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1. Country profile

1.1  Brief History
Britain's American colonies broke with the mother country in 1776 and were recognized as the new nation of the United States of America following the Treaty of Paris in 1783. During the 19th and 20th centuries, 37 new states were added to the original 13 as the nation expanded across the North American continent and acquired a number of overseas possessions. The two most traumatic experiences in the nation's history were the Civil War (1861-65) and the Great Depression of the 1930s. Buoyed by victories in World Wars I and II and the end of the Cold War in 1991, the US remains the world's most powerful nation state. The economy is marked by steady growth, low unemployment and inflation, and rapid advances in technology.
1.2  Population
The United States is the third most populous country in the world following China and India. The U.S. population, currently more than 300 million (Nov. 2006 - 300,176,035), is growing by about 2.5 million people each year (Of that, immigration contributes over one million people to the U.S. population annually.) and the population growth rate is 0.91% per year (2006 est.), making the United States one of the world's fastest-growing industrialized nations. 
Using the Census Bureau's medium projections, U.S. population will grow to 394 million by the year 2050 

Along its coasts, where nearly half the population lives, the U.S. is among the more densely populated countries in the world. The Northeast averages 767 people per square mile, while Haiti, for comparison, has 580.
The following is a brief demography data which indicated the composition of gender and age (2006 est.).

	Age structure
	% of Total 
	Male
	Female

	0-14 years
	20.4%
	31,095,847
	29,715,872

	15-64 years
	67.1%
	100,022,845
	100,413,484

	65 years and over
	12.5%
	15,542,288
	21,653,879


· Ethnic groups: white 81.7%, black 12.9%, Asian 4.2%, Amerindian and Alaska native 1%, native Hawaiian and other Pacific islander 0.2% (2003 est.)
· Religions: Protestant 52%, Roman Catholic 24%, Mormon 2%, Jewish 1%, Muslim 1%, other 10%, none 10% (2002 est.). 

· Languages: English 82.1%, Spanish 10.7%, other Indo-European 3.8%, Asian and Pacific island 2.7%, other 0.7% (2000 census).
1.3  Geography
· Map of Country:
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· Location: North America, bordering both the North Atlantic Ocean and the North Pacific Ocean, between Canada and Mexico. Forty-nine states in the United States (all except Hawaii) lie on the North American continent; 48 of these (all except Alaska and Hawaii) are contiguous and form the continental United States.
· The United States shares land borders with Canada (8,893 km, including 2,477 km with Alaska) and Mexico (3,141 km), and water borders with Russia and the Bahamas (12,034 km in total).

· Area: The U.S. is the world's third largest country (by total area) after Russia and Canada. Total U.S. area is 3,718,711 square miles (9,631,418 km²), of which land is 3,537,438 square miles (9,161,923 km²) and water is 181,273 square miles (469,495 km²). Coastline is19, 924 km. 

· About one-half the size of Russia; about three-tenths the size of Africa; about one-half the size of South America (or slightly larger than Brazil); slightly larger than China; about two and one-half times the size of the European Union.

· Capital City: Washington, District of Columbia.
· Main Cities of US: New York, Los Angeles, Chicago, Houston, San Francisco.
1.4 Politics
Politics of the US takes place in a framework of a federal presidential representative democratic republic, whereby the President of the United States is both head of state and head of government, and of a two-party legislative and electoral system. The national government shares sovereignty with the 50 states governments, with the Supreme Court balancing the rights of each. Federal court system based on English common law; each state has its own unique legal system, of which all but one (Louisiana's) is based on English common law.
1.5  Economy 
The United States has the largest national economy in the world, with a GDP for 2006 of 13.3 trillion dollars and a per capita GDP of $43,500. Annual GDP Growth in 2006 is 3.5%.
The U.S.A. is a world leader in numerous activity sectors. Though agriculture contributes only 1% at the GDP it produces 60% of the world's agricultural production benefiting from huge subsidies. It is the largest producer of cheese, corn, soybeans, and tobacco in the world. It is also the world's leading exporter of wheat and corn, and ranks third in rice exports. The industrial sector contributes nearly 20% to GDP. The USA is the world's largest producer of liquid natural gas, aluminum, sulfur, phosphates, and salt.
Since 1975, practically all the gains in household income have gone to the top 20% of households. The response to the terrorist attacks of September 11, 2001 showed the remarkable resilience of the economy. The war in March-April 2003 between a US-led coalition and Iraq, and the subsequent occupation of Iraq, required major shifts in national resources to the military. The rise in GDP in 2004-06 was under girded by substantial gains in labor productivity. Hurricane Katrina caused extensive damage in the Gulf Coast region in August 2005, but had a small impact on overall GDP growth for the year. Soaring oil prices in 2005 and 2006 threatened inflation and unemployment, yet the economy continued to grow through year-end 2006. The unemployment rate is showing a downward trend and is estimated at 4.6% in 2006 (as compared to 6% in 2003).
The USA achieves 30% of their external trade through NAFTA countries (North American Free Trade Agreement) and 20% through the European Union. USA's top three export partners are: Canada 23.4%, Mexico 13.3% and Japan 6.1%. Its top three top import partners are: Canada 16.9%, China 15% and Mexico 10%. The goods mainly exported are machinery, electric & electronic equipment, vehicles, optical & measuring instruments, aircrafts & their parts. The country mainly imports mineral fuels & oils, machinery & electric equipment, vehicles and chemicals. The USA is encouraging imports from low cost countries like China (now its third largest trade partner).
As of 2006, the gross external debt was nearly $9 trillion dollars or 64% of GDP, which is comparable to other industrial nations. The national debt or the amount of the cumulative government deficits and interest, in 2005 was 64.7% of GDP, also similar to the amount in other large market driven economies.
The Basic economy indicator is as following:
	Basic Economic Facts

	GDP
	$13.3 trillion (September 2006)

	per capita GDP
	$43,500

	Annual GDP Growth
	3.5% (2006)

	Inflation Rate
	3.4% (September 2006)

	Labor force
	151 million (includes unemployed) September 2006

	Unemployment Rate
	4.6% (September 2006)

	Major Industries
	Leading industrial power in the world, highly diversified and technologically advanced; petroleum, steel, motor vehicles, aerospace, telecommunications, chemicals, electronics, food processing, consumer goods, lumber, mining


	Major Trading Partners
	The US is a global trader with global markets. Its main trading partners are Canada, Mexico and China.

	Exports
	$0.9 trillion (2006)

	Exports - commodities
	capital goods, automobiles, industrial supplies and raw materials, consumer goods, agricultural products

	Imports
	$1.5 trillion (2006)

	Imports - commodities
	crude oil and refined petroleum products, machinery, automobiles, consumer goods, industrial raw materials, food and beverages

	Debt - external
	$9,320 trillion (September 2005)


1.6  International Organizations
The US participates in International Organization quite actively. US memberships include, the Inter-American Development Bank (IADB), the European Bank for Reconstruction and Development (EBRD), the Group of 8 (G-8), the International Labor Organization (ILO), the International Monetary Fund (IMF), the North Atlantic Treaty Organization (NATO), , the North American Free Trade Agreement (NAFTA), the Organization for the Prohibition of Chemical Weapons (OPCW), the Organization for Economic Cooperation and Development , the United Nations (UN), the World Health Organization (WHO) and the World Trade Organization (WTO).

1.7  Global Rankings
The United States ranks 8 in the Human development index, 20 in the corruption index in 2006 and it ranks in the 6th place for the global competitiveness index with a score of 5.61 after Singapore (5.63) 2006-2007.
2. The U.S. Position at Doha Round

2.1 Background

The World Trade Organization (WTO) is the principal international organization governing world trade. It has 150 member countries, representing over 95% of world trade. It was established in 1995 as a successor institution to the General Agreement on Tariffs and Trade (GATT).  The United States was an original signatory to the GATT and a leading proponent of the GATT’s free-market principles. It continues to be among the countries urging further discussions on opening markets to trade. Although decisions in the WTO are by consensus, the United States has a highly influential role in the WTO, because it is the largest trader in the world.

2.2 US trade policy

US Trade Policy advances economic prosperity by increasing trade through the opening of overseas markets and freeing the flow of goods, services, and capital. The goals are to: 

· Expand open market approaches to trade; 

· Expand the scope of multilateral trade regimes and development of international rules and standards; 

· Enforce rules and agreements to reduce and eliminate foreign trade barriers, increase transparency, and strengthen the rule of law; 

· Combat foreign competitive practices that impede U.S. access to markets in areas such as standards, barriers related to animal or plant health, tied foreign aid, and corruption; 

· Expand business opportunities for U.S. agricultural producers and processors; 

· Promote U.S. trade interests within the World Trade Organization (WTO) and regional trade organizations such as the Asia-Pacific Economic Cooperation (APEC), the North American Free Trade Agreement Secretariat (NAFTA), and the Free Trade Area of the Americas (FTAA);

· Promote bilateral trade and resolve specific issues that impede such trade; and 

· Facilitate U.S. trade policy development 

2.3 US Participation in the WTO

The United States has continued to be one of the key participants in all areas of WTO activity, including the launch of global trade negotiations in Doha in November 2001.

The Doha Round aims to continue the liberalization of global trade with the purpose of increasing economic growth in the developing world. The most contentious issues on the agenda are agricultural subsidies, tariffs on non-agricultural products, intellectual property protection, and reform of the practice of anti-dumping. As of 2006, talks have stalled over a divide between the developed nations led by the European Union, the United States and Japan and the major developing countries (represented by the G20 developing nations), led and represented mainly, however, by India, Brazil, China and South Africa.

 The Doha Round will be successful if reciprocal concessions are offered and accepted by all members. If the developed world fails to address agricultural subsidies in a way that satisfies the developing world, or, alternatively, if the developing world does not make reasonable concessions on increasing access to its markets, then the Doha Round will fail.

Ensuring the success of the Doha Round can and should be an integral part of U.S. efforts not only to improve economic growth around the world, but also to reduce poverty, fight terrorism, and stem the spread of HIV/AIDS.

2.4 The Doha Agenda 

Market Access: agriculture, services, non-agricultural market access (NAMA).
Development Issues: access to patented medicines, special and differential (S&D) treatment, implementation issues. 

Trade Facilitation 

WTO Rules: rules negotiations, dispute settlement, environment.
The most contentious issues on the agenda for the Doha Round of WTO negotiations include the following:

1. Agricultural Subsidies:

Current export subsidies and domestic support for agricultural goods in the developed world (mainly the U.S., EU, and Japan) keep world agricultural prices low, preventing agricultural workers in the developing world from being able to compete on the world market. Reducing these subsidies will help workers in developing countries gain access to the world market and sell their goods at higher prices, resulting in an increase of their economic well-being. 

The Doha declaration placed particular emphasis on correcting distortions that have effectively barred poor, rural nations from a share in world agricultural markets. Many developing countries have a comparative advantage in delivering farm goods to market, and seek a sharp reduction in rich-country trade barriers on agricultural goods, as well as textile and apparel tariffs. 

As part of a grand bargain, rich countries want to increase their access to non-agricultural manufacturing and service sectors in robust developing countries like China, India, and Brazil. They are especially eager to capitalize on their strong financial, transportation, and telecommunications services. A much-cited World Bank study says the abolition of agricultural tariffs and subsidies would increase global exports by nearly $300 billion per year by 2015. These kinds of targeted trade liberalizations could help lift many states out of poverty.
U.S. Proposal for Reform in Global Agriculture Trade:
Stage 1: Substantial reductions of trade-distorting support measures and tariffs, along with the elimination of export subsidies, to be phased-in over a five year period. 

Stage 2: An additional five year phase-in period that delivers the elimination of remaining trade-distorting subsidies and tariffs in agriculture

The United States offered to cut its agricultural subsidies by an average of more than 50 percent, but conditioned the offer on major market-access proposals from the EU and G-20 states. The EU has offered to cut its tariffs by an average of 40 percent, but it also wants to identify up to 160 of its agricultural products as “sensitive” and preserve tariff protections for them. 

The United States was under pressure from the EU and the G-20 to improve its subsidy reduction offer,( the U.S. will need to limit its farm subsidies to $17 billion from its lowest offer of $22 billion), and EU countries must make cuts in their agricultural tariffs in the vicinity of 54 percent.  

The United States has insisted that it will not improve its offer on domestic subsidy reduction unless the EU improves considerably its market access offer and the G-20 countries show a willingness to open their markets not only to agricultural products but to industrial products and services as well.

But an open embrace from the developing world is highly unlikely if the United States refuses to give up its significant farm subsidies.

Another difficulty is “geographical indications,” or the protection of product names that reflect the original location of the product. An example is the use of “Bordeaux wine” for wines from the Bordeaux region only. Europeans, joined by India and some other countries, want a mandatory registry of geographical indications that would prevent other countries from using the names. The United States and yet other countries refuse to negotiate a mandatory list, but will accept a voluntary list with no enforcement power. The EU says it will not accept an agriculture agreement without a geographical registry.

Leading U.S. congressional figures have said prospects are slim for completing the Doha round before presidential trade-promotion authority expires in July 2007. This authority allows the president to negotiate trade deals without the need for congressional review. Given the rise of protectionist sentiment in general, and particularly since the Democrats retook both houses of Congress in November 2006, some experts say fast track authority is highly unlikely to be renewed. Without it, controversial farm subsidy reforms would need to be passed by both houses of Congress—a tall order. 

2. Non-Agricultural Market Access (NAMA).
The negotiations cover all goods not included in the Agreement on Agriculture. The products are primarily industrial although WTO members are also negotiating on natural resources, including fisheries, forests, gems and minerals. 

Members are engaged in the on-going negotiations on the basis of an approach with two coefficients. The coefficients for developed Members fall generally within the range of 5 to 10, and for developing Members within the range of 15 to 30. Some developing Members have proposed lower coefficients for developed Members and higher coefficients for developing Members, while a developing country coefficient of 10 has been put forward by some developed Members. However, while the discussion of numbers is a positive development, the inescapable reality is that the range of coefficients is wide and reflects the divergence that exists as to Members’ expectations regarding the contributions that their trading partners should be making.
The Swiss formula will be used to reduce tariffs 
Swiss formula:

[image: image4.emf]
Whereby T1 is the new bound tariff, To the initial bound rate and a, a coefficient to be determined.
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Pakistan formally presented a simple Swiss formula with coefficients of 6 for developed countries and 30 for developing countries. Several delegations, including US, complained that 30 was too high, and would not cut developing country tariffs steeply enough. US have made clear that differentiated coefficients would replace rather than complement paragraph 8 flexibilities. This position was rejected by a large number of developing countries.

Special and differential treatment for developing countries
The special and differential treatment flexibilities include the possibility for developing countries to exempt a small number of tariff lines from reductions, or to make less than formula cuts on a higher number of products.

The talks are also seeking to reduce the incidence of non-tariff barriers, which include import licensing, quotas and other quantitative import restrictions, conformity assessment procedures, and technical barriers to trade. The sectoral elimination of tariffs for specific groups has also be forwarded as an area of negotiation.

Both the United States and the EU have favored using sectoral tariff elimination

as an alterative modality for the NAMA negotiations, but negotiations have stalled on which products to cover and the extent of participation (i.e. whether developing countries or LDCs would be able exempt themselves from commitments).

The NAMA talks are being linked more and more to the agricultural talks, with some movement on one becoming increasingly necessary on the other. Developing countries have been unwilling to commit on NAMA without agreement on agriculture, but now some developed countries are tying further agriculture progress to NAMA.
3. Intellectual Property Rights Protection

A major topic at the Doha Ministerial regarded the WTO Agreement on Trade-Related Aspects of Intellectual Property Rights (TRIPS).

Protecting the copyrights and patents of U.S. companies has been an important component of previous U.S. stances on IPR and should continue to be. In the case of patented medicines and treatments for debilitating diseases, particularly HIV/AIDS, developing countries often are too poor to afford these patented products and/or lack the capacity to produce similar products domestically. When this is the case, governments can grant compulsory licenses to sell the patented products at far lower cost. These compulsory licenses harm the financial welfare of the pharmaceutical companies, a strong presence in the U.S., but they also provide a means of treating the sick who otherwise could not afford treatment. As long as it is monitored effectively to prevent the re-exportation of these products by third parties, then the price discrimination resulting from compulsory licensing can be an effective means of protecting U.S. pharmaceutical companies from piracy while at the same time providing medical treatment to those who desperately need it.

4. Reform of WTO Rules on Anti-dumping:

The Doha Round negotiations included an objective of “clarifying and improving disciplines” under the WTO Agreements on Antidumping (AD) and on Subsidies and Countervailing Measures (ASCM).

The United States has primarily been on the defensive in the rules talks. Many countries have attacked the use of antidumping actions by the United States and other developed nations as disguised protectionism. However, many developing countries are now using antidumping actions themselves, which may goad some countries to reexamine the necessity for discipline.

The leading proponents of such changes have been a group of 15 developed and developing countries known as the “Friends of Antidumping” (Brazil, Chile, Colombia, Costa Rica, Hong Kong, Israel, Japan, Mexico, Norway, Singapore, South Korea, Switzerland, Taiwan, Thailand, and Turkey; though not all countries sign onto every proposal). They have made numerous proposals, and in essence their proposals would reduce the incidence and amount of duties. Many of their proposals would require a change in U.S. laws. Although the EU is a major user of trade remedies and not a member of the “Friends” group, it has agreed with some of the group’s proposals. The United States itself has sought some changes in the WTO rules, submitting papers on antidumping proposals on issues such as transparency, foreign practices to circumvent a duty order, and the WTO standard used by dispute panels in reviewing national applications of trade remedy laws. The United States also has submitted proposals on subsidies, such as expanding a list of prohibited subsidies and imposing disciplines on support to sales of natural resources. The United States and the EU support limits on fisheries subsidies, but Japan strongly opposes such limits.

In the U.S., imposing anti-dumping duties is a favored and frequently used trade remedy for domestic import-competing interests. These interests will use considerable political pressure to fight to maintain the anti-dumping rules in their current state.

In the WTO Rules negotiations, US is  committed to defending its trade laws, targeting the unfair trade practices of others, and improving transparency and due process to ensure that all WTO members are following the applicable rules and U.S. exporters are fairly treated when subject to trade remedy proceedings in other countries. 

Other Issues

U.S. Seeks to Expand Trade in Services 
The primary market access objective of the United States is to achieve meaningful liberalization across a broad range of service sectors, with a particular focus on key infrastructure services that will create meaningful new commercial opportunities and significantly expand global services trade. These key services include, but are not limited to, financial, telecommunications, computer, express delivery, distribution and energy services. 

Currently, the United States covers more than 60 percent of services sectors while WTO members average 35 percent coverage.
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Dispute Settlement.

At Doha, trade ministers continued to call for a review of dispute rules. The Ministerial Declaration directed that negotiations be held on improvements and clarifications of the Dispute Settlement Understanding (DSU). They stated that the negotiations should be based on work done so far and on any additional proposals. In early April 2003, the chair of the working group circulated a framework document that included over 50 proposals. There was some dissatisfaction that the document needed more focus. The United States and the EU favored additional reforms that were not a part of the text. For example, the United States has called for open public access to proceedings, and the EU had sought a roster of permanent dispute panelists.

Environment.

The Ministerial Declaration included several provisions on trade and environment. The United States is pushing for rules on fisheries subsidies, and tariff reductions on environmental products.

Beyond Trade: Additional U.S. Assistance to Developing Countries
The United States is deeply committed to helping the world's poor. The U.S. is the world's largest single-country donor of official development assistance, the largest donor of emergency humanitarian relief, the largest donor of private charitable funding, and the World Bank has judged the United States to be the world’s most open major economy to imports from developing countries. 

· The United States nearly doubled its official development assistance to the world’s poor from $10 billion in 2000 to $19 billion in 2004. 
· U.S. citizens give billions more every year through charitable donations, and U.S. NGOs account for the vast majority (62%) of all private institutional grants from OECD countries. 
· Debt relief is another area where the U.S. has taken the lead. With leadership from President Bush, the G-8 countries agreed to cancel 100% of the bilateral and multilateral debt for qualifying Heavily Indebted Poor Countries. 

Congressional Role

Although the executive branch conducts trade negotiations in the WTO, the Congress has constitutional responsibility for regulation of U.S. foreign commerce. As part of this constitutional role, Congress conducts oversight of the negotiations. Oversight might be in the forms of hearings or meetings with executive branch officials. Members often communicate their positions through public statements and letters. They may also act as advisors at trade negotiations. Under legislation on trade promotion authority that was passed in 2002, Congress prescribed trade objectives for U.S. negotiators in the Doha Development Agenda and in other trade negotiations. These objectives give direction to negotiators on U.S. priorities. In the 2002 Act, Congress also outlined requirements that the executive branch must meet, as a condition for expedited procedures for legislation to implement trade agreements, including those reached in the Doha Development Agenda. Among the conditions for expedited legislative procedures, the executive branch must consult with Congress at various stages of the negotiations, notify Congress before taking specified actions, and submit reports as outlined. Expedited procedures would apply to any trade agreement entered into (signed) before July 1, 2005. A two-year extension to that deadline was written in to the 2002 Act if the President requested the extension and Congress did not disapprove it. The President requested the extension on March 30, 2005, and Congress took no action to disapprove it by the June 30, 2005 deadline. Thus any trade agreement will be considered under TPA until June 30, 2007, which has become a de facto deadline for the Doha Round.

2.5 U.S Strategy at Doha

The U.S. has a multilateral strategy to achieve its goals at the Doha Round, given that WTO agreements are made by consensus and bargaining.

Well in advance of the official meetings, the U.S. needs to reach out to developed (G8) countries, mid-level (G20) countries, and the least-developed (G90) countries in order to learn what each bloc hopes to achieve in the round, to build trust between the trade representatives of the U.S. and the other nations, and to garner support for the U.S. position. This engagement with other nations prior to meetings will reduce uncertainty about other nations’ intentions and decrease the likelihood of a setback like the one in Cancun in 2003. 

If the U.S. successfully leads the efforts of the Doha Round, the international community’s confidence in the U.S. as a multilateral actor will be increased, and some of the soft power the U.S. recently lost due to the conflict in Iraq will be restored. 

Any agreement that is reached at the Doha Round must be ratified by the Senate, thus it is imperative that the executive branch agencies work closely with their colleagues on the Hill to ensure Senate approval of the agreement.

2.6 OPTIONS FOR U.S. POSITIONS AT DOHA ROUND

Option 1: Reduce Agricultural Subsidies and Tariffs on Non-Agricultural Goods; Maintain Status Quo on IPR and Anti-dumping

PROS:

· Addresses most immediate concern of developing world (subsidies)

· Opens foreign markets to U.S. exports

· Reciprocity leads to economic gains for both developing and developed nations

· Would remove subsidies from blocking progress on FTAA negotiations

· Domestic import-competing industries want to maintain anti-dumping as a tool

CONS:

· Domestic agricultural interests will lose some economic benefits
Option 2: Reduce Agricultural Subsidies and Tariffs on Non-Agricultural Goods; Improve Monitoring of Compulsory Licenses to Protect IPR; Maintain Status Quo for Antidumping

PROS:

· Same as Option 1

· Improves access to patented medical treatment in the developing world

CONS:

· Domestic agricultural interests and pharmaceutical companies will lose some economic benefits

Option 3: Reduce Agricultural Subsidies and Tariffs on Industrial Goods; Improve Monitoring of Compulsory Licenses to Protect IPR; Reform Anti-dumping Rules

PROS:

· Same as Option 2

CONS:

· Domestic import-competing industries will not allow the Senate to pass an agreement with anti-dumping reform

Option 4: Maintain Status Quo on All Issues

PROS:

· Domestic agricultural interests will continue to benefit from subsidies

CONS:

· Doha Round will fail

· Inefficiencies in developed world will persist

· Agricultural workers in developing world will continue to be unable to compete on the world market

It is imperative that the position of the U.S. at the negotiations is one that can be passed in the Senate, but it must also be one that can be accepted by the international community in multilateral negotiations. The second option is the most likely to be accepted on both the international and domestic level. It is also the best compromise between the desires of the developing and developed nations of the world.

2.7 The Rise in Bilateral Free Trade Agreements
In the absence of a breakthrough in multilateral talks, the Bush administration has pressed ahead with smaller bilateral free trade agreements to secure preferential deals as well as cement ties with strategically important countries in the Middle East, the Pacific Rim, and Latin America. The administration, taking advantage of special authority that allows it to negotiate trade deals without interference from Congress, has secured congressional approval for nearly a dozen such deals, with several others pending. Advocates say the agreements, known as FTAs, help developing state partners lock in reforms and improve their ability to bargain in regional and global talks. They also cite improved trade flows. But critics say such deals undermine attempts to universally reduce trade barriers, and distract the United States and other country negotiators from more important world trade talks, which have greater potential to boost economic growth.

Free trade agreements, many of which are bilateral, are arrangements in which countries give each other preferential treatment in trade, such as eliminating tariffs and other barriers on goods. Each country continues its trade policies, such as tariffs with countries outside the FTA. For example, in the U.S.-Australian FTA, which took effect in 2005, Australia lowered tariffs on most U.S. agricultural and manufactured goods, and the United States lowered tariffs on Australian beef, dairy and other items. 

U.S. trade officials say they want to pursue trade liberalization on multilateral, regional, and bilateral fronts. Experts agree the biggest benefits to the United States come from a more universal deal such as the World Trade Organization's Doha round talks, currently stalled over disagreements on agriculture concessions. 

What impact have FTAs had on the WTO’s Doha trade round?

A core principle of the World Trade Organization is the most-favored nation clause, (MFN) meaning every member faces the lowest tariffs any other member has. Critics say the proliferation of FTAs destroys this principle. But advocates say, on balance, the FTAs have had a positive effect on the Doha round "both in terms of the impact on domestic economic policy in the partner countries and in sort of the political relationships that have been built that make it easier to engage in the type of coalitional politics that make it necessary to build consensus for agreements in the WTO. 

The Doha round is widely seen as failing if a deal is not made by the time Bush's fast-track trade promotion authority expires in the middle of this year, at which time the administration will also lose its ability to negotiate bilateral deals. Experts  say for this reason, the administration may seek an extension of trade promotion authority that could throw a lifeline to Doha.  Given the rise of protectionist sentiment in general, and particularly since the Democrats retook both houses of Congress in November 2006, some experts say fast track authority is highly unlikely to be renewed. 

2.8 Developing countries gains and loses
There are recent projections of different Doha scenarios from the World Bank, UNCTAD, and others to assess the benefits and costs for developing countries. Among their findings:

· All projections of income gains for developing countries as a group are modest, well under one percent of GDP and less than a penny-a-day per person. 

· Only a few countries capture the bulk of the projected gains, with Brazil and China among the winners. Some of the poorest countries and regions, including Sub-Saharan Africa, see income losses or trivial gains.

· For many countries the loss of tariff revenues with liberalization are greater than the projected gains from a Doha agreement. India, for example, would lose nearly $8 billion in annual revenues from manufacturing tariffs, almost four times the projected gains of $2.2 billion. For the developing world as a whole, a projected gain of just $7 billion would be swamped by $63 billion in losses from tariffs on manufactured goods.

· Liberalization leads to de-industrialization in some emerging economies, as some countries (Brazil) gain in agriculture at the expense of manufacturing, and others (India) lose high value-added manufacturing for gains in less-technologically developed industries, such as apparel
Developing countries are projected to suffer large "adjustment costs" as a result of reduction commitments in industrial tariffs under the Doha agenda. The costs, which will vary among different countries, include loss of output and jobs in some industrial sectors and loss of government revenue.

One of the major risks is the loss in tariff revenue. The developing countries currently obtain $156 billion in tariff revenues. In projections this base tariff revenue would fall by 41% in an "ambitious" scenario where non agriculture tariffs are cut under the "Swiss formula".

Another major risk is increased unemployment in various sectors in developing countries and regions. If the Swiss formula is applied under the ambitious scenario, the projections show significant job losses, especially in the motor vehicles sector, with job losses in China by 10.4%, India by 5.6%, the rest of South Asia by 36.8%, South East Asia by 6.6%, Brazil by 4.3%, the Andean Pact countries by 9.6% and Central America and Caribbean by 2.1%.

While some developing countries have begun to successfully integrate into the world economy and significantly improve their share of world markets, others—especially the smaller economies—have been increasingly marginalized, with their share of world markets declining.

2.9 Conclusions
As the situation stands today, it all depends upon the US – how far it would travel on cutting domestic farm subsidies. At present, the US is ready to freeze the total subsidy payment at US$19bn, which is marginally lower than US$21bn given in 2005. Peter Mandelson, Europe’s trade commissioner, believes that the way to unblock the round would be for the US to put a ceiling of US$15bn on subsidies, compared to the current spending of US$19bn. The developing countries– G-20 and G-33 – however, have demanded 75 percent cut in domestic subsidies by the US. It means, to satisfy this demand, the US needs to prune down its domestic subsidies to around US$5bn.

The first three months of 2007 are extremely crucial for the Doha round. First, the US is likely to reveal their cards on what they have in mind about the upcoming review of US Farm Bill. Secondly, key WTO negotiators have entered into a higher gear of talks at Geneva.

3. U.S. International Trade in Goods and Services Highlights

3.1 Goods by Category
· For 2006, exports of goods were up $131.3 billion from 2005. Increases occurred in capital goods ($51.4 billion); industrial supplies and materials ($42.7 billion); consumer goods ($13.5 billion); automotive vehicles, parts, and engines ($8.6 billion); other goods ($8.2 billion); and foods, feeds, and beverages ($6.9 billion).

· For 2006, imports of goods were up $182.0 billion from 2005. Increases occurred in industrial supplies and materials ($79.1 billion); capital goods ($39.3 billion); consumer goods ($35.7 billion); automotive vehicles, parts, and engines ($17.1 billion); foods, feeds, and beverages ($6.8 billion); and other goods ($3.9 billion). 

3.2  Services by Category
· For 2006, exports of services were $414.1 billion, up $33.5 billion from 2005. Increases occurred in other private services, which include items such as business, professional, and technical services, insurance services, and financial services ($20.2 billion); other transportation, which includes freight and port services ($5.9 billion); royalties and license fees ($4.5 billion); travel ($4.1 billion); passenger fares ($0.7 billion); and U.S. Government miscellaneous services ($0.1 billion). A decrease occurred in transfers under U.S. military sales contracts ($2.0 billion).

· For 2006, imports of services were $341.6 billion, up $27.0 billion from 2005. Increases occurred in other private services ($16.1 billion); travel ($3.7 billion); other transportation ($3.6 billion); royalties and license fees ($1.4 billion); passenger fares ($1.1 billion); direct defense expenditures ($1.1 billion); and U.S. Government miscellaneous services ($0.1 billion). 

 3.3 Goods and Services Deficit Increases in 2006
· The goods and services deficit was $763.6 billion in 2006, the highest on record. As a percentage of U.S. gross domestic product, the goods and services deficit was virtually unchanged from 2005 at 5.8 percent.

· Exports increased $162.6 billion to $1,437.8 billion in 2006. Goods were $1,023.7 billion and services were $414.1 billion.

· Imports increased $209.5 billion to $2,201.4 billion in 2006. Goods were $1,859.8 billion and services were $341.6 billion. 

· For goods, the deficit was a record $836.1 billion in 2006, up from $782.7 billion in 2005. For services, the surplus was $72.5 billion in 2006, up from $66.0 billion in 2005.
The US international deficit in goods and services increased to $763.6 billion in 2006 from $716.7 billion in 2005. 
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3.4 Goods by Geographic Area (Not Seasonally Adjusted) 

· The goods deficit with China increased from $201.5 billion in 2005 to $232.5 billion in 2006. Exports increased $13.3 billion (primarily semiconductors, civilian aircraft, copper, and aluminum) to $55.2 billion, while imports increased $44.3 billion (primarily other household goods; TVs, VCRs; computers and accessories; cotton apparel; toys, games and sporting goods; telecommunications equipment; and furniture) to $287.8 billion.

· The goods deficit with Mexico increased from $49.7 billion in 2005 to $64.1 billion in 2006. Exports increased $13.8 billion (primarily telecommunications equipment, automotive parts and accessories, electric apparatus, and finished metal shapes) to $134.2 billion, while imports increased $28.2 billion (primarily crude oil; TVs, VCRs; automotive vehicles, parts, and engines; and telecommunications equipment) to $198.3 billion.

· The goods deficit with Canada decreased from $78.5 billion in 2005 to $72.8 billion in 2006. Exports increased $18.7 billion (primarily automotive vehicles and petroleum products) to $230.6 billion, while imports increased $13.0 billion (primarily crude oil, bauxite and aluminum, and pharmaceutical preparations) to $303.4 billion. 

 3.5 Country and other highlights (Census Basis, not seasonally adjusted)

· The 2006 exports to Canada ($230.6 billion) and the 2006 imports from Canada ($303.4 billion) were records. 

· The 2006 deficit with Mexico ($64.1 billion), exports to Mexico ($134.2 billion) and imports from Mexico ($198.3 billion) were records. 

· The 2006 exports to the European Union ($214.0 billion) and the 2006 imports from the European Union ($330.6 billion) were records. 

· The 2006 deficit with China ($232.5 billion), exports to China ($55.2 billion), and imports from China ($287.8 billion) were records. 

· The 2006 deficit with Japan ($88.4 billion) was a record. 

· The 2006 exports to South/Central America ($89.0 billion) and the 2006 imports from South/Central America ($133.7 billion) were records. 

· The 2006 exports of advanced technology products ($252.6 billion) and imports of advanced technology products ($290.8 billion) were records. 

· The 2006 import average price per barrel of crude oil ($58.00) was a record. 
3.6 Foreign Direct Investment in USA since 2003
FDI by Year in USA

	Year
	FDI Projects
	Capital Investment US$

	2006
	716
	$22.07 Bn

	2005
	558
	$19.99 Bn

	2004
	597
	$14.43 Bn

	2003
	594
	$11.61 Bn


Top multinational companies in USA

	Company
	Projects

	DHL
	19

	Toyota
	18

	BP
	13

	HSBC
	13

	Honda
	12


Source Country of multinationals investing in USA

	Source Country
	Projects

	Japan
	445

	Germany
	369

	UK
	368

	Canada
	256

	France
	184


FDI projects by cluster in USA

	Industry clusters
	Projects

	Transport Equipment
	527

	ICT
	398

	Heavy Industry
	385

	Business & Financial Services
	275

	Light Industry
	269

	Chemicals, Plastics & Rubber
	229

	Life Sciences
	206

	Electronics
	192

	Consumer Products
	137

	Food/Beverages/Tobacco
	137

	Property, Tourism & Leisure
	67

	Logistics & Distribution
	63
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