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Abstract.In thisanide, theauthordescribesCanada'sprofree-
tradephilosophyfrom itsparticipation inthefoundation ofGATT
in1947,totheñ^úngofthefreetradea^eementswiíhthe
UnitedStatesml989andwithMexico, withinthecmtextof
NAFTA, in 1994.

TheauíhorthenanaJyzesdx^ecttfCdnaíla'smemherdjipínthe
Or^znization ofAmericanStates, in1990, cmtheequilihrium of
intnA7neriamrelaáonswhkhwe>^untiIlhattimedornin¿¡tedby
the UnitedStatesandtheafter^ectsoftheMonroepolicyand
theColdWar. WiUthehistoriadUnitedStates-LatinAmerica

bipdarizationleadtoamorebalancednmltilateralismbydxtime
the Free TradeAreaoftheAmericas isestablish&i?This isthe
chadengefyrCanadianpolicyattheregfdarfyheidSummitscfthe
Americas whosegoalis to createsuchanoreabfore theyear
2005.

Introduction

Since obtaining ksfull sovereignty and in particular since
the end of the Second World War, Cañada has been an
ardent defender of free trade and multilateralism. A

founding member oftheGATT inNovember 1947, Ganada
has never subscribed to the protectionist policy ofimport
substitución, proposed by RaúlPrebísh andtheUnited
Nations' Economic Commission for Latín América and

theCaribbean (ECLAC), whichhas beenextensively appUed
by manyothercountries of the American continent.

In its commercial relations with the United States of

América, its majortradingpanner,Ganada has always tried
toset theexample byavoiding protectionism. Themeasures
Ganada implemented tocontrol foreign investment between
1972 and 1983 -were anexception to this rule. In fact, the
idea of afree trade agreementbetween the two countries
was initially proposed in 1888, bythen Prime MinisterJohn

MacDonald. The proposalwas later repeated in
1911 during Prime Minister Wilfred Laurier's
administration. It finally becameareality in 1988
with the election ofPrimeMinister Mulroney in
fulfilment ofhis electoral platform. Theagreement
carne intoforcé JanuaryIst, 1989 and recognizes
thetrade agreement of1965 onautomotive parts,
the AUTOPACT, as the most recent antecedent ofa
tradeagreement betweenthe two countries.

This sustained policy ofopenness has permitted
Ganadato develop ahighly competitive economy
in a constant manner. Ganada is a member of the

group oftheseven most industrialized countries
in the world (the G7). Moreover, this has not
affected Ganada's individual and naiional

character. Inspite ofintense bilateral relations with
itsneighbour the United States, Ganada hasnot,
inanyway, become afiftieth state. On thecontrary,
ithas maintained itsownidiosyncrasies, adifferent
political system, a distinctive economicand so
cial (social democracy) system andhas carried out
its own foreign policy, in particular regarding
Cuba. Fuithermore, as we shall seefurther on. Ganada has

remained faithful to its own visión of the future of free

trade in the American continent.

In itsfreetradedeaÜngs with theUnited Statesof Amé
rica, Ganada has acquiredvast experiencein deaÜngwith
protectionist measures. It has shared thisexperience with
México during thenegotiationsoftheNorth AmericaFree
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Trade Agreement (nafTA). Surely, this abundance ofexpe-
rience will also benefit other Latín American countries when

the time comesto design afree tradezone in the Americas
by the year 2005. This paperwill analyse the Canadian
policyof opennessand the experience acquired, first in
the context of the Bilateral Canada-United States Free Trade

Agreement, second the TrilateralCanada-UnitedStates-
Mexico FreeTrade Agreement, andfinally with thenego-
tiations for the creation of a Free Trade Zone in the three

Americas.

I. The Bilateral Canada-United States Free Trade

Agreement (1989-1993)

In order to evalúate the Canadian experience and its
economic policy regarding free trade withtheUnitedStates
of América, we shall consider the following: 1) The
Canadian objectives vis-a-vis theAgreement; 2) The desig-
nedinstitutional structure;3) The results of this bilateral
experience.

1. The Canadian Objectives
Canada's primary objective was to guarantee access to the
United-States market inapredictable andconstant manner.
It's goal was essentially to protect itself against the
protectionist barriers andothernon-barrier measures which
the United States had occasionally adopted under the
pressure of some lobbyists in an attempt to keep their
industries and products safe from the Canadiancompe-
tition. The problemoffacing theunforeseeable American
barrierpolicieswasespecially noticeable in steel, wood,
and agricultural products (pork meat, salmón, lobster,
strawberiy, etc.).

These measures were incompatible with long-term mar
keting and investments and their effectof these measures
ontheCanadian economy can bebetterunderstood ifwe
remember that at thattime 75% ofCanadian exports went
to the United States. Consequently, it was a Canadian
priority to definethe bilateral market in a legal manner.
Even though the market was otherwise economically
integrated, itwouldhave to function withinthe rule oflaw
instead ofcontinuingto act as ifguided by the" lawofthe
jungle", inwhich case thegreater power dominates without
anyappeal or recourse against itsprotectionistactions.

Canada's other important objective was to achieve further
integration with theUnited States' marketequalling 250
million more consumers. Two methods were proposed to
achieve thisobjective: first, theprogressive elimination of
all barriers to thepointofarriving atzerobarriers within
10 years, and second, including the liberalization of
transborder commerce intheareas ofservices, agricultural
products andinvestments, as well as acommitment toshare
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energy in the Agreement. The final goal wasto create a
subregional marketwhere trade liberalization was much
broader than in theGATT, but which still respected the
letter(Chapter XXIV), thespiritandthe objectives ofthat
agreement.

The negotiations between thetwo countries weredifficult
and long; what emerged isthe legal structure which we
willanalyse below.

2. Legal Structure
TheGATT, as perfected bytheworkoftheUruguay Round,
served as a basic model for the Canada-United States Free

TradeAgreement.
The result is that the Bilateral Canada-United States Free

TradeAgreement isapurémutual tradeagreement. It does
not imply the creationof acommon marketasin the case
of the European Unión, MERCOSUR or what is'presently
occurring in Central América. A commonforeign barrier
has not being contemplated, ñor isacommon foreign trade
policybeing delineated. Neither does the agreement create
commonsupranational political or economic integration
institutions, such as the Council of the Commission, the
Parliament andtheEuropean Court ofJustice.

Thereis, infact, anAmerican conception thatthemost
efficientinternational institutions are similar to the GATT;
institutions which have littleinfrastructure anddepend
more on pragmatism. The Bilateral Canada-United States
FreeTradeAgreement waselaboratedon the basis ofthis
concept: little infrastructure andsubstantial negotiations
aboutveryspecific points which took theform ofavery
detailed andcomplex legal text.

TheBilateral Canada-United States FreeTrade Agree
ment created a Canada-United States Trade Commission to

undertake the creation ofthe various institutions designed
by the Agreement in orderto deal with the infrastructure
issue. The secondary roles of the Commission isto con
troltheproper functioning anddevelopment oftherules
ofAgreement, torevise the interpretation ofits dispositions
andto organize thedispute resolution system created in
the treaty. The Commission iscomposed ofeither the
Ministers of Foreign Trade of both countries or their
delegares. The Commission is to meet in ordinary session
atleast once ayear in an alternating manner in the two
countries. The Commission establishes ks own norms and

procedure of functioning. Its decisions are taken by
consensus.

The Commission can establish SpecialorPermanent Work
Groups in order to delegare to them certain specific
responsibilities. The same Agreement also provides for the
creation ofaWork Group with thespecific mandare to
establish more efficient rules regarding the use of
governmental subsidies and therelated price reduction.
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Asfordispute resolution, theBilateral Agreement does
not establish asupranational courtof justice. Instead, the
Agreement provides forthe establishment oíadhocpanels
fordisputeresolutioncomposedo/experts inthefieldofdispute. In
thehypothetical case where thedefendant paitywould not
respect the decisión of the panel, the defendant would
generally besanctioned by aneconomic countermeasure
equivalent to theviolated right.

In order to facilítate the work of the Commission, the

Work Groups and the Dispute Resolution panels, the
Agreement calis for thecreation ofaSecretarial, which is
composed oftwopermanent offices. Theoffice located in
Washington deals withthose matters corresponding to the
United States, whilethe office in Ottawa isin chargeof
affairs related to Ganada.

The Canada-United States Bilateral FreeTradeAgree
ment isverydetailed regarding thecontent. Its21 chapters
are theresult ofconcrete andspecific negotiations andthe
wording corresponds to the Statutes of Common Law
which can often perplex the civil law jurist. The basic
foundations ofthis Trade Agreement are ingreat partthose
declaredin the GATT, to which reference is made at various

opportunities, and also to those principies elaborated in
theworks oftheUruguayRound.TheAgreement itself
is not very innovative; except that at the time it was
negotiated, in 1989, the Agreement already contained
chapters thatwhere subsequently integrated inthenew
GATT (WTO) in 1995, suchasthe chapters on agriculture
and services.

Such arethebasis andthe legal structureofthe Bilateral
FreeTradeAgreement. Weshall nowlookthe results of
theCanadian experience during thefouryears since the
entryintoforcé ofthe Agreement.

3. The Results of the Bilateral Agreement
The economic resultsof this Bilateral Agreement were
definitively positive forGanada. Itsexport ofgoods to the
UnitedStates increased by 24%, while itsexport ofservi
ces rose by18%. Canadian investment intheUnited States
rose by 16% andAmerican investments inGanada grew
by18%. Thecreation ofthis new free trade zone also tumed
outtobe anattractive prospect forthird country investors,
who increasedtheir operations inGanada during this period.

Moreover, theeconomists agree thattheeconomic crisis
through which both countrieswere going during that
period, particularly Ganada, would have had more devas-
tatingeffects hadit not beenfor thebilateral agreement.
Infact, inGanada, theAgreement favoured thecreation of
jobs in a higher proportion then the decrease of jobs
resulting from thecrisis andfromtherestructuring ofthe
enterprises which wasundertaken in orderto deal with
theAmerican competition. Finally, therewas noexodus
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or massive relocation of businesses towards one side or

the other side of the border.

Thecreation ofan effícientdispute resolution mechanism
isanother major success oftheAgreement. Theestablished
free trade zonedidnot eliminate protectionist tendencies
in the American administration, which often acts under
theintense pressure ofthatcountry's industrial lobbyists
insectors such aswood, pork, meat orsteel. However, due
to theefficiency ofthedispute resolution system. Ganada
was often able to make claims toobtain the recognition of
its rights and, in fact, won the majorityof the disputed
cases. The result is that a free trade zone has been establi

shed whose foundation is based on the rule of law which

protects theweaker partyfrom the"king ofthe jungle".
This represents a monumental achievement for Ganada
since its manufacturing and export industries canplan their
expansión into a market of250 million consumers without
particular risks. Inaddition, itfavours long-term investment,
specialization andresearch; leading to improved economic
andsocial development, as well as, competitiveness at an
international level.

The proliferation of conflicts, which has been duly
reported and greatly amplified bythepress, has contributed
to thedeterioration oftheimage oftheFreeTradeAgree
ment inthepublic's opinión. However, whenobjectively
analysed these disputes are related to only3% ofthetotal
commercial flow. While the other 97% of the transborder

transactions takeplacewithout problems. This,withouta
doubt, permits us to qualify the Agreement and the
Ganadian experience withit as highly successful.

It is with these results and precedents that Ganada
entered into the subsequent trilateral negotiations ofthe
Free Trade Agreement withtheUnited States andMéxico
(nafta).

II. The Free Trade Agreement Between Ganada,
the United States and México: The North American

Free Trade Agreement (nafTA) (1994- )

Three fundamental elements will be analysed: 1) The
Ganadian objectives uponenteringthe trilateral negotia
tions. 2) Thelegal structure thatmaterialized asaresult of
these discussions. 3) The preliminary results of the
Agreement after twoyears inforcé.

1.Ganadian Objectives
TheprimeGanadian objective was to extend itsmarket
andto be able to accede freely to some 85 million new
consumers. For Ganada, which isaneminently exporting
country and where one in everyfour jobs depends on
export, México represented amarket worthyofdiscovery.
Especially, if one remembers that, upon entering the
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negotiationsof the NAFTA in 1993, Méxicoaccountedfor
only0.5% oftotalCanadian exports.

Cañada was impelled to particípate in the trilaterai
discussion inorderto attain asecond objective, possibly
more important than the onementioned abovewhichwas
the creation of a Multilateral FreeTradePolicy for the
Americas as the viable alternative to the bilateral and

unipolar policy which had been proposed bytheUnited
States. In 1990, then President George Bush used this
approach as the basis for a seriesof bilateral free trade
agreements for the American continent ("TheEnterprise
for theAmericas Initiative") whose solé axis hadto bethe
United States.

Infact, onJune 11,1990, oneanda halfyears afterthe
entry in forcé of the Bilateral Canada-United States Free
TradeAgreement, thenPresidents George Bush andCar
los Salinas announced that the United States and México

were to enter into bilateral negotiations to reach a free
trade agreement. Sixteen days later, on June 27, 1990,
President Bush announced his free trade initiative for the

Americas policy.The basic principie of this initiative was
to achieve bilateral framework agreements and laterfree
trade agreements between the United States and every
country or group of countries of Latín Américaand the
Caribbean. Withthat idea inmind, President George Bush
announced the startofbilateral negotiations withMéxico.
Lessthan one year after his announcement, the United
States hadsigned adozen framework bilateral agreements
with most of the countries of Latín América and the

Caribbean.

TheUnitedStates was theaxis ofaunipolar mechanism
of free trade in the three Americas. This system was
described by its critícs are the theory of the "hub and
spoke". According tothis system, thebilateral agreements
would benefit thehubwhich represents theUnited States
andnot thespokes which could becompared to each one
of the other contractingparties. This is so because the
spokes would communicate with the only hub but not
between themselves. Therefore, therules oforigin allow
free access ofproduas between the hub country (the United
States) andeach spoke country withwhich it has abilate
ral agreement. However, the rules oforigin would not
permit free access oftheproducts ofaspoke country to
the market of anotherspoke country as they would be
considered tobe third parties toeach other. Consequently,
onlytheproducts ofthespoke countries would enter ina
free manner, without customs barriers, into the hub country.
When aspoke country would contribute an important
component (more that 60% ofthe total valué) inaproduct
further processed inanother spoke country, according to
thebilateral free trade agreement the final product would
notbe from theexporting third country, but rather from
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the processing third country. The most important
consequence ofthis mechanism would begreater interest
for investment in the hub, which would permit the investor
to benefit from all the bilateral agreements withthe"spoke"
countries; a benefit which the investor would not obtain if

it wereto invest primarily inoneof the spokecountries.
Since the importance of investment for economic
development, research and international competition fora
recipient country iswell known, the proposed unipolar
systemof the "hub andspokes" would haveestablished
unfair andunequitable competition andwas, infact, anew
versión oftheMonroe Doctrine fortheAmericas designed
to favour the United States.

Conversely, inmultilateral free trade agreements all the
member countries benefit equally withregards to market
access. Theproducts thatare assembled by morethanone
ofthe member countries are considered originating from
the same zone and enter without customs barriers in all of

the zone's countries. Within the framework of a multilateral

system, ínvestors do not benefit moreby being situated in
a specific country as each country offers comparable
economic prospects andequitable competition exists for
all members. In view ofthe above Ganada chose to structure

its free trade policy on this system when it began
negotiations with México and the United States.

Given theimplications oftheunipolar policy proposed
bytheUnited States, Ganada exerted strong pressure on
the United States and México to be included in the bilate

ral negotiations and indeed trilaterai negotiations were
announced seven months later, onFebruary 5,1991, began
onJune12,1991 and were concluded on August 12,1992.
Thetrilaterai agreement was signed December 17,1992
by Presidents Bush andCarlosSalinas andPrimeMinister
Mulroney as the North American Free Trade Agreement
(nafta). However, due to thechange ingovernment in
the United States and the subsequent adoption ofparallel
agreements, regarding labourandthe protection of the
environment, drafted under theinfluence oftherecently
elected President Clinton, the entry in forcé of the
agreement between the three countries was postponed until
January Ist, 1994.

One might ask what is the legal structure ofthe agreement
thataróse from these trilaterai negotiations.

2. Legal Structure of the New Trilaterai Free Trade
Agreement (nafta)
Basically, thenew Free Trade Agreement is based onthe
experience ofthe first years of the Canada-United States
Bilateral Free Trade Agreement, the works and negotiations
of the GATT/wTO and the defining of new policies for the
integrationof the Americas.

As such, the basic principies oftheNorthAmerican Free
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Trade Agreement (NAFTA) arethesame those oftheGATT,
andof the WTO whichwere integrated in the GATT text.
However, NAFTA does goonestep furtherinwithitsfinal
objeaive ofthe totalelimination oftariffbarriers between
thecountries ofthezone. Moreover, incertain aspects it is
more complete and elabórate thantheprevious agreements;
incorporating initstext, forexample, dispositions onpublic
sectorpurchases anddisputeresolution. Furthermore, it
deals with additional distinctivethemessuchasinvestments,
protection oftheenvironment andprotection ofworkers.

In comparison with the Canada-United States Bilateral
Free Trade Agreement, the new Trilateral Agreement
includes stipulations that referto both new themes, such
asintellectual property and landtransport, as well as to
topics contained intheparallel ^reements onenvironment
and labour. Thetrilateral agreement deals withtherules of
origin in moredetail andperfects the dispute resolution
system has been extended to investments and financial
services. It also clarifies some norms regarding the limits
ofdiscretional administrative powerwhich, inturn, will
lead to moretransparent proceedings in that area.

In institutional material, NAFTA maintains the same
minimal operational structureofthe bilateral agreement,
although it creates threenewinstitutions: aSecretarial in
Montreal entrustedwith the application of the parallel
environmental cooperation agreement, anotherSecretarial
in México entrustedwith the resolutionof allproblems
related to theparallel agreement on labour cooperation
and a North American Bank located in San Antonio whose

function isto participate inthefmancing ofenvironmental
infrastructure projects in the border región of Mexico-
United States.

The incorporation of an accession clause for future
members isyetanother positive innovation ofNAFTA. The
reason forthisarticle istwo-fold. First, itprovides anopen
door for the extensión of a multilateral free trade zone to

other countries of the continent which makes it distinct

from theunipolar system ofthe"hub and spoke". Secondly,
it avoids having to renegotiate all the points of the
agreement upon theincorporation ofevery new member;
as was thecase during the negotiations oftheannexation
ofMéxico to theBilateral Canada-United States Agreement.
At the timeof the negotiations to admitMéxico asa new
member, the United States used the absenceof an accession

clause intheBilateral Agreement to attempt to renegotiate
thedispute resolution system ofChapter XDC. Thischapter
hadprovento beveryefficient at guaranteeing access of
Canadian productsto the United States marketinspite
oftheunpredictable protectionist measures oftheUnited
States. Ganada and México united as a common front in

order to maintainthe samedispute resolutionsystem in
NAFTA. As a result of the accession clause this situation

verdadero

will notoccur again when discussingthe admission ofother
countries to NAFTA.

DidNAFTA produce thedesired results aftertwoyears
in forcé?

3. Results

Since NAFTA's entryintoforcé, trade withinNorth América
has increased by almost 65%. In 1993, Trilateral Trade
between Ganada, the United Statesand México amounted
toslightly less than US$ 300 billion. In 1997, tradebetween
thethreecountries hasgrownto almost US$500billion.

Trade between Ganada and the United States continúes

to grow. The commercial flow between both countries at
present reaches more than a billion dollars a day. This
represents the highest bilateral commercialflow of the
world. More than97% ofproducts benefit fromfree access
between both countries. In 1997, 82.15% of Ganadian
exportswere sent to the United States. Beforethe entry
into forcé of the Ganada-United States Bilateral Free Trade

Agreement, that figure was 75%. Thiscanbeinterpreted
as proofthatthetwoagreements have facilitated thegrowth
ofcommercial exchange. As aresult, theGanadian economy
has become moredependent on theUnited States. This
last point may beviewed as anegative consequence, which
should beremedied bystriving forgreater diversification
oftheGanadian market, inparticular towards México and
other Latin-American countries.

As for foreign investments in Ganada, United States
investments in Ganada increased byalmost 50% between
1993 and 1997. While Mexican investments in Ganada

quadrupled between 1992 and 1996. The Agreement has
also attracted investors from other countries. In 1996,
Ganada was theworld's thirdlargest recipient offoreign
direct investment byforeign multinational companies.

In regards to dispute resolution, NAFTA continúes
generating positive results. However, abilateral agreement
had to be used to resolve the eternal conflict of Ganadian

wood exports.
Asfor trade with México, the commercial flow between

thatcountry andGanada has increased steadily during the
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NAFTA years. Canadian exports increased by morethan
50%. The import ofMexican producís hasalso grown
by 60%. Even though México is now Canada's ninth
largest export marketandfourth largest import source,
México still only accounts for a small portion of total
Canadian exports (0.47%) and imports (1.3%). For itspart,
México exportsonly 1% of itstotal exportsto Ganada
andits importation ofCanadian goods and services cons-
titutes 2% of its total imports. The dependence of the
Mexican economyon theUnitedStates isobvious; 80%
ofMexican exports are destined to thatcountry's market.
Both Cañadaand México have the potential to increase
tradewith eachother andto reduce their dependence on
the American market.

Another positive, although indirect, result ofNAFTA was
Canada's and the United States' involvement in aiding
Méxicoto overeóme the economiccrisisof 1995, followed
by the devaluation of the peso. The Mexican crisis,
unfortunately, has reduced the flow offoreign investment
and has negatively influenced the "swallow" capital. These
events took place inspite ofaspecial NAFTA incentive for
investors. It would appear that theeconomic crisis has
disillusioned theMexican people with regards totheresults
of NAFTA,

Infact, given that thetrilateral treaty has only been in
forcé for four yearsandconsidering México's economic
and political crisis, it istooearly to make definitive con-
clusions about the results ofthe NAFTA. Hopefully, the
results will improve once thecrisis has passed. It should
be noted that the crisis would have been even harsher
without the increase inMexican exportswhich has occurred
since theentryintoforcé oftheAgreement, a55% increase
inexports to theUnitedStates.

In order to measure the results of NAFTA, one must also
observe the evolution of the diverse dispute resolution
systems and their relation totheMexican legal culturewhich
isclearly different fromthat of Cañada andthe United
States.

The conclusions to be reached regardingthe Mexican
experience will beofgreat usefulness whenNAFTA will be
extended to other countries ofthe continent. Perhaps, that
will occur when the time comes to look for a structure for

a free trade area in the Americas, in observance with the
commitments agreed at the 1994 MiamiSummitof the
Americas.

III. Towards a Free Trade Area for all the Americas

in the Year 2005

The Miami Summit held in December 1994 was the result

of a worldwide movement to liberalize trade which took

place within a panorama of important changes on the

130 CIENCIA EROO SUM

internationalscene (see 1).Furthermore, both the econo
mictrends andtheinternational changes shouldbeanalysed
fortwo reasons. First, theyexplain Canada's objectives and
policies regarding afree trade area for the threeAmericas
(see 2). Second, they determine to a certain degree the
structure of the future instrument which would give a le
gal form to the freetradezone (see 3).

1. International Context

At the international level, theMiamiSummittook place in
answer to a movement of international trade liberalization

which was initiated attheUruguay Roundnegotiations in
PuntadelEste onSeptember20,1986. Some 116 countries
tookpart, including almost all theLatin American natipns.
TheseLatinAmerican countries decided to participare in
theUruguay Round; abandoning theprotectionist system
ofsubstitution of importswhichwas the major cause of
economic deterioration in Latin América in the 80's. The

Latin American countries decided to adopt theGATT free
trade system which in47 years hadmultiplied thevolume
ofworld trade by13 times. Thenegotiations, which were
to finish in1990 according to the Ministerial Declaration
ofPuntadel Este, werefarfrom being concluded in 1993
due to serious difficulties, particularly in the field of
agriculture. Finally, the Agreement was signed inMarrakesh
April14,1994. Thenew GATT entered intoforcé under
thedenomination oftheWorldTradeOrganization (WTO)
on January Ist, 1995.

Meanwhile, a regional trade liberalization movement
developed. On onehand, it favoured thestrengthening of
existing blocs, such as theEuropean UniónwiththeTreaty
ofMasstricht in 1992, theAsian Block (asean/APEC) and
the Canada-United States FreeTradeAgreement in 1989,
NAFTA in 1994, the Bush Initiative for the Americas in
1990 whichgave anew Ímpetus to theexisting free trade
zones in Latin-America and the Caribbean (Central-
American Common Market, CARICOM and the Andino
Pact). On the other hand,this movement stimulated the
creation ofnew groups such asthe G3 (México, Venezue
la and Colombia in 1995) and MERCOSUR (Argentina,
Brazil, Paraguay and Uruguay in 1991).

The Malta Meeting of then Presidents Bush and
Gorbachevin 1989 markedtheendofthecoldwarresultir^
intheunification ofGermany, peace in Afghanistan, the
incorporation ofGanada intheOrganisation ofAmerican
States (which occurred in 1990), the dismemberment of
the Soviet Unión and the conversión of the United States'

economyfrom aneconomyofwarto aneconomy ofpeace
obliging theUnited States to depend more ontheexport
of goodsandservices.

In this international political andcommercial context,
what are Canada'sobjectives vis-á-vis such afreetrade
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anea, and what ace tlie policies it wülimplementto attain
theix goals?

2. Canadian Objectives
Canada's objectivesaie to extend its maiket and to ensuie

multilateialisni fot the benefit of all membexs countdes.

a) Extensión of the market
As we have seen above. Cañada is an expoxting countiy
wheie oneof thxee jobsdependsonexpotts. Consequendy,
Ganada needs to expand towards new madkets. From a

Canadian petspective. Latín América (Including México)
lepxesents a maxket of 500 miUion consuméis. Altíioug^
tbexe has been a 111% inciease, as a S year peicentage
change from 1992, in expoxts to Latín American, this
amount repiesents less than 5% of Canada's totalmaiket.
Latín América, theiefoie, lepiesents fot a substantial
potentialmaiket oppoitunity fot Cañada.Cañada,as well,
is an impoitant potential maiket fot Latin Ameiica.
Thetefote, incxeased tiade between them lepiesents an
inteiesting oppoitunity to diveisify theii expoit maxkets-,
espedaUy considenng that at piesent;Cañadaexpoits moxe
than 80%of its pioducts and seivicesto tíieUnitedStates,
and Latín-Amenca expoits 40% of its pioducts to the
United States.

The unidiiectíonal concentiatíon of tiade of the two

maxkets towards the United States is a sound leason to

stiivefoilegallygqaxanteedfme access to the U.S. maxket
Neveitheless, it is equally impoitant to discouiage the
unipolaxixation ofthe continent aspeíthe Americanmodd
of the "hub and spoke". Theiefoie, the second Canadian
objective sought in a ficee tiade 2one foi the Amedcas is to
xeject unipolaiism and to instítutíonalize multilatexalism.

b) The Institutionalization of multílateralism
Cañada, a faithfiil defendex of the miiltílateial &ee tiade

since the cieatíon of GATT, has pexsisted in its effoits to
achieve atiilatexalFieeTxade AgieementinNoith Amexica
which could látex be txansfoxmed into a multilateial

agieement using the accessiondause In this vein.Cañada
has used its diplomatic influence to convince Chile and
the United States to woik towards the buflding of a fiee
tiade axea of the Ameiicas.

The United States, howevei^ manifested its intention to

foUow the bilateialism loute sigoing a Fiee Txade Agiee
ment with Chile, in spite of the NAFTA accession dause.

In theend,Canadian d^omatic piessuieshad apositive
eífect and at the Decembei 1994MiamiSummit,Cañada,
the United States and México announced, in the woids of

Pdme MinisteiJean Chxétien, that "the thxee fiiends axe
nowfoui" indicating theixintentionto initiats conveisations
wilh Chilefox its possible accession to NAFTA.

HE AmeiiieAN Continent: Th

3. In Search of a Legal Structure for the Free Trade
Arca of the Americas

NAFTA wasthe fixst economic integxatíon framewoxk tbat
Cañada and the United States have cieated with a Latin

Americancountiy.It washoped to be used foxthe fuithex
integiatíon of othexLatin American countxies, foiexample
Chile. It lemains to be seen what stiuctuxe wül be chosen

by the 34 countxies of the Americas fox the Fxee Trade
Axea of the Americas.

a) NAFTA as a firamework for the economic
integration of Chile and the Americas
Repxesentatíves of the NAFTA countdes met with Chilean
negotiatoxs in Toxonto on June 7,1995 to begjn negotía-
tíons fox the accession of Chile to NAFTA as a dixect xesult

of the Miami Summit. A second meeting was héld in
MéxicoCüy in'August 1995.

Unfoitunately, Chile halted negotiatíons, not wishing to
contimie untñ the Ptesident of the UnitedStates of Amexica

couldobtainthe«FastTxad0»mandatefi:omCongcess. This
authodtywouldaUow the Pxesident to negotiate hcee txade
agxeements and to pxesent them to Congxess in a foxm
that is eithei accepted ox xejected in bloc. Ví^thout this
authoxity, Congxess has thepowex to acceptandxqectpaxts
of the agxeements at wül.

Chile did not wish to face that dsk considexing the
hostility of the congxessional xepublican majoxity towards
Pxesident Clinton and its deax opposition of Chfle's
accession to impoitantNAFTAdauses,paxticulady the dis
pute xesolution dauses and the paialld agxeements on
laboui and envixonment.

Chüe's feais wexe weQ founded; Pxesident Clinton did
not obtainFastTiackauthodty hcom Congxess befoiethe
end of his jBxst mándate. As a lesult, the quaddlatexal
negotiatíons weiestalled. Cañada andChüe, fox theix pait,
feltthat theintexnal politicalpioblemsof the UnitedStates
were notenoughof a xeason tosu^endn^otiatíons com-
pletdy.The two countdes dedded to contimie discussions
vía abilatexal xoute, using NAFTA andthepaialldaccoxds
asthebasefox theix talks. AsMexko had alxeady signed a
bilatexal agxeement withChüe in the xecent past, it sawno
immediate necessity to jointhe negotíatinns, The bilah^l
Canada-Chüe Fxee Txade Agieement was wdtten in a
NAFTA compatible foim so asit allow itspossible integxa
tíon into NAFTA.

Thebilateial Canada-Chflenegotiatíons beganinjanuaiy
1996. The United States and México weie legulady
consdtedastothecontentof then^otjations.BothCañada
andChüe consideied this agieement to be a piepaiatoxy
exexcise fox Chüe's accession to NAFTAlathex than a sim

ple büateial agieement
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The bilateral Canada-Chile FreeTrade Agreement was
signad on November 18, 1996 and carne into forcé on
February Ist, 1997. It issimilarto NAFTA except in the
areas of anti-dumping and countervailing matters and
foreign investments.

In the meantime and in spiteof greatefforts, re-elected
President Bill Clinton was not able to obtain the Con-

gressional mándateto negotiate afree trade agreement in
November, 1997. The Canada-Chile Agreement, therefore,
remains a bilateral agreement for the time being.

The MiamiSummit, however, proposedanother route
for the creation of a free trade zone in the Americas: the

creation of the Free Trade Areaof the Americas (fTAA).

b)Towards the Creation of a FreeTrade Area of the
Americas (fTAA)
The main objective ofúitDecUration ofPrincipies, which
was adoptedby the 34countries who participated at the
Miami Summit, is the creation of aFree Trade Area of the

Americas. Certain measures wereproposed in order to
achieve this objective, suchas theprogressive elimination
oftrade barriers between the different countries in the areas

of goods, services and investments.
TheDeclaration ofPrincipies did notcreate alegal structure.

The Declarationonly mentions that the structureshould
becompatible with GATT/WTO principiesand be based
on the different agreements and economic integration
structures that already exist on the continent. Two
complementary methods could beusedto that end.

The first method would beimprove, reinforceandto
closely follow the foundations ofthedifferent existing sub-
regionalagreements. This would allow the extensión of
free trade on the continent while respecting the GATT/
WTO principies andperhaps allowing usto gobeyond them.
These sub-regional agreements would continué to respond
to thespecific needs oftheparticular región to which they
wereadapted; therefore, allowing acertainleeway based
on the level of economic development of each country.
The second method is the creation of a Free Trade Area of

the Americas where rules should be created from common

principies found inexistingsub-regional agreements, greatly
facilitating the possibility oftheaccession ofthedifferent
countries. Consequently, the Free Trade Area of the
Americas would constitute an effective trade unión treaty
between all countries ofthe continent. This multilateral

«umbrella agreement» is supposed to take form around
theyear2005 according to thetimeframe established in
theDeclarationofPrináples.

Considering that allofthecountries of the continentare
members of the WTO, this«umbrella agreement» would
notbe ofparticular interest except ifitwere to go beyond
the GATT principies. Otherwise, itwould only be arestate-
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mentofthatwhich already exists. At present, NAFTA is the
most advanced free trade agreement in such areas as;
investments, services and government procurement.
However, these new NAFTA rules wouldmost probably be
difficult to apply in manyLatinAmericanandCaribbean
countriesgiven the different levels of development. In the
end, the common denominator which should be used in

the constitutive agreement of the FTAA should be an
intersectionof the GATT/WTO and NAFTA obligations.

ThtAction Planwhich isannexedto the Declaration of
Principiesforesees thatthecommon denominator agreement
should include, at the mínimum, the followingsectors:
market access of goods andservices, agriculture, govern
ment subsidies, investments, intellectual property, go
vernment procurement, technical norms, safeguards, rules
of origin, anti-dumping and countervailingduty matters,
sanitary andphyto-sanitary normsanddispute resolution.
This list indicates to some degree the scopeof the new
Free Trade Area of the Americas.

Different workgroups have already been created inorder
to formúlate rules compatible with the different existing
sub-regional agreements. The groups began their
preparatory works after theMinisterial Meetings inDenver
(1995) and Cartagena(1996) which followed the Miami
Summit. Two other meetings took place, oneinBrazil in
1997 and another in Costa Rica in 1998. The different

groups received technical assistance from: the Inter-
AmericanDevelopmentBank (IADB), for market access
and ruleof origin issues, the United Nations Economic
Commission forLatin América andtheCaribbean (eclac),
forproblems ofdeveloping nations andtheTrade Unitof
the Organisationof AmericanStates,for allother issues.

The preparatory works of the various groups are
supposed to be sufficiently advanced byApril 1998 toallow
the 34 leaders of the Americas to meet for the 2nd Summit

oftheAmericas inSantiago, Chile. Formal negotiations
for the creation of aFree Trade Area of the Americas will

be launched atthat time inorder to be concluded bythe
2005 deadline.

Will the United States' lack of negotiating mándate
endanger this project ormodify theproposed schedule.^ It
is obvious that interest in NAFTA will diminish considerably
with the absence ofsuch an important partner as the United
States who alone accounts for 40% of all Latin American

exports.

The internal political crisis surrounding President
Clinton's difficulties in obtaining the free trade agreement
negotiating mándate from Congress could be seen as a
questionof political challenges betweenthe democratic
president and the republican majority Congress. It is hoped
thatonce thecrisis has passed, theUnited States will once
again be guided by its national interest. This interest is



The Future Free Trade

linked with marketdevelopment andfree tradebecause
1/3 of the economic growth of the UnitedStates, in the
pastfew years, isdependanton exports. Recent events in
the Asían market should also convince the United States

to lookto theAmerican markets more closely as trading
partners.

This state of affairs should make Canadian politico-
economists optimistic. On the basis ofthepositive results
of the Miami Summit and of the high credibility it has
acquired with itsnewLatinAmerican partners, Ganada
should continué to work towards the creation of a Free

Trade Area oftheAmericas. Inthisregard, Ganada should
play therole ofcatalyst soas to insure thatthepresent free
trade momentum and the hope of socio-economic
development on thecontinent not belost. Thishopeisin
fact the linchpin for long-term political stability and
democracy inseveral countries ofthecontinent.

In preparation for the 2nd Summitof the Americas,
Ganada should encourage theUnitedStates to particípate
full andactively, as well as toobtain «Fast track» negotiating
authority from Gongress. Afterall, theUnited States did
not have thisauthorityat the beginning oftheUruguay
Round negotiations. Itwas onlyonce thenegotiations were
underway thattheGongressional accord was given. There-
fore, in the context of the Free Trade Areaof the Americas,
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there is still hope upuntil theyear2005. Nevertheless, one
must bewary oftherisk that thepolitical crisis intheUnited
States does not have ahampering effect or cause incertain
parties to question theworks already undertaken forthe
creation of the Free Trade Area of the Americas,

Gonclusion

Free Trade isunder^oing rapid evolution andexpansión
in different regions of the Americas. Nevertheless, it is
still necessary to create new instruments and to continué
theworkundertaken to date intheWestern Hemisphere.
It ishoped that the need for economic development will
sustain the political will required to finish the task
particularly at the 2nd Summit of the Americas. As a
member ofthe Organisation ofAmerican States since the
end oftheGold "War (1990), Ganada has made apriority of
itsintemational tradepolicy. It continúes to try tostimulate
the trade liberalization movement and has shared the

benefits ofitsexperience inthisdomain, particularly with
regards to theUnitedStates,withothercountries. Itwould,
in fact, be favourable for the economic and social
prosperity of the continent and the maintenance of
political stability to reach afree trade structurefor all the
Americas bytheyear 2005. É

I Concurso Estatal de

Tecnologías para
la Vivienda de México

De! 29 de abril al 16 de octubre de 1998

00

Objetivo
Apoyar la investigación y desarrollo, el escalamiento industrial, la comer
cialización y aplicación de tecnologías para la edificación de vivienda en la
República Mexicana, que disminuyan tiempos e incrementen la calidad en su
construcción.

Categorías
Categoría A. Tecnologías comer- Categoría C. Tecnologías de ba-

cializadas con aplicación en la vivienda jos requerimientos de capacitación de
de uno a dos niveles, que ya hayan sido
probadas en la edificación y/o en desa
rrollos habitacionales.

Categoría B. Tecnologías comer
cializadas, con aplicación en la vivienda
de más de dos niveles, que ya hayan sido
probadas en la edificación y/o en desa
rrollos habitacionales.

manode obra, herramientasligerasy com
ponentes maniobrables para su aplicación
en la vivienda por autoconstrucción.

Categoría D. Tecnologías que no
estén industrializadas ni comercializadas,
que se eneuentren en fase de ínvestigaeión
y desarrollo,siempre ycuandocuentencon
un prototipo o modelo, total o parcial y
con información técnica documentada.

Inscripción y registro: del 15 de mayo al 17 de agosto de 1998.

Informes

DelegaciónSEDESOL
Portal Madero No. 216

Edificio Monroy 2" piso
Centro. CP 50000

Toluca, México.
Teléfonos; (72) 15 84 21 y

14 47 49.

fax (72) 14 29 96.

Coordinación General de

Conccrtacióny Promoción
de la SEDESOL.

Av. Constituyentes No. 947
Edificio C, planta baja

Col. Belén de las Flores

Del. Alvaro Obregón
CP 01110

México, DF
Teléfonos:(5) 271 28 36 y 629 99 10

ext. 3349, 3353 y 3356

Fax: (5) 271 06 98 y 271 26 28.
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