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These comments are in response to the December 4, 2000 federal register notice 
seeking comment on the report of the interagency quantitative analysis working group and more 
general comments on the scope of the environmental assessment to be performed on the FTAA 
negotiations.  We have divided our comments into three categories: general process oriented 
concerns; direct comments on the framework for quantitative analysis; and general scoping 
suggestions. 
 
Process Concerns  
 

As we have often said before, the refusal to release draft texts of the FTAA, or at a 
minimum the positions tabled by the United States in negotiations, is a serious impediment to the 
ability of the pubic to engage in the environmental assessment process.  While the summaries of 
the US positions are helpful, they are not a substitute for having access to the legal text 
proposed by the United States. 
 

Turning to the work of the quantitative analysis working group, we are likewise 
concerned that excessive secrecy surrounding the conduct and output of the modeling efforts 
will prevent the public from fully participating in the environmental assessment process.  While 
access by cleared advisors is helpful, it is no substitute for the ability of the public, particularly 
those who have expertise in economic and environmental modeling and analysis, to fully evaluate 
the results of the government’s efforts. 
 

With respect to the FTAA environmental assessment scoping process, we are 
disappointed that the results, at least in outline form, of preliminary interagency discussions 
regarding the scope of the environmental assessment were not included in the Federal Register 
notice seeking comment.  In the interest of generating an iterative dialogue, it is incumbent on the 
government to engage in an open exchange of thoughts and ideas.  The iterative process 
envisioned in EO13141, by definition, requires an open exchange of information and views.  
This interactive process requires more than sterile federal register notices seeking comment but 
providing little information to comment upon.  The opportunity to comment on government 
activities is essentially meaningless if the details of those activities are kept secret. 
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Report of the Quantitative Analysis Working Group 
 

 
We offer the following general comments on the report of the Quantitative Analysis 

Working Group. 
 

Given that environmental assessment of trade negotiations is largely uncharted territory, 
the US Government should engage in an open, peer-reviewed process to evaluate the best and 
most efficient econometric approaches to the quantitative analysis.  Consequently, it is 
somewhat disturbing that there does not seem to have been an effort to take advantage fully of 
work being done in other arenas or to proactively seek to engage experts outside of the 
government.  In the report of the working group, for example, there is no mention of the 
methodology developed by the Commission on Environmental Cooperation to study the 
environmental effects of the NAFTA.  This is particularly regrettable in view of the significant 
amount of time and resources spent by the US Government and other NAFTA parties to 
develop that methodology.  Nor does it appear that there is any formal process to engage 
outside experts in the future development of the models and analytical tools to be used to 
conduct the core and supplemental analysis.  As noted above, the secrecy that shrouds the 
entire process is an impediment to getting the necessary peer-review, particularly as new 
approaches are being developed. 
 

We strongly feel that an on-going, iterative approach is required.  The first stage must 
be a broad analysis that would serve to identify particular sectors or regions for more focused 
analysis.  This top-level analysis must consider the entire hemisphere and not just the changes 
within the borders of the US.  A variety of techniques could then be used to focus on the 
particular priority areas.  For example, it may be more effective to conduct partial equilibrium 
input-output analyses of these areas.   Some of the sectors that merit particular attention are 
discussed in the scoping section below. 
 

The methodology proposed by the Working Group appears to focus only on the 
incremental environmental impact of the change in trade volumes, rather than on the aggregate 
or cumulative impact of trade or production.  In other words, the proposed assessment would 
consider the volume of production and consumption from the economy in the absence of the 
new trade agreement, estimate the likely volume of trade under a new trade agreement, and 
determine whether the increase in pollution and other types of environmental degradation will be 
significant relative to what would have occurred in the absence of the new trade agreement.  
While such an assessment is useful in some respects, it will invariably tend to understate the 
environmental significance of new trade agreements because even large changes in the quantity 
of goods produced or consumed will appear relatively small when compared to the tremendous 
volume of existing trade, or to the even greater volume (and impact) of domestic production and 
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consumption.  An appropriate methodology should reflect the fact that, when ecosystems and 
resources are already stretched to or far beyond their limits, trade agreements that place 
additional pressure on those ecosystems or resources may have a disproportionate 
environmental impact 
 

The efforts of the quantitative analysis working group are to be commended; however 
we are concerned that the quantitative portion of the environmental assessment appears to be 
getting the lion’s share of the attention to date.  While this is an important piece of the overall 
effort, it focuses on only a small portion of the whole. The methodology focuses primarily on the 
trade effects of tariff reductions.  For many (and arguably most) sectors in which international 
trade is significant, tariff levels are already quite low. Since the onset of the Uruguay Round 
GATT negotiations, it has been commonly recognized that the major barriers to increased trade 
are non-tariff barriers, such as quarantine and customs controls, and the domestic rules, 
regulations and subsidies maintained by trading parties.  In recognition of this fact, multilateral 
trade negotiations over the past decade or more have focused disproportionately on removing 
such non-tariff barriers. The FTAA is expected to do the same.  In light of this fact, an 
assessment that places primary emphasis on changes in trade volumes arising from tariff 
reductions is likely to substantially underestimate the total increase in trade and, thus, the 
environmental effects associated with an increase in production and consumption actually 
precipitated by a new agreement.  
 

Consequently, we hope that at least the same level of effort that has and will go into 
quantifying the likely effects of tariff reductions will be spent on developing methods to analyze 
the effects of non-tariff provisions of the FTAA.  
 

Finally, a critical part of the environmental assessment process that gets scant mention in 
the report of the working group is the identification of mitigating measures or more 
environmentally benign alternatives.  Indeed, the entire purpose of the analytical exercise should 
be to identify policy options that will decrease the environmental footprint of the FTAA.  
Developing environmentally preferable options may well require the use of various “scenarios” 
for comparative purposes.  The quantitative analysis must incorporate the capacity to test 
different policy approaches. 
 
 
Elements Related to the Scope of the FTAA Environmental Assessment 
 

In the interest of helping to focus resources on the most important sectors to evaluate, 
we highlight the following sectors or issues of concern to our groups.  The issues are presented 
in no particular order and represent an initial and non-exhaustive catalogue of concerns.  We 
hope and expect to continue to engage in a dialogue with the interagency team conducting the 
FTAA environmental assessment to explore and elaborate the issues raised below as well as 
others that will be identified as the process evolves. 
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Global and Transboundary Effects 
 

For most, if not all, of the categories described below, there are both domestic and 
international dimensions.   For example, there may be sectors in which the analysis of the 
domestic effects of the FTAA could suggest environmental benefits where domestic production 
of environmentally problematic goods will shift to other countries.  It would be a mistake to 
conclude that the FTAA will produce environmental benefits in such a case without doing an 
analysis of what will happen in the areas to which the production is expected to shift.   Likewise, 
it may occur that negative environmental consequences in the US are offset by environmental 
gains in other jurisdictions.  If trade liberalization is to serve the broader goal of sustainable 
development, then it is absolutely necessary that to be able to make these such types of 
comparisons be made.  In other cases, there may be effects on globally significant resources 
such as tropical rainforests or atmospheric loading of greenhouse gases that will not be captured 
if the focus of analysis is purely domestic.   
 
Regulatory Analysis 
 

While it is apparent that considerable time and effort have gone into developing 
quantitative analysis methodologies, it is equally clear that very little effort has been spent 
developing a methodology for determining the regulatory impact of rules to be developed under 
the FTAA.  The potential for trade and investment rules to be used to undermine environmental 
and public health regulatory measures has been one of the main critiques of trade policy over the 
past decade.  Experience has borne out these concerns.  For example, recent cases brought by 
investors under the NAFTA’s investment provisions have demonstrated that corporations are 
willing to use NAFTA’s rules to challenge domestic environmental regulations or even 
unfavorable outcomes in domestic courts.  If it is in order to garner political support for the 
FTAA, the U.S. government will have to be able to show that it understands this problem and 
has taken measures to ensure that trade and investment rules will not interfere with domestic 
regulatory efforts.  A key feature of this effort must be a serious assessment of the regulatory 
effects of proposed FTAA rules in the context of the environmental review.  
 

While not a simple exercise, the basic methodology for conducting such a review ought 
to be straightforward.1  First, all the proposed rules in the FTAA that could be used to challenge 
domestic health and environmental laws and regulations should be identified.  This involves an 
examination of the basic operative rule of the various chapters of the FTAA, including those 
relating to investment and services. 
 

Second, domestic regulations or types of regulations (including state and local) that 
could be challenged under each of those rules should be identified. Sources for determining 
which laws and regulations may be at risk include: cases previously brought under GATT/WTO, 
NAFTA, and bi-lateral investment treaties; an examination of which US laws and regulations 

                                                                 
1 A memorandum prepared by the Harrison Institute, attached to these comments, outlines a possible 
approach, focusing on the expropriation provision of the investment chapter. 
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already have been identified by trading partners as being trade barriers; and outreach to 
regulators at all levels of government. 
 
Forests 
 

Forests in the hemisphere are already under great pressure.  The FTAA is likely to 
intensify that pressure, particularly in certain areas, such as the temperate primary forests of 
Chile.  The environmental assessment must consider the impact on globally significant forest 
resources, particularly remaining areas of primary forest, which are among the most biologically 
rich terrestrial ecosystems.  The impacts on the Amazon rainforest, for example, must be fully 
evaluated. 

 
Among the factors to consider are: conversion from primary to secondary or plantation 

forests; use of transgenic species in plantation forestry; and the indirect effects of forest loss or 
conversion.  As mentioned more generally above, the environmental assessment must focus on 
more than just tariff changes.  The recent APEC study of non-tariff measure in the forest sector 
highlights the extent to which regulatory measures designed to protect forests may be targeted 
as “trade barriers” under liberalized trade rules.  Such measures include: logging bans and 
harvest restrictions; subsidies and incentives for afforestation; procurement and usage policies; 
certification and labeling schemes; and protections against exotic pests and diseases.  While 
some of the effects of such non-tariff measures may be susceptible to quantification in the 
econometric analysis, others will be more appropriately analyzed in the regulatory analysis 
described above. 
 
 
Agriculture 
 

Impacts on the environmental components of sustainable development resulting from 
agricultural trade practice in proposed FTAA negotiating texts will be very difficult to model 
quantitatively.  Current research on the environmental effects of agricultural production usually 
does not disaggregate data on production for export from production for domestic 
consumption, much less disaggregate on the basis of regional destination of exports.  
Furthermore, attempts to quantify such impacts on a rational expectations economic model (e.g. 
Huang-Huang, "Excessive Use of Pesticide and the Effect of Trade Liberalization: The Case of 
Taiwan," 2000) have not been able to model the environmental impacts on agricultural 
operations that compete against the "dumped" agriculture commodities that remain largely 
undisciplined by trade policy.  Attempts to analyze quantitatively and qualitatively the 
environmental impacts of dumping (e.g. Nadal, "The Environmental and Social Impacts of 
Economic Liberalization On Corn Production in Mexico's Corn," Oxfam/WWF, 2000) have 
not been welcomed by those for whom trade liberalization is an a priori good.     
 

The environmental effects of agricultural production are often well documented.  For 
example, the hypoxia resulting from corn and soy cultivation in the Upper Midwest is well 
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established (see Keeney and Muller, "Nitrogen and the Upper Mississippi River," 2000).  Such 
documentation of severe environmental problems can be used as a base-line to measure the 
environmental consequences of particular trade outcomes—for example, the environmental 
consequences of FTAA terms on what will happen environmentally if the terms of the FTAA 
facilitate increased corn trade from the United States to Latin American countries and increase 
soy trade from Brazil and Argentina to the United States.  However, further complicating the 
analytical problem is the fact that much of this corn and soy are in genetically engineered 
varieties, whose long term environmental effects cannot be predicted, according to U.S. 
government scientists (Wolfenbarger and Phifer, "The Ecological Risks and Benefits of 
Genetically Engineered Plants," SCIENCE, December 15, 2000).  The U.S. Department of 
Agriculture budget for risk assessment is currently inadequate to fund a full risk assessment for 
one genetically engineered crop.   Latin American governments have markedly less money for 
analyzing the environmental impacts of agricultural production, much less for remediating 
environmental harm. Finally, it should be noted that the global trend of commodity prices below 
the cost of production gives farmers and ranchers neither the means nor incentive to enhance the 
environmental performance of their operations. Policies that enable the externalization of the 
environmental costs of so-called "cheap food" continue to depress prices and degrade the 
environment.   Nothing in the known terms of FTAA negotiating texts appears to address these 
problems. 
 
Chemicals, Petroleum Refining, and Mining 
 

Each of these sectors is typified by significant environmental risks and must therefore be 
at the center of an environmental assessment of the FTAA.  Existing analysis has identified these 
sectors as among the most likely to show significant environmental consequences in light of a 
hemispheric liberalized trade regime.  See, for example, “Sustainable Trade Expansion in Latin 
America and the Caribbean,” published by the World Resources Institute, 1997. 
 
Energy Consumption/Greenhouse Gas Emissions  
 

To the extent that the FTAA is expected to increase both production and movement of 
goods in the hemisphere, it will be important to quantify the extent to which such changes will 
may lead to cause increases in the emissions of greenhouse gasses into the atmosphere.  Effort 
should also go into identifying mitigating measures to offset or reduce such emissions. 
 
Endangered and Migratory Species 
 

Expanded trade in the Americas is likely to impact endangered, threatened and 
migratory species in a number of ways.   First, without measures designed to restrict illegal 
trade, inter-American trade in endangered or threatened species, such as big-leaf mahogany, 
could well increase under an FTAA.  Second, economic expansion, changes in agricultural 
production and increased natural resource extraction will likely impinge upon important habitat 
for threatened, endangered and migratory species.  It is not clear that existing economic models 



 
 7 

capture or account for illegal trade.  Nor is it clear that the models are able to pinpoint areas in 
which land use changes could alter existing habitats.  Because of the global concern with 
protecting such species, it is appropriate and more than prudent for the US to consider the 
impacts of the FTAA on migratory and endangered wildlife and its habitat throughout the 
hemisphere. 
 
Shipping Transport 
 

The environmental assessment should consider the impacts of shipping transport as a 
result of increased trade flows among the FTAA parties and due to services liberalization in the 
transport sector.  Ninety-five percent of the commercial goods imported to the U.S. arrive 
aboard ships, and air and marine pollution due to emissions and discharges from shipping 
vessels will therefore likely rise substantially due to implementation of the FTAA.  Worldwide 
air pollution caused by ocean-going ships already is remarkably high; ship pollution currently 
represents 14% of global nitrogen pollution and 16% of global sulfur pollution from petroleum 
sources.  Shipping transport also contributes significantly to carbon greenhouse gas emissions.  
In addition, increased shipping transport can cause serious threats to ecosystems in the waters 
through which they pass, including damage to coral reefs and the spread of invasive species.  
Finally, port and channel dredging to accommodate increased shipping traffic can have 
substantial environmental consequences.   

 
The environmental assessment should therefore include an analysis that would address 

the increase in shipping transport levels and the resulting impacts described here, including both 
domestic and global/transboundary effects.  In addition, the environmental assessment should 
describe proactive opportunities for the FTAA to address these shipping transport concerns.  
The agreement could, for example, include a regional agreement on air and marine pollution 
levels for ocean-going ships that transport traded goods among the FTAA parties.   
 
Harmful Invasive Species 

 
Increased shipping and other modes of transport will also likely substantially increase 

the number of potentially harmful invasive species entering the United States and other FTAA 
countries.  A recent Cornell University study estimates that non-native species cause $123 
billion to $138 billion in damage annually by altering vegetation, competing with native species, 
introducing new diseases, reducing agricultural production, and interfering with municipal water 
supplies.  The environmental review of the FTAA should therefore examine the impacts from 
invasive species due to increased transport among the member countries.  In addition, the 
environmental assessment should examine ways in which the FTAA could act to prevent non-
native species from being transported throughout the Western Hemisphere.  Further, the 
environmental assessment should analyze potential problems in the FTAA, such as in a chapter 
on Sanitary and Phytosanitary measures, to ensure that the negotiated language does not 
undermine efforts to address non-native species.  It is widely recognized that prevention is the 
only efficient means of responding to the invasive species threat.  It is therefore imperative that 
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SPS measures in the FTAA do not impair the ability of domestic regulatory authorities in any 
country to regulate high-risk pathways or restrict imports of known or potential invasives. 

 
    

 
Investment 
 

The regulatory analysis described above and in the attached memorandum must take a 
hard look at the elements of proposed investment rules on the ability of governments and 
concerned citizens to protect environmental and other social values.  In particular, the investor-
to-state dispute mechanism ensures that individual corporations will push an aggressive 
deregulatory agenda if the FTAA follows the NAFTA model of investment liberalization.  Under 
NAFTA, investors have demonstrated their willingness to use this mechanism to both challenge 
the regulatory judgments of the NAFTA Parties and to attempt to influence the formation and 
adoption of regulatory measures. 
 
Services 
 

The impact of services liberalization on the environment will likely be extremely 
significant and should be addressed in the environmental review as soon as possible.  Although 
services liberalization is not subject to quantitative analysis in the manner used for tariff or quota-
based goods liberalization, the environmental assessment should include economic analysis of 
service sectors in which liberalization disciplines, including national treatment and market access, 
will be applied.  The relaxation of restrictions in such sectors as transport, energy, tourism, 
water, mining and environmental services (which is focused on sewage and waste disposal) can 
have substantial environmental consequences.  The environmental assessment should adopt an 
approach, similar to the quantitative methodology used for tariffs, in which a complete removal 
of services restrictions would be analyzed.  In doing so, the review should explicitly consider the 
possibility that the services chapter of the FTAA would include Mode 3 services (Commercial 
Presence).  As with the analysis of goods, an economic analysis of the likely shifts in services 
trade in particularly sensitive sectors should be followed by a focused analysis of environmental 
impacts in those sectors where substantial economic change has been identified.    
      
 
 
 


