STATEMENT BY THE SINTI TECHAN NETWORK

TO DEPUTIES IN THE SALVADORAN LEGISLATIVE ASSEMBLY REGARDING THE POSSIBLE RATIFICATION OF THE UNITED STATES-DOMINICAN REPUBLIC- CENTRAL AMERICA FREE TRADE AGREEMENT (US-DR-CAFTA)

                                                 San Salvador, 16

December 2004

Honorable Deputies

Legislative Assembly

Attn: Members of the Directorate

In the exercise of our Right to Petition, as enshrined in the Constitution of the Republic (Article 18), and in light of the grave threat that hangs over our country because of the possible ratification of DR-CAFTA, we representatives of the Citizen Action Network on Trade and Investment, Sinti Techan, formally present to you this "Public Statement".

Honorable Deputies:

After an accelerated and turbulent process of "negotiations", carried out by U.S. and Central American governments and business elites and lasting less than a year, to which the Dominican Republic was nearly instantaneously added, the Legislative Assembly has in its hands an FTA text that responds to interests represented by the U.S. government.   The Salvadoran Executive Branch, together with national big businesses, hopes to have this FTA ratified as soon as possible, ignoring the clear harm and negative impact this would generate for the population and the national productive structure.

The Deputies in the Legislative Assembly have the opportunity to face this pressure from the Executive Branch by exercising their commitment to protect the interests of the people they represent and remaining faithful to their oath to enforce the Constitution and the national law.  This requires that they DO NOT ratify the Free Trade Agreement among Central America, the Dominican Republic and the United States (US-DR-CAFTA), and that they enact a framework that would foster a process of national development and promote Central American integration.

What is under discussion in not a simple agreement to govern trade in goods, as publicized by the government.  We are facing the ratification of an instrument that would determine and condition our public policymaking, and that would eliminate all possibilities that current and future Salvadoran governments could apply economic, social and environmental policies that are consistent with development objectives.

The ratification of US-DR-CAFTA represents a serious threat to our country's sovereign right to determine plans, programs and policies that respond to national interests.  Not only does US-DR-CAFTA explicitly prohibit the government from using certain public policy instruments, it also legally establishes that the Salvadoran State can be tried in international tribunals, bypassing our legal framework. 

This is evidenced by the recent offense against the Dominican Republic's sovereign right to determine its fiscal policy, as a result of the U.S. demand that the country's government and Congress eliminate a 25 percent tax on carbonated drinks sweetened with corn syrup, as a condition for incorporation to the FTA.  In addition, within the framework of the investment chapter of the North American Free Trade Agreement (NAFTA) - which is wholly reproduced in US-DR-CAFTA - at least 28 lawsuits have been filed by transnational businesses in international tribunals - ICSID and UNICITRAL - against the Mexican and Canadian governments for their application of environmental and fiscal policies, alleging that these policies would affect their expected profits.  The majority of these cases have been won by the transnational companies.

The government asserts that US-DR-CAFTA would lead to immediate improvements in exports of national production to the Northern market. Nothing is further from the truth.  An economy's competitive capacity is not created, as if by magic, by the ratification of a trade agreement.  It requires a deliberate effort over decades to be able to surmount the enormous asymmetries that exist between countries as unequal as El Salvador and the United States.  Better positioning in international markets requires a profound transformation of the productive structure, normative and institutional frameworks that foster greater competitive capacity, strengthening the role of the State in supporting the development of productive capacity and of science and technology, extensive investment in training human resources and, above all, modification of the Salvadoran business logic that sees competitiveness as being based on low labor costs achieved through weak labor protections.

A trade agreement that denies "preferential treatment" for less developed economies is unacceptable.  In fact, US-DR-CAFTA grants the same treatment for U.S. and Salvadoran companies, protecting the former from "discriminatory treatment" by Central American governments.  Moreover, it is outrageous to ratify a trade agreement that legitimizes an unfair trade practice benefiting the U.S. economy, as occurs with US-DR-CAFTA.  This agreement perpetuates unilateral protection for U.S. "sensitive products" through subsidies and the use of sanitary and phytosanitary standards as authentic barriers that limit access for our agricultural products.

US-DR-CAFTA is a fraud for our countries; it obliges us to "give everything for nothing".  Even without the FTA, the country already has a system of tariff benefits defined by the Caribbean Basin Initiative (CBI) and the Generalized System of Preferences (GSP) that grants preferential tariffs to some of our exports to the U.S. market, those with U.S. content.  US-DR-CAFTA simply institutionalizes those mechanisms that previously were reviewed annually, and whose extension is subject to verification of enforcement of labor rights in the companies participating in this system.  Far from improving these mechanisms, the agreement eliminates the verification of labor rights issues, instead substituting a rhetorical and unenforceable "Labor Chapter".  As a result, the legitimate aspirations of millions of workers in the region for improvements in their working conditions become even more distant.

In contrast to the official discourse that promotes the FTA as the panacea for exports and key to employment generation, analysis of the content of US-DR-CAFTA demonstrates how this instrument will reinforce the same "growth" scheme promoted by Structural Adjustment Programs. These have plunged the Salvadoran economy into a prolonged period of economic recession and have deepened the levels of poverty and unequal distribution of income and assets, generating terrible inequality in the country.  US-DR-CAFTA will lead to even greater deepening of the national recession in light of: the imminent bankruptcy of the Salvadoran productive structure it would induce, as demonstrated by the impacts of NAFTA on Mexican agriculture; the expected displacement of local businesses in bidding for government contracts, which will be opened to competition with U.S. businesses under equal conditions; and the concentration of foreign investment in maquiladora textile activity, which is clearly unsustainable under the current scenario in which quotas on Chinese exports to the U.S. market will be eliminated. It will also lead to the expulsion of more Salvadorans to the United States, thus increasing our economy's dependence on family remittances.

The arguments in favor of US-DR-CAFTA as an opportunity and key for "development" are based on schemes recognized as failures by the World Bank itself, judging from the catastrophic results in many countries where they have been applied.  "Free trade", part of the "single model" promoted by neoliberalism, rests on the belief in the moral superiority of the market and the search for maximum profits as the engine of economic activity, without consideration of the population's rights and needs or the issue of sustainability.  US-DR-CAFTA responds to the interests of national and transnational big business.  It is therefore quite difficult to speak of the advantages that it could bring for social sectors, when the contents of these agreements not only lack any perspective of human rights, but actually undercut and contradict such rights.  This agreement has not taken the interests of citizens or of small-scale businesses or respect for the environment into account.  This explains the agreement's essential failure to consider human, labor, social, migratory or environmental rights, clearly evidencing its deficiencies and corporate bias.

In spite of its denomination as a "trade agreement", US-DR-CAFTA broaches such diverse subjects as investment, intellectual property rights, government procurement, services, competition policy, telecommunications, and the financial sector, among others.  It encroaches upon the sovereign powers of the State and affects respect for and enforcement of the population's Economic, Social and Cultural Rights through the rules established in the chapters on government procurement, cross-border trade in services, intellectual property rights and investment, which promote the privatization of public services through concessions.

US-DR-CAFTA includes a range of mechanisms that places prohibitions on governments while granting rights for foreign companies on matters of investment, non-discriminatory treatment, intellectual property rights, "liberalization" of services and access to government contracts.  The true motivation for US-DR-CAFTA is the fulfillment of the interests of a small group of corporations that control the U.S. government.  These interests involve not only on market access, but also services and electronic commerce, strengthening intellectual property rights, investment and greater transparency of government procedures and regulations.  In exchange, El Salvador will receive a few crumbs: more maquilas and the possibility that the U.S. market will be opened to exports of "nostalgic" products for the Salvadoran market in the United States.

This controversial agreement undermines the rights of workers and consumers, the development of micro, small and medium-scale businesses, the hopes for rural development and the region's sustainability, and in general, is in conflict with people's legitimate aspirations to construct their own process of development, leaving it to the market to determine their lives.

There is no doubt that the implications of US-DR-CAFTA are so broad in scope that they will transcend the purely commercial sphere to impact on economic, labor, social, political, cultural, and environmental issues.  The repercussions will fall directly and indirectly on the population in many ways: unemployment generated by the bankruptcy of local businesses; the commercialization of public services; increases in user fees and in the prices of medicines; environmental degradation; consumption of genetically modified foods; the devastation of agricultural production along with the consequent food insecurity; and with that, increases in migration and cultural uprooting.

In this context, it is clear that US-DR-CAFTA does not constitute an alternative for the Salvadoran people, nor for the Central American peoples, and that the country's historical and structural problems will not be resolved this way.  On the contrary, they will be dramatically worsened.   All of this poses for us a task that cannot be delayed: to resolve these bottlenecks by establishing public policies that will lead to development, which requires the participation and involvement of all sectors of national society.

FOR THESE REASONS, WE DEMAND THAT THE DEPUTIES IN THE LEGISLATIVE ASSEMBLY OF THE REPUBLIC OF EL SALVADOR:

1.      Stop to analyze in depth the implications and consequences of their decision.  A minimal scientific and objective analysis of the text of US-DR-CAFTA clearly identifies the perverse effects that this agreement will have on the Salvadoran population, local businesses, the State, natural resources and the environment.

2.      Honor your oath to respect the interests of the people you represent and enforce the Constitution and national law.  You cannot ratify an agreement that clearly violates Economic, Social and Cultural rights, as consecrated in the Constitution and recognized in International Conventions and Treaties.

3.      Make this decision with responsibility and intelligence, distancing yourselves from the partisan and corporate interests that promoted US-DR-CAFTA and putting the interests of the majority of the population first.  Do no take upon yourselves the enormous irresponsibility of submitting much of our country to a series of conditionalities that will not be reversible and that will limit the possibilities of constructing a our own national development plan.  4.      Do NOT ratify US-DR-CAFTA and instead legislate in favor of a national development plan that takes our national interests as its starting point - not only those of Salvadoran big businesses and the financial sector.  Rather than an FTA, we need an agreement on cooperation that seeks to stimulate sustainable and equitable development in every country in the region, and that will foster the integration of Central American peoples.

For our part, we commit to contribute to the construction of proposals to promote a national plan based on the principles of democratic participation, sustainability and reduced inequality - age, gender, social, ethnic and geographic - that ensures  respect for and enforcement of human rights.

ANOTHER EL SALVADOR IS POSSIBLE
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