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Virginia Port Authority

Fast-Track
Authority:
Issues for

U.S. Agriculture

global proliferation of trade
A agreements is having an increas

ing impact on U.S. and world
trade patterns. In the past decade, the |
negotiated 20 multilateral, 2 plurilateral,
and over 180 bilateral trade agreementg
Of these, one-fourth directly affect U.S.
agricultural interests. The effects range
from multilateral reductions in trade dis-
tortions such as export subsidies, impor
tariffs, and domestic support, to increast
U.S. access to a specific foreign market
for a specific product—e.g., beef in Japa

U.S. agriculture is increasingly linked to
the rest of the world. Production is grow|
ing more rapidly than domestic consum
tion, and the value of U.S. products sold
to foreign markets has risen three times

fast as domestic sales. Increasing acces

to foreign markets, through reductions ir
foreign trade barriers and trade-distortin
policies, will be essential for a profitable
and growing agricultural sector. Compre|

J.

matters (e.g., sanitary and phytosanitary
restrictions, agricultural subsidies,
antidumping and countervailing duties,
and government procurement or supply
management). U.S. ability to credibly
and effectively negotiate such treaties
will require some form of “fast track
authority.”

Fast-track authority explicitly enables th
President to submit a trade agreement
with implementing legislation for con-
gressional approval under special, expe
dited procedures. Congress retains the
right of final approval of the agreement
and of the implementing legislation that
makes necessary changes in Federal I3

Under past fast-track procedures, the
President could submit to Congress the
text of a trade agreement with one or
more foreign nations, along with draft
implementing legislation to make any
“necessary and appropriate” changes in

Fast track is intended to strengthen the
President’s negotiating authority and cred-
ibility by reassuring foreign trading part-
ners that implementation of agreements
will be considered expeditiously by
Congress and not be subjected to changes
that would force a return to the bargaining
table. The negotiators of most other
nations have the authority to make bind-

H ing commitments for their countries.

In the past, fast-track authority has stipu-

- lated general and specific negotiating
objectives for the U.S. and included such
requirements as advance notification of
Congress and advance consultations with

wrelevant House and Senate committees
before an agreement could be concluded.
Lawmakers, in effect, used these consulta-
tive requirements as informal legislative
markups to address, in advance, the vari-
ous policy issues that otherwise might be
debated during enactment of the imple-
menting legislation.

U.S. laws. Congress then had a maximym

of 60 legislative days (90 for legislation
involving revenue) to approve or disap-
prove the complete package, with no
amendments permitted. The most recen
fast-track authority expired 3 years ago
after approval of implementing legislatio
for the Uruguay Round agreements.

Not all U.S. initiatives to reduce trade dis-
tortions and gain increased access to for-
eign markets require fast-track authority.
t The President can negotiate, without prior
congressional approval, executive agree-
nments with foreign nations, although
Congress must be notified of the intent.

S.

Congress has also granted authority,

. Several Major Importers Still Impose High Tariffs

Country/product Tariff rate, Country/product Tariff rate,
year 2000 year 2000
[ Percent Percent
2C European Union Japan
Beef 151.9 Beef 38.5
ar  Milled rice 185.2 Cheese 29.8
Wheat 102.5 Orange juice 2585
Butter 218.3 Wheat 359.5
White sugar 165.7 White sugar 277.2
D- Poland Canada
Butter 102.4 Wheat! 76.5
¢ Beef 103.7 Butter 298.7
sc Wheat 91.6 Chicken 238.3
Switzerland Korea
9 Wheat 406.0 Beef? 41.2
Butter 732.9
i Beef 118.7

hensively addressing remaining agricul-
tural trade issues will require multilateral

tariff trade barriers and related regulato

1. Tariff level for nondurum wheat. 2. Tariff rate for 2001

. o . Sources: Foreign Agricultural Service and Economic Research Service, USDA; Josling,Tim, Stefan
and regional negotiations addressing NAN Tangermann, and T.K. Warley, Agriculture in the GATT: Past, Present and Future (London: MacMillan, 1996).

Economic Research Service, USDA
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through leislation, to the Seatary of . et
Agriculture to ensu U.S, food saéty Agricultural Trade Issues for Future Negotiations
including neotiating with foreign govem-
ments theules gveming inspections

of agricultural products and fcessing
procedues.

High taiiffs. High taiffs in impoting counties impede #@de ly reducing the hility
of lower cost poduces in epotting ndions to competeln some casesariffs ae
high enough to completekhut exporters out of makets.The Uuguay Round
Agreement om\griculture geneally required govemments to covert nontaiff bar
riers to taiffs, but ladked stong guidelinesdr est&lishing the taiff rates. Mary
counties set taffs & very high or pohibitive levels. Futher eductions in taff
rates will increase maet accessdr U.S. goods.

The Ofice of the US. Trade Reresen-
tative (USTR) also has authtyrto pursue
unfair trade pactices andemedies and to
enter into tade greements thawill bene
fit U.S. trade although ag agreements
requiing changes in Fedeal law require
congessional pproval. The Secetary of
Agriculture and USTR hae efectively
used their authdies to ngotiate trade
agreements imolving food saéty and the
removal of unfair bariers in specit for-
eign makets.

Tariff-rate quotas (TR@). To administer ma&et access commitments madeidgr
the URS Agreement om\griculture, mary counties hae estalishedTRQ’s, which
allow specifc quantities of psducts to be impdéed & zero or lov tariff rates. But
there ae a \aiety of ways to allocée quotassome moe trade distaiing than oth

ers, and theVTO guidelines a not pecise Small quota quantities and high duties
for out-of-quota amounts—quantitielsaee the quota limits—ééctively cgp U.S.
exportts, and estictive methods of administeg TRQ's also impede &de

Reneved mnultilateral trade ngotiations could inceaselRQ’s to allav greaer

imports and could eshkéish rules th& ensue TRQ’s will be administexd in a moe

. i ) transpagnt, predictdle manner
Fam trade initidives negotiated bilderal-

ly by the US. tha did not equire dangs
in Fedeal law hare adieved signifcant
trade @ins ly enhancing m&et access
through eductions in both téif and non
tanff bariers. Estiméed US. net am

export gains flom eight sub agreements . . - . .
im%lerr?eéted in th(lagelg(r fggaogs amount Domestic suppdr Domestic policies theencouage production of speci€

ed to dout $3.3 billion ky 1996.The US. commodi@ies distc_lrtrade Policies_ tha indirectly suppot agricu!tural produces,
can contiie without &st-tadk authoity sud as disasteretief, selected an_ronmental pmgrams,and egional and ural

to negotiate directly with trading pamers d_e/e_lo_pment pograms,can als_o dlstmrproductl_on and_ade The tiade greement
to lower specii high taiff and/or tebni- disciplines on output-enhancingopiucer subsidies adikely to be contversial in

cal bariers remaining after the Wiguay future neotiations.

Round but is limited in the ange of con ) ) . i . .
cessions it can mak Stee trading Stae trading entgorises (STES) in some of the arld’s major tading

counties monopoliz puchases or sale$he actvities of impoting or eporting
STE's lak transpaeng/ and can be used to disguisetpction or suppdor More rig-
orous disciplines could be imposed on thevites of STES in futue neyotiations.

Expott subsidiesEfficient pioduces do not equite export subsidies to compete as
long as other counts ae not diving them out of maets with subsidied pod-
ucts. Futher ieductions in eport subsidies will likely be a 6cus of the na round

of negotiations.

However, extensie trade greements
requiing changes in Fedeal law have to

be submitted to Comgss br goproval. i . ) ) : ;
Without fast-teck authoity, sud legisla- Sanitaly and plytosanitay (SPS) baiiers. SPS impediments to impsrtha are not

tion would be subject to the noal uncer | based on sound science argk mssessments cagsullt in potectionism disguised
tainties of the Igislative pocessThe as concaets for public health. SPS meass ae inceasingy being used as baers
agreement or implementing bill might not  t0 trade Futther teade ngotiations could incease the anspaeng/ of SPS ules and
come to a ote 4 all, or would be subject |  clarify the standad for scientifc justifications undelying those ules.

to committee anddor amendments tha

might be inconsistent with theee Regional trade ayreementsPreferential tade greements among other couas
ments piovisions and signi€antly delay tha exclude the US. represent a gowing thred to U.S. export prospects. MERCO
action. SUR is inceasing its pesence iWesten Hemispheg trade ASEAN in Asian
trade and an gpanded Ewpean Union in Ewpean tade Chile has signedade
Potential Uses dér agreements with aumber of countes. Regional trade @reements gneally pro-
New Fast-Track Authority vide preferential accessof membes’ exports, making it moe difficult for U.S.

products to compete in these rkeais.
The fast-tiadk process was frst adopted in
the TradeAct of 1974 and has been used

to enact bills to implement aimber of Free-TradeAgreement (1988)nd the Agreement#\ct (1994) which provided

- , North American FeeTradeAgreement implementing lgislation for a pa&age of
Eltzoilgyeogléiﬁwc? msfg%'g nllrr‘:'|gp|v(\a”r:1he:1tﬁ1gg-e (1993) were all enacted undeast-tiack 54 nultilateral and pluilateral egree
islation for the US.-Israel Free-Trade procedues.The most ecent use ofast- ments,undestandingsand ministeial

AreaAgreement (1985)he US.-Canada tradk authoity was the Unguay Round decisions and déarations.



16 Economic Research Service/USDA

Agricultural Outlook/November 1997

World Agriculture & Trade

A new fast-tadk authoity with more lim-
ited neotiating objectves would focus on
broadWorld Trade Oganizaion (WTO)
issues emaining after the Wigugy
Round:taiiff reductionsmarket access,
export subsidiesand domestic suppior

A new fast-tladk authoity would also
extend to egional trade greements and
issues sut as stee trading sanitay and
phytosanitay barriers, and tetinical bari-
ers to tade In adlition, some goups
advocae incoporating ervironmental and
labor concems tha may affect competi
tiveness in @de

The Unuguay Rounds (UR)Agreement
onAgriculture requites tha negotiations
for contiruing the eform process be initi
ated 1 year bebre the end of the imple
mentdion pefod (1995-2000)A new
round of WTO agriculture negpotiations

is sheduled to bgin in late 1999.The
agenda will most lilely cover issues
defined in theAgreement omgriculture,
paticularly those elaing to maket
accessgdomestic supptorand eport
competition. In adition, new issues hae
surfaced with implement@an of the
Agreement om\griculture, suc as taiff-
rate quotas usedylimpotting counties to
administer their mdet access commit
ments. Other issues not elitly addressed
by theAgreement oAgriculture, includ-
ing the use of sta trading entegorises and
technical bariers to tade may be adled
to the negotiating agenda.

Chile and the US. began negotiations for
Chile’s accession to the NbrAmerica
FreeTradeAgreement (MFTA) in 1995,
but talks were suspendedn pat because
Chile wanted the LS. to renev fast-tadk
authoity before discussing Wt it views
as sensitie issues. Meanhile, Chile has
negotiated its avn trade @reements with
several other indvidual counties, includ-
ing Canada and Mo, and with the
Common Maket of the South (MERCO
SUR).As a lesult,U.S. food and gricul-
tural products headedf Chile face taiffs
11 pecent higher than those encouetér
by MERCOSUR countes (Amgentina,
Brazil, Paraguay, Urugugy). Although
Chile is not a major L. trading painer,
its accession to AFTA is consideed a
significant stg@ towvard broader economic
integration in theWesten Hemispheg.

An Example of Remaining Agricultural

Trade Barrier s:

Selected South K orean Market Access Barrier s

State trading State trading

High tariffs Tariff rate quotas with mark-up without mark-up
Pork Chilled & frozen beef Potatoes Onions

Poultry meat Many dairy products Dried beans Garlic

Yogurt Corn Barley & products Peppers
Cheese Barley Rice & products Citrus fruit

Ice cream Soybeans Soybeans (food) Sesame seeds
Nuts Peanuts Peanuts

Candy Dried beans

Pasta Potatoes

Baby food Onions Minim um access quota

Jams, jellies, etc. Garlic Rice & products

Fruit juice Peppers

Fruit, excl. prunes Citrus fruit SPS barrier s on perishab les
Vegetables Citrus juice Onerous inspection procedures

Alcoholic beverages
Protein concentrate

Arbitrary rulemaking process

Economic Research Service, USDA

Formal neyotiations among 34Vesten
Hemisphee ndions for aFreeTradeArea
of theAmeicas (FTAA) are to bgin in
1998.Already more than 30 bilteral and
regional trade greements & opeating in
theWesten Hemispheg, and the US. is
paity to only one—NAFTA. At the same
time, the Euopean Union is discussing &
trade greement with MERCOSURyNd
Japan and China arsending ttde delga-
tions to MERCOSUR couritrs. With the
spread of peferential ggreements tha
exclude the US., competition in these
matkets will become mer difficult for
U.S. exporters.

Many of theAsia and Rcific Rimcoun
tries tha are expeliencing the mostapid

agendas 6r trade libealization in which
the US. and its gricultural comnunity
will have a major stak

In the pastfast-tadk authoity has been
limited to intendional ggreements
focused on &rde and tade policies. Some
interest goups would like fast-tadk
authoity to allow inclusion of ldbor and
ervironmental standds in tade gree
ments.These goups ague tha unfair
labor practices or lax efironmental stan
dards in other couniies would gve them
a competitre adiantage over the US.
Potential economic @jns flom trade
agreements could then be owighed ly
the piospect of US. caital and jobs
being &ported to counies where labor

growth in incomes and consumer demandstandads and evironmental equirments

for U.S. food and &m products belong
with the US,, to theAsia-Pacific
Economic Coopetion forum (APEC).
APEC is seeking to edilish free tade
and irvestment aangements 2010
among membearwith industialized
economies andyb2020 among those with
developing economies.

Sudh an @reement could hee a signii-
cant infuence on US. trade since it
could reduce tade barers for mary U.S.
products sold to theaktest gopwing mar
kets in the wrld. A geneal commitment
to a compehensie areement means thal
agriculture would be intuded as a dy
element. Other alliances in thegion,
notebly theAssocidion of Southeast
Asian Ndions (ASEAN),also hae

are wealer. Corversely, opponents of
including sut issues undeabt-tadk
authoity argue thafast tadk might be
used to érce nav labor and ewironmen
tal reguléions for the US. through
Congess,or to eect unhir bariers to
imports from developing counties.

Trade greements manot be the most
effective way to remed most emiron
mental poblems,since thg are designed
to reform trade policiesnot to povide
disincentves to polluteIntemaional
agreementsdcused on the @ronment
are the peferred although often mar dif-
ficult, method of akieving gains in intef
naional or tansboundar ervironmental
goals.
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The Unfinished Business
Of Trade Libesnlization

Expott makets ae ciitical to U.S. farm
prices anddmers’ prospeity. Domestic
production is inceasing mae rapidly than
consumptionyith U.S. agricultural
exports gowing three times asafst as
domestic demandf food Agricultural
exports have lisen flom 18 pecent of
gross &im cash eceipts in 1986 to 30
percent in 1996and the sharis epected
to increase in the futer

With an eficient ayricultural sectorabun-
dant n&ural resouces,and an rcellent
physical and institutional ma&eting infra-
structure, most of US. agriculture can
effectively compete in a libaized world
trade emironment. But @de libealizaion
for agriculture is far from completeU.S.
produces, processas, and eporters con
tinue to fice taiff and nontaff bariers,
unfair trading pacticesand peferential
trading arangements in By maikets
around the world.

Preferential tade greements lie MER-
COSUR in Souttmerica, ASEAN in
Asia, and the Canada-Chileatte gree
ment povide membes peferential access
to ead others makets br a boad ange
of agricultural products.Without similar
accessl.S. produces and suppliex face
constained sales opptumities in some
of the world’s most gnamic egional
maikets.

Stee trading enteprises in some of the
world’s major tading ndions monopolie
sales or puthasesgreaing unfair compe
tition or resticting U.S. access to their
large makets. In a nmber of countes,
agricultural products &ce high impdrtar

iffs, low taiff-rate quotasand/or stte

trading @encies tharesell a high mak-
ups.Agricultural products alsodce sani
tary and plytosanitay bariers based on
guestiondale scientifc standadls.

Successful ébrts to open interational
maikets will contibute to sustaining
export growth. Sut eforts indude ngo-
tiation of trade greements thareduce
taiiffs, address tehnical bariers to tade
sud as sanitarand plytosanitay issues,
curtail the use of tade-distoting domestic
and eport subsidiesand gneally pro-
vide a moe transpagent world maiket.
Expott growth adranced  further liber
alization of ayricultural trade will also
beneit off-farm income earers, taxpay-
ers,and consumer U.S. agricultural
expotts geneete dose to a million jobs,
mary of them of the faim. Reduced &
subsidies dr exports would lower tax lur-
dens. ally, consumes will beneit from
a wider\ariety of available products and
the stimulation of geneal economic
growth.

Despite signitant pogress in opening
markets oer the past seral years,
agriculture remains one of the mostagor
tected and subsidézl sectes of the vorld
econony. Because Ub. agricultural pro-
duces ae among the most competiin
the world, trade distations in ariculture
tha limit access to méets ae a paticu-
larly pressing issueof the US. Although
bilateral trade greements anddde dis
putes pusued under &/TO framavork
by the US. govemment will emain im-
portant means of openingieign makets,
multilateral negotiations thiough the
WTO process & necessgrto compe-
hensvely address issues shas high
taiiffs, export subsidiesand other &mde-
distoiting practices.

If the U.S. leaves it to other n#ons to
form nev trade pacts and vte future
rules br trade U.S. produces, proces
sors, and &porters could be Ba major
disadriantagye in the competitie maket
place of the 21st centurFor the US. to
contirue to ply a major ole in witing
the wles of intenational ayricultural
trade it will need to paticipate in these
negotiations. Rast-tad authoity would
increase the &éctivenessefficiengy, and
speed of sut neyotiations.

Ronald G Trostle (202) 694-5280
rtrostle@econ.ggov
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