Presence’ rules. Commercid Presence dlows an "investor” of one GATS country to
establish a presence in any other GATS country and compete not only for business againg domestic
uppliers but for public funds againgt domedtic publicly funded ingtitutions and services

All of this is teking place under Canadds leadership; Canadas WTO Ambassador, Sergio Marchi, is
chairing the WTO GATS negotiations. There is no reason to bdieve that the Government of Canada
would take a subgtantively different podtion on servicesinthe FTAA.

* Intelectud Property Rightsand Dispute Settlement

Agan, the absence of Canadds postion on these two crucid aress from the document is very
digurbing. As with services and invesment, Canada was in the char during the negotiations thet led
to the proposed mandate outlined above The nation that the Canadian government is not in full
compliance with the Negatiating Group on Intellectud Property Rights and the Negotiating Group
on Dispute Settlement is not credible.

* Technicd Barriersto Trade

Canada is proposing a new ad separate chapter on the subject of Technicd Bariers to Trade
(TBT9) basad on the TBT provisons of the WTO. (These are the rules tha date a nation must be
prepared to prove, if chdlenged, that its environmentd and safety dandards are both "necessary”
and the "lesdt trade redrictive’ way to achieve the desred consarvation gods, food safety or hedth

dandard.) These rules are of grest concern to Canadian environmentaists and groups concerned
with food and animd safety, as they have been usad to drike down hedth and safety regulaions
around the world.

DFAIT says there is a need for a "broader framework™ of discusson and commitment than exigs in

the proposed FTAA and recommends establishing a new Committee on TBTs which would meet
regulaly and provide technicd assgance to the developing countries of the Americas in order to
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a5 them to deregulae "unjudified use of government regulatory powers that have an undue
(more redtrictive than necessary) or discriminatory impact on trade”

Canadds Preambular language expressng its hope of finding ways to "better protect the
environment” is negated by the strong anti-environmenta languege of its pogtion on TBTs

* Agriculture

The Govenmett of Canada is a havk on the issue of agricultue It is cdling for the totd
eimination of export subsdies for agriculturd products "as quickly as possble' and to prevent ther
re-introduction "in any form." It is dso cdling for the "maximum possble reduction or diminaion
of production and tade-digorting domestic support,” even though the dimination of farm subsidies
has had a devadtating impact on Canadians famers, and it wants to "accderate the dimination of
tariffs for originging agriculturd products™ It is bullish on non-taiff measures and regulations,
cdling for azero-tolerance policy on redrictions on imports.

DFAIT dso drongly endorses the WTO Agreement on the Application of Senitay and
Phytosanitary Messures (SPS) in the FTAA. (The WTO Agreement on SPS sts condraints on
government policies rdding to food sfety and animd and plant hedth, from pedicides and
biologicd contaminants to food ingpection, product labelling and geneticaly engineered foods)
Like TBTs, these rules are seen by many as a way to reduce or diminae government regulations
that protect human and anima hedth in favour of private interests.

As with TBTSs, the Government of Canada wants to "fadilitate’ day-to-day SPS activities within the
hemisphere and proposes the establishment of a "Conaultative Group on SPS' to provide a "regular
forum for conaultations, problemsolving and indtitutiona cooperation.” The committee would look
a harmonization, risk assessment and trangparency, anong other things. Canadas strong leadership
on this form of aregulaion, paticularly in light of the deteriorating environment of the countries of
the hemisphere, as well as the lowered standards resulting from giant corporate farms, is greet cause
for concern.

* Government Procurement

The Government of Canada & dso a hawk on the issue of government procurement in the FTAA,
cdling for full trangoarency and the publication of dl laws regulations judicdd decisons and
adminigrative rulings to do with government procurement. "Canada agrees that making public the
rules and adminidrative messures rdated to doing busness with a government is an important
agpect of the Free Trade Agreement of the Americas”

But DFAIT goes further, cdling for a prohibition of "any type' of offset. Offssts, DFAIT explans,
are "measures imposed or condgdered by an entity prior to or in the course of its procurement
process that encourage loca development or improve its balance of payments accounts by means of
domedtic content, licensng of technology, investment, country-trade or Smilar requirements” In
other words, DFAIT supports the diminaion of dl the ways in which governments ensure that
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foreign invesment return some locd good to a community in return for the profit transnationd
corporations gain from such access.

If Canada followed this formula proposed by DFAIT, dl sorts of afirmative action, community

invesment and locd hiring programs would have to be diminated when dedling with foregn-based
transnationa corporations.

* Competition

Canada is cdling for very strong language around competition policy in the FTAA "to ensure that
the bendfits of the FTAA liberdization process are not undermined by anti-competitive business
practices” However, DFAIT is drangdy mute on the quegion of "officdd monopolies and state
enterprises” Its hawkish pogtion on government procurement coupled with its srong pogtion on
competition, as well as its gpparent pro-services bias, may put Canadian public indtitutions, such as
the CBC, in jeopardy.

What Impact Will the FTAA Have on Canadians?
Social Security

The expanded powers proposed for the FTAA in combination with Chapter 11 of NAFTA and the
introduction of "universa coverage of dl service sectors' pose a grave threat to Canadds socid
programs. Universd hedith care, public education, child care, pensons, socid assgance and many
other socid services are now ddivered by governments on anot-for-profit basis.

Until the recent GATS negotigtions and now the FTAA negotiaions, Canada has dways
maintained that these socid programs were a fundamentd right of dtizenship for dl Canadians, and
have exempted them from trade agreements. However, with these two agreements, the Canadian
government is opening up itsdf, and every other leved of government, to trade-sanctioned threets by
transnationd sarvice corporaions keen to breek down the exising government monopoalies in the

hemisphere.

Savices is the fastest growing sector in internationd trade, and of dl services, hedth, education and
water are shaping up to be the mogt potentidly lucrdive of dl. Globd expenditures on water
services now exceed $1 trillion every year; on education, they exceed $2 trillion; and on hedth care,
expenditures exceed $3.5 trillion. In Canada, the service sector accountsfor 75 percent of dl jobs.

These and other sarvices have been targeted by predatory and powerful entrepreneurid transnetiond
corporaions that are aming a nothing less than the complete dismantling of public services by
ubjecting them to the rules of international competition and the discipline of the WTO and the
FTAA. (Already over 40 countries, induding dl of Europe, have lised education with the GATS,
opening up their public education sectors to foreign-based corporate competition, and dmaost 100
countries have done the same in hedth care)
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In the United States, hedlth care has become a huge business, and giant hedth care corporations are
regisered on the New York Stock Exchange. Rick Scott, the presdent of Columbia, the world's
largest for-profit hospitd corporation, says that hedth care is a budness, no different from the
arline or bdl-bearing indudry, and he has vowed to destroy every public hospitd in North
America, as they are not "good corporate citizens” Invesment houses ike Merill Lynch and The
Lehman Brothers predict thet public education will be privatized in the hemisphere over the next
decade the way public hedth has been, and say there is an untold amount of profit to be made when

this happens.

If services are included in the FTAA, as they 0 clearly gopear to be, foreign for-profit hedth,
education and other socid service corporations from anywhere in the hemisphere will have the right
to esablish a "commerdd presence’ anywhere in Canada. They will have the right to compete for
public dallars with public inditutions like hospitals, schools and day care centres Standards for
hedth, education, child care and socid work professonds will be subject to FTAA rules and review
to ensure they ae not an impediment to trade. Degree-granting authority will be given to 4l
hemispheric-based educeation corporations. Foreign-based tdemedicine sarvices will become legd
in Canada. And Canada won't be able to stop the transborder competition of low-cost hedth and
education professonds.

If any government a any leve in Canada atempts to resst these developments and tries to maintain
these sarvices in domestic control, every service corporaion of the hemisphere will have the legd
right to sue for finandd compersation for lost revenues under the investor-gate provisons of the
FTAA. Thisis not speculation; in areas covered by the current NAFTA, there have now been many
precedents of governments reversang decisons and paying onerous compensdion packages to
private interests affected by public policy.

As wdl, there is dready a didurbing precedent in hedth care under the exiding investment
provisons of NAFTA. A March 2000 legd opinion by Canadian trade expet Steven Shrybman
shows that when Alberta passed Bill 11, which permits for-profit corporations to compete with
public hospitals for public funding to provide hedth care "sarvices" it gave trade-sanctioned rights
to U.S. for-profit foreign corporations to st up shop not only in Alberta, but in any povincein
Canada and to sue for compensation if denied this access.

"While in theory a govenment could retrest from contracting out hedth sarvices to private
companies, that government would face the full force of foreign investor compensaion dams for
not just present, but future losses The costs of compensation resulting from re-establishing a public
system would be prohibitive.”

The redity is ample once privatization is edablished in any public sector, it would be dmogt
impossble to reverse. With time, Canadian governments would no longer be able to afford to
publicly fund hedth care, socid security programs and education as they would have to be prepared
to give equa access to such funding to private contractors from the other FTAA countries.
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Canadians have dready seen a dteedy erodon of their socid security under the new rules of
economic globaization and trade agreements like NAFTA and the WTO, as Canadds economy has
merged into the American orbit and American rules. Socidly, Canada now looks more like the U.S.
than in any time in its higtory, with its huge gaps between haves and have-nots. In Canada, asin the
U.S, whilegreat progperity aboundsin some quarters, greet poverty isgrowing in others.

In fact, Canada has experienced the highest rise in child poverty in the indudridized world in the
last decade — the same years in which the number of millionaires has tripled and corporate sdaries
have grown a an average of about 15 percent a year. In the very free trade years that corporate
sdaries skyrocketed, workers wages rose just 2 percent, less than the rate of inflation.

The cuts to socid programs and Employment Insurance (only one third of unemployed workers
now receaive El benefits they have pad for, compared to dmost 80 percent in 1989) have been 0
deep that Standard and Poor says that the myth of a "kinder Canadd' must be put to rest. For the
fird time in 1999, says the New Y ork-basad ratings inditute, Canada spent less on its dderly and
unemployed than did the United States.

With the proposed FTAA, the assaullt on socid security will dramdticaly escdate.
Environment

The FTAA draft, as it now dands contans no safeguards for the environment. The origind
mandate for the FTAA, drawn g & the fird Summit of the Americas in Miami in 1994, contained a
promise to promote economic integration of the hemisphere in such a way as "to guarantee
udanable devdopment while protecting the environmet” A mgor Summit on Sudanable
Deveopmert was held in Balivia in 1996 in order to ensure thet the prindiples of the 1992 Rio
Eath Summit would be integrd to the FTAA process Out of that megting (a& which dvil sodety
groups and environmentaists were notably absent), came 65 initiatives know as the "Santa Cruz
Action Plan,” and anew body, the OAS Inter- American Committee on Sudtainable Development.

However, the whole process was badly underfunded and had no cdear mandate for action; it has
been widdy regarded as a falure. As a consequence, the whole god of sustaingble development
was completdly dropped from the FTAA's new mandae at the Santiago Summit in 1998, and the
tracks of trade and environment were completdly separated. With George W. Bush now in the
White House, it is even more @rtan that environmenta concerns about the hemispheric free trade
dedl will be sat asde.

The Canadian government's recently published "position paper™ on the FTAA contains a reference
to the environment in its proposed Preamble. It cdls for the FTAA b commit to "Better protecting
the environment and promoting sustainable development by adopting trade and environmentd
policies that are mutualy supportive” However, Preambular language in trade agreements is non
binding and unenforcegble, s any promise in this section of the agreement is fairly meaningless. In
any cas it is not possble to find compatibility between a trade agreement that contains investor-
date rights for corporations and environmenta sewardship.
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Chapter 11

As briefly documented above (see Investment in "What's in the FTAA?"), and wedl documented in a
number of other sources, the investor-gate provisons of NAFTA have dready had a very serious
impact on government environmentad policy. Not only have a number of hedth and environmenta
regulations in Canada, the United States and Mexico aready been successfully chdlenged by the
corporations of the continent, Chapter 11 is used to cregte a "chill effect,” whereby governments are
warned not to contemplate certan new regulatory meesures for fear of running aoul of the
invesment provisons of NAFTA.

As legd trade expat Steven Shrybman explans "The invedtor-dae suit provisons of NAFTA
represent nothing short of a radica departure from both the domestic and internationd legd norms
in & leadt three fundamentd ways. Fird, by providing corporations with the right to directly enforce
an internationd treaty to which they are neither parties nor under which they have any obligations.
Second, by extending internatiord commercid arbitration to daims that have nothing to do with
commercid contracts and everything to do with public policy and law. Third, by creating
ubgtantive legd rights — concerning expropriaion and nationd trestment that go far beyond those
available to Canadian citizens or busnessss.”

Any new regulations that are brought to Parliament or any provincd legidaure can be chdlenged
by American corporations with interests in the sector in question. In essence, governments have to
be prepared to pay dearly for the right to protect the ecologica, human and animd hedlth concerns
within their mandate. As trade lavyer Bary Appleton explans, "They could be putting liquid
plutonium in children’s food; if you ban it and the company meking it is an American company,
you have to pay compensation.”

To avoid this scenaio, Canadian federd and provincid governments now have to dlow dl
prospective environmental and natura resource protection regulaions to be vetted by DFAIT. In an
October 2000 exchange a& a Paliamentary Environment Committee mesting, Liberd MP Clifford
Lincoln asked senior DFAIT officids Nigd Bankes and Ken Macatney whether it was true that
International Trade Miniser Piare Petigrew is fighting againg the induson of the precautionary
principle in domestic environmenta legidation, such as the proposed new law to protect endangered
pecies, 0 as to ensure that Canada is in compliance with the WTO. The trade bureaucrats
confirmed that this was indeed 0.

Environment mingers now have less power over ther juridiction than their trade counterparts.
When the environment minigters of the three NAFTA countries announced in December 1998 that
they were going to dlow the Commission for Environmentd Co-operation (CEC) — the NAFTA
Sde ded tha has become a toothless "environmentd watchdog' — to scrutinize these Chepter 11
caxs, they depped way over the line drawn for them by DFAIT and its dder agencies in
Waghington and Mexico City. Months later, the environment minigers totdly retracted the new
powers, reigning in the agency <0 fa, in fadt, that they dopped jus short of dismantling it
atogether.
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Given this track record, and the dropping of the god of sustainable development from the principles
of the FTAA process, there is little reason to beieve that environmenta concerns will fare much
better in the hemispheric trade pact.

Energy

While there is no separate FTAA Negotiating Group on energy or any mention of the subject in the
Canadian government's "podtion paper,” there is a consensus to come up with an "early harves”
agreement on enargy a the Quebec City Summit in April. In fact, it is highly likdy that the FTAA
will mirror the controversd energy provisons that were integrd to both the CanadaU.S. Free
Trade Agreement and NAFTA.

In these agreements, negotiators created an  ant-environment, anti-conservation, deregulated
continental energy policy based on short-term, high-cod, high-profit exports and controlled by
transndiona energy corporaiors with little interet in rigng prices or the environmentd
consequences of ther actions. If this deregulated energy regime gets extended to the hemisphere, it
will have devadtding consequences in the fight to reduce the overuse of dimaewaming fossi
fudsin the countries of the Americas

In Canada, to comply with these NAFTA provisons, the Nationd Energy Board was dripped of its
powers and the "vita-supply safeguard” that had required Canada to maintain a 25-year surplus of
naturad gas was dismantled. No government agency or law now exigts to ensure that Canadians have
adequate supplies of our own energy in the future. (The United States, however, declared that its 25
year resarve was necessary for nationd security purposes, and maintained it.)

Export goplicants, Canadian or American, were no longer required to file an export impact
assessment and the dl-Canadian gas digtribution system was abandoned, setting off a frantic round
of North-South pipeline condruction. Export taxes on our energy supplies were banned, resulting in
the loss of a source of tax revenue for governments and giving American cusomers, who dont have
to pay the GST, a price advantage over Canadian consumers.

Most important, the trade agreements imposed a sysem of “proportiond sharing’ whereby
Canadian energy supplies to the U.S. are guaranteed in perpetuity. In an astonishing surrender of
sovereignty, the Government of Canada agreed that it no longer has the right to "refuse to issue a
licence or revoke or change a licence for the exportation to the United States of energy goods," even
for environmental or conservation practices.

This led to a spectacular increase in the sde of naturd gas to U.S. markets, snce 1986, exports have
more than quadrupled to over 8.5 hillion cubic feet a day. About 55 percent of totd Canadian gas
production is exported to the U.S. where American digtribution companies, supplying a much larger
population, have been abdle to Sgn long-term contracts a rock-bottom prices. Canadian consumers

are |eft to compete for their own energy resources againgt an economy 10 times bigger with rgpidly
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dwindling reserves and accderating demand. The gory in ail is the same. Canada now produces 2.3
million barrels aday and ships 1.3 of those barrelsto the U.S.

The free trade agreements committed Canada to an energy policy driven by massve, guaranteed
exports to the U.S,, corporate control of supplies and an economic policy more dependent than ever
on the exploitation of primary resources. Because they exempted Canadian government subgdies
for ol and gas exploration from trade chdlenge, they ensured that Canadian public funds would
continue to pay for uncontrolled and environmentaly destructive fossl fud exploration, a process
that has dready astroyed habitats in the North and that threatens the sendtive spawning grounds
off Cgpe Breton and Newfoundland, al to the benefit of transnationa corporations.

In the FTAA, these provisons will very likdy extend to dl the countries of the Americas who
should be made aware of the resulting loss of sovereignty over ther energy supplies and thar
environmenta respongbility to husoband those resources well.

Water

Smilaly, it is unlikdy that the United Sates would not extend the provisons of NAFTA
concerning waer to the other countries of the hemisphere under the FTAA. these provisons
establish a continental water market in the case of the commencement of commercid water exports,
for the countries of Lain America concerned about water privaization schemes, this is an issue
urgently needing attention.

Chepter 3 of NAFTA edablishes obligations, induding nationd treatment rights, regarding market
access for the trade in goods. It uses the Generd Agreement on Tariffs and Trade (GATT) definition
of a "good," which dearly ligs "waters, induding naurd or atificdd waters and aerated waers' as
a good, and adds in an explanatory note that "ordinary naturd water of dl kinds, other than sea
water," isincuded.

When the NAFTA ded, and its predecessor, the CanadaU.S. Free Trade Agreement, were being
negotiated, opponents urged that water be dearly exempted from them dtogether. The governments
sad no, arguing that no water was being traded commercidly at that time in any of the NAFTA
countries, therefore, water in its "naturd™ Sate was safe. Critics argued that any such protection was
temporary @ best and tha the moment any jurisdiction darted <dling its waer for commercid
purposes, key provisons of NAFTA would become applicable, putting public control of water in

jeopardy.

There are three key provisons of NAFTA that place water a risk once it is traded. The fird is
nationd trestment, whereby no country can discriminate in favour of its own private sector in the
commercid use of its water resources. Once a permit is granted to a domestic company to export
water, the "invesors' — i.e., corporations — of the other NAFTA countries have the same "right of
esablishment” to the commercd use of this water as the domedtic companies This goplies to
provinces as wel; if British Columbia dlows the commercid export of bulk weter, dl provinces
will haveto dlow nationd treestment rights to the same foreign companies as well.
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The second provison is Chapter 11, the investor-dtate clause. It gpplies to water in two ways. Frg,
if any NAFTA country, Sate or province tries to dlow only domestic companies to export water,
corporations in the other NAFTA countries would have the right to sue for financia compensation.
Second, if any NAFTA government introduced legidation to ban bulk water exports, by that act
water would automaticaly become a commercid "good'; foreign investors Chapter 11 rights would
be triggered by the very law that excludes them, and they could demand fnancia compensation for
lost opportunities.

The third key provison is Article 315, "proportiond sharing,” the same provison that has created a
continenta market for Canadds energy supplies. Under Articles 315 and 309, no country can reduce
or restrict the export of a resource once the trade has been established. Nor can the government
place an export tax or charge more to the consumers of another NAFTA country than they charge
domedticdly. Canadian exports of water would be guaranteed to the level they had acquired over
the preceding 36 months, the more water sent south, the more water required to be sent south. Even
if new evidence were found that massve movements of waer were harmful to the environmert,
these requirements would remain in place.

The proposed FTAA adds another threst to water sovereignty and conservetion. "Environmenta
Savices' are induded in the lig of services now being negatiated by the GATS. It is very likdy thet
environmental services, which indude water sarvices, will amilarly be induded in the FTAA. This
means that public water services could be chdlenged under the nationd trestment provisons of the
proposed agreement, forcing public sarvices such as water ddivery and wastewater trestment to be
privatized and cortracted out to transnationd water corporations like Suez Lyonnaise des Eaux and
Vivendi. If any govenment atempts to maintan its water sarvices in public hands, these
corporations would have enormous compensation rights under Chapter 11.

This lossof public control of water is a very serious one for Canada, and of even greater urgency for
the countries of Latin America, where water privatization, srongly promoted by the World Bank, is

oreading very quickly.

Combined with the TBT and SPS agreemerts of the WTO and the plans for "early harvest"
agreements in forests and fisheries, the proposed FTAA appears to be a disaster for ecologicd
sewardship for the Americas.

Culture

No mention is made of culture or culturd exemptions in the mandates of any of the Negatiating
Groups. Canada does mention culture in the Preamble to its pogtion paper: "Recognizing thet
countries must maintain the ability to preserve, develop and implement their culturd policies for the
purpose of grengthening culturd diversty, given the essentid role that culturd goods and sarvices
play in the identity and diversty of sodety and the lives of individuds™ Agan, however, this
Preambular languege is largdy decoraive. It is very likdy that culture will ether be fully induded
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in the hemispheric pact or there will be a culturd "exemption" dmilar to the one tha exids in
NAFTA. And that isamost as bad as having culture fully included.

The terms on culture were dearly st out in NAFTA Annex 2106. While one article (2005:1)
exempts the culturd indudry from the agreement with the exception of tariff dimingion, divesture
of an indirect acquigtion, and trangmisson rights ancther (2005:2) puts culture right back in by
giving the U.S the right to retdiale agang Canada with messures "of equivdent commercd
effect” and to do so using sectors unrdlated to culture. Yet another (2011:2) permits the U.S. to
cdrcumvent the disoute sttlement procedure when it retdiates. Other sections of the agreement,
paticulaly deding with invesment, competition policy and monopolies aso infringe on the right
of Canadiansto protect culturd policy.

This means that the U.S. has the legd right to unilaterdly dedide if a Canadian culturd messureis
"incondgtent” with NAFTA, to retdiate againg Canada and to sdect the nature and severity of the
retdiation. Canada has no legd rights wheatsoever. It cannot even request a pand to judge whether
U.S. accusations are judtified and, if so, to ensure U.S. retdiation is commensurate with the offence.

It agopears from the mandate of the FTAA Negotisting Committees that an additiond risk to
Canadds culturd programs will find its way into the FTAA in the sarvices chapter. If culturd
sarvices are induded in the definition of services, as they gopear to be ("universal coverage of all
savice sextors'), and the principles of nationd trestment and mogt favoured nation goply to these
culturdl sarvices, as they dso gppear to do, then government subsidies to the arts and culture could
not be dlocated exclusvely to Canadian artists, publications, production companies and the like.

There are redly only three forms of culturd protections left in Canada in the wake of WTO rulings
government subsdies, such as those given to the CBC or to book publishers of Canadian titles,
Canadian content quotas, such as content regulations in radio and tdevison; and investment
polides such as invesment controls limiting non-Canadian invesment in  broadcasting,
telecommunications and cable companies.

Under a regime tha dlowed the direct chdlenge of government programs, dl three could be
deemed trade illegd. Just as in sodid programs, any government support of a Canadian "sarvice' —
in this case, culturd ®rvices — would have to be goplied in a non-discriminatory manner; American
and other corporations of the hemigphere in the entertainment industry could demand equd rights to
compete and recaive government funding. As with sodd programs, any government thet continued
to favour the Canadian cultura sector could be sued for compensation under Chepter 11 by
transnationd industry corporations, from big-box retallers to movie networks.

If the proposed FTAA is adopted unchanged, Canadian culturd diversty and Canadds culturd
indudtrieswill become ardic of apas time.

Agriculture and Food Security
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Canadds farmers have dready fdt the full blast of globa competition, as the Canadian government
has dashed farm subsdies and farm income support far more and far fader than have its mgor
trading partners. As a result, 1999 and 2000 were the worg years for Canadian farmers since 1926,
the year that the Canadian government began to keep such records.

By choosng the WTO agreements on agriculture (AOA) and standards (SPS and TBT), the FTAA
negotiators plan to give new powers through this pact to curtal the traditiond rights of Canadas
farmers and to downgrade Canadas food safety laws. Under WTO disciplines, farmers can no
longer collectively negotiate prices for products with both domedtic and foreign buyers. And the
eimination of domedtic agriculture price supports to protect farmers has left them at the mercy of
internationd prices.

Because the WTO prohibits import and export contrals, only the big — big farms, big countries, big
corporations — can aurvive. As a rexult, the WTO's Agreement on Agriculture has dmost
exdusvey benefited large agribusiness corporations around the world no matter what their country
of origin.

Furthermore, the WTO AOA assault on non-tariff measures, such as environmenta standards and
upply management programs, has been used to downgrade safeguards to public hedth and
protection for farmers. For example, through the WTO, the U.S. has successully chalenged Jgpan's
hedth-rdaed pedicide resdue tesing requirements for agricultura imports. Countries can no
longer maintain emergency food stocks in anticipation of drought or crop falure they must now
buy what they need on the open market. "Food sf suffidency” now means having enough money
to buy food, not the domegtic ability to produce it.

The WTO SPS agreement has had a terrible impact on the right of the world's citizens to safe food.
Canada and the United States successfully used the SPS agreement to strike down a European ban
on North American beef containing harmful, possbly cancer-causng hormones The EU, deeply
sengtive to lingering concerns about mad-cow disease, implemented a ban on the non-thergpeutic
use of hormones in its food indudry, citing many gudies linking them to illness. The WTO pand
demanded "scientific cartainty” that these hormones cause cancer or other adverse hedth affects
thus eviscerating the precautionary principle as abasis for food safety regulations.

The FTAA appears poised to promote a modd of agriculture to the hemisphere where food is not
grown by farmers for domestic consumers, but by corporations for globd markets. The results will
be far-reaching indeed.

What Impact Will theFTAA Have on the Countriesof Latin America?

The countries of Centrd and South America and the Caribbean are being given dl sorts of promises
about the FTAA: more liberdized trade and investment will create the biggest trade powerhouse in
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history, thereby spreading progperity to the many millions of the region currently without work or
hope, they aretold.

Latin Americans should examine these promises very carefully before jumping into this pact.

The redity is thet Lain America has been living under ths FTAA modd for over a decade. It is
based on the Structurd Adjusment programs of the World Bank and the IMF that Latin Americans
know wdl. It was the deregulation and privetization imperdives of sructurd adjusment that forced
mog to dismantle thair public infragtructures in the firg place. In order to be digible for debt rdief,
many dozens of the countries of the Americas were forced to aandon public socid programs,
dlowing for-profit foreign corporations to come in and sdl ther hedth and education "products’ to
"consumers' who can afford them.

Now these countries are dlowed to maintain the mogt basic of public services only for the poor; but
these sarvices are S0 inadequate that the corporations arent interested in them, and many millions of
people in the hemisphere go without the most basic of education and hedth services Not
aurprisngly, Lain Ameican countries are expeiencing an invason of US hedth cae
corporations, like Aetna Internationd and American Internationd, who report a 20 percent growth
in the region per year.

Under the FTAA, this process will acceerale, wiping out traditiona medicine, education and
culturd diveraty. In fact, worldwide economic and culturd harmonization is the god, says one top
U.S. WTO offidd, who adds, "Badcdly, it wont dop until foreigners findly dart to think like
Americans, act like Americans and — most of dl —shop like Americans.”

The lagt decade of trade and invesment liberdization has dready caused great suffering in Lain
America Interest rates on debt payments have soared from 3 percent in 1980 to over 20 percent
today. Latin America, as a region, has the highest rate of inequitable income didribution in the
world. After swalowing its free market medicine, it now has a poverty rate higher than it was in
1980 and the buying power of Latin American workers is 27 percent lower. Eighty-five percent of
al job growth has been in the precarious sector with no benefits or protections.

Mexico, eght years into NAFTA, now has record-high poverty rates of 70 percent; the average
minimum wage logt more than three quarters of its purchasing power in those years. Ninety million
Latiin Americans are now indigent and 105 million have no access to hedth care whatsoever. Child
labour has grown dramdicdly; there are now a least 19 million children working in terible
conditions. Massve environmentd degradation has resulted from the region's desperae rush to
exploit its naturd resources and the use of pedticides and fertilizers has tripled snce 1996; there are
now 80,000 chemica substances produced and used in the Americas.

The exploitation of Latiin Americas naturd resources by Canadian and U.S. corporations now
taking place would dramaticaly increese under a hemispheric pact. Transnationd mining, energy,
water, engineering, forestry and fisheries corporations would have new access to the precious
resource base of every country and the investor-gate right to chalenge any government that tried to
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limit ther access to them. The ability of governments to protect the ecology or st environmentd
dandards regarding the extraction of natura resources would be greetly reduced, as would the right
to ensure locd jobs from any activity of foreign corporaions.

Joining the FTAA under these circumdtances would be "tantamount to suicide™ says the codlition of
trade unions of the Southern Cone countries. In December 2000, the maor unions of Argenting,
Brazl, Paraguay and Uruguay held the MERCOSUR Trade Union Summit where they cdled upon
their governments to submit the FTAA to nationd plebiscites, which they beieve would result in its
defeat. The FTAA process is degpening the dready growing poverty of the region, the union leaders
sad, putting "limits on nationd inditutions that should decide the future of each country, while
pushing aside the mechanismsthat alow society to ensure ademocratic adminigration of the gate”

Concluson

If the terms and recommendations of the FTAA Negotiating Groups are the substantive basis for a
hemisphere trade pact, the whole process is totaly unacceptable and the citizens of the Americas
must work to defeet it entirdly. In pite of government protetations that they have negotiated these
new trade and investment rules in full collaboration with their dtizens, the proposed FTAA reflects
none of the concerns voiced by civil society and contains dl of the provisons consdered most
egregious by environmentdids, human rights and socid judice groups famers, indigenous
peoples, atigs, workers and many others. Every dngle socid program, environmenta regulation
and natural resource is a risk under the proposed FTAA. As it gppears to sand now, there is no
possible collaboration to make this trade pact acceptable.

Thet is not to say that the citizens of the Americas are opposad to rules governing the trade and
economic links between our countries. In the wake of the faled MAI, Canadian civil society groups
hed a nationd inquiry caled Confronting Globalization and Reclaiming Democracy, in which
hundreds of groups paticipated. The results show dealy that, based on a different st of
fundamental assumptions, such as the United Nations Universd Dedaration on Human Rights and
drong environmentd rdes, Canadian citizens would be prepared to enter into a process to develop
closer ties with other countries in the Americas and around the world. However, it cannot start with
the assumptions and gods of thisFTAA.

This process mugt begin by revidgting current internationd trade agreements like the WTO and
NAFTA,; it is time for a new internationd trading sysem based on the foundations of democracy,
udanability, diversty and development, and much good work is being done on these dterndtives
As a beginning, Chapter 11 must be removed from NAFTA; water must be exempted; the energy
provisions rewritten with an emphads on conservation; and culture must be truly exempted.

Mog important, the world of internationd trade can no longer be the exdusve domain of sheltered
elites, trade bureaucrats and corporate power brokers. When they undersand whét is a stake in this

hemispheric negoatiation, the peoples of the Americas will mohbilize to defeat it. That is the fate it
deserves.
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