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1. Introduction

Changes in trade policymaking and policy implementation that occurred during the 90’s can be understood in the light of a logical reasoning in which both continuity and discontinuity combine.  

This relates to the “negotiated” nature of the Brazilian transition: business, union and bureaucratic interests  consolidated during successful period of protectionist industrialization acted as a “moderating” force in the implementation of market-oriented reforms. 

The unilateral trade liberalization that took place early in the decade, Brazil’s role in various trade-negotiation processes and the efforts made to improve the export performance of the manufacturing sectors were shaping factors in this process of policy changes.

Trade negotiations played a major role in trade policy making changes and emerged as a central field of trade policies during the Nineties

2. The pre – Nineties period

Main features of trade policy making:

· Relevance of the sectorial dimension in the management of the mechanisms of consultation and negotiation: functional to IS strategy.

· Lack of transparency

· Informality of the mechanisms

Typical pattern of Authoritarian regime + rent seeking activities in a protected economy

Trade negotiations: domestic mechanisms also follow the sectorial pattern:

· LAIA bilateral negotiations (sector-based)

· Sector-specific issues: US VER for steel, Multifiber Agreement for textiles, etc.

3. The Nineties: rupture and continuity - 1

The early 90s: unilateral trade liberalizations + Mercosur integration: rupture with across the board protectionism and LAIA´s negotiations tradition.

The trade liberalization and the early years of the Mercosul are usually quoted as a model case of non-participation by the private sector and of Government resistance to private sector attempts at interference.

But sectorial axis of consultation and negotiations was not entirely left aside: creation of the GEPS - Grupos Executivos de Política Setorial, which have inspired the setting of the Sectorial Chambers, which evolved into a forum for discussion and negotiation of sectorial development and competitiveness issues:  new feature was participation of labor unions.

4. The Nineties: rupture and continuity - 2

The idea of a three-party participation (government, business and workers) “migrated” to the Mercosul process of negotiations and was incorporated into the institutional framework of the quadripartite Agreement by the constitution of the Social-Economic Consulting Forum (Fóro Consultivo Econômico-Social) 

Negotiations of the Mercosul Common External Tariff (in 1994) provided the opportunity to reinstate consultation and negotiation routines between government negotiators and the private sector. 

1995/1998: new surge in demand for protection from industrial sectors threatened by import competition (exchange rate appreciation + growing domeestic demand).

5. Recent trends in trade policy making - 1

From 1998, the priority given by the Government to expanding exports, the intensification of the FTAA negotiations and the prospect – finally frustrated in Seattle – of launching a new round of multilateral negotiations caused an important change in the trade policy-management environment in Brazil.

Trade negotiations acquire greater importance in the trade policy agenda in view of Brazilian participation in processes characterized by a large variety of issues, including border and “domestic” issues.  This expansion of the agenda imposes a gradual redefinition of the way private sectors organize themselves, and of their dialogue with the Government. 

The macroeconomic focus on export growth fosters and leads not only to horizontal export incentive policies, but also to various efforts to promote competitiveness, whether articulated around sectorial axes or in productive chains. 

6. Recent trends in trade policy making - 2

a) The trade negotiations

FTAA has been the driving force of a broad reorganization of domestic negotiation and consultation processes.  On the business side, the negative experience of the early Mercosul years and the gradual involvement in negotiations from 1994 onwards provided the incentive for a strong and growing participation in the ALCA negotiations.  

Articulated around the Confederação Nacional da Indústria – CNI (National Confederation of Industries), the Coalizão Empresarial Brasileira (Brazilian Business Coalition) was founded, bringing together industry, agriculture and the service sector.

7. Recent trends in trade policy making - 3

On the public sector side, the Secretaria Nacional da ALCA – SENALCA was created under the Ministry of Foreign Affairs.  The new entity is in charge of coordinating the definition of a national position regarding the issues under discussion. 

Some of the national business entities and one labor union-association have gradually joined the SENALCA meetings – as observers invited by the Government: the scope of the discussions, the agenda of the debates and their limits are clearly defined by the Government coordinators of the forum, i.e., representatives of the Ministry of Foreign Affairs. 

The pace of FTAA negotiations, participation in Negotiation Groups and TNC meetings, etc. defines the work agendas of both SENALCA and the Inter-ministerial Groups.   As a rule, each round of meetings is followed by a domestic round to present the results, discuss the issues making up the agenda for the coming meetings and to prepare negotiation proposals. 

8. Recent trends in trade policy making - 4

The Inter-ministerial Groups, originally created to deal with the FTAA negotiations, are increasingly incorporating discussions on other negotiation processes within their respective theme fields: WTO, Mercosur domestic agenda and negotiations with the European Union. 

Generation,  from FTAA-driven mechanisms,  of institutional spill-overs on domestic trade policy negotiation and consultation mechanisms.  

More recently, the SENALCA model has been adopted to support Brazilian negotiations with the European Union (through Mercosul).  SENEUROPA includes, in addition to government representatives, a member of the Brazilian Section of the Mercosul Joint Parliamentary Commission and another from the Brazilian Section of the Economic and Social Consulting Forum, both representing civil society. 

9. Recent trends in trade policy making - 5

b) Sectors and productive chains: competitiveness promotion  

In the 90’s, this sectorial dimension suffered a loss in relative importance, as horizontal policies were more highly valued. However, this axis was never totally abandoned.

In the last few years, the sectorial (and chain) dimension have gained importance as “spaces” for mobilizing private sectors ( business and labour) and public agencies and for building a consensus amongst these players in the area of competitiveness promotion.

But those initiatives have, in general, led to frustration, failing to achieve the proposed targets: lack of credibility of the mechanism results. 

10.  Final comments - 1

In Brazil, the mechanisms for consultation and negotiation between public and private sectors in the area of trade have been going through important changes.  Some stylized facts on the ongoing change: 

· Foreign Affairs Ministry has lost its monopoly in the formulation of Brazilian negotiation positions and of “national interest.” Other government agencies are asking to participate in the negotiation processes and private sector pressures (business and unions) are also intensifying. 

· Two simultaneous developments then occur: on the one hand, new in-government consultation mechanisms are created; on the other business and labor representation, preferably entities representing multi-sector or horizontal interests,  are then invited to join these mechanims

11.  Final comments - 2

· A consistent trend towards diversification and formalization of the channels for consultation and negotiation more frequently used by the public and private agents.  

· These channels follow a “horizontal” pattern in the FTAA and Mercosul negotiations, and a sectorial/chain bias in policy initiatives in the areas of export and competitiveness promotion.  In the case of the latter type of initiative, participation by productive sectors (business and labour) has been formally established and institutionalized since the inception. 

· In trade negotiations the public/private dialogue takes place in fora that were originally created as in-government coordination mechanisms, to which business and labor representative entities were later admitted as guests.  And until this day, civil society entities still only participate as observers, which gives a notion of the limited degree of institutionalization of such mechanisms.  

12.  Final comments - 3

· Strictly speaking, there are no fully institutionalized mechanisms for public/private consultation in trade negotiations, except for the Mercosul and, more recently, the negotiations between the European Union and the Mercosul . 

· Both in the area of trade negotiations and in  competitiveness promotion programs, a trend toward a three-party model of consultation and negotiation, involving Government, business and labor representatives.  

· Horizontal entities of these productive sectors play important roles in coordinating the dialogue with the public sector and developing the negotiating positions of the private area, where intra-sectorial disagreements always occur  Traditional players, such as sectorial business associations, are still important Government counterparts, but new civil society entities are emerging and taking over important parts, especially in the consultation mechanisms for trade negotiations. 

13.  Final comments - 4

· Typically, representation of productive sectors in the existing consultation mechanisms is restricted to two large interest groups (neo-corporatist model?).  

· Non-Governmental Organizations, Congress and academic institutions may take part in the discussions, seminars and meetings on issues of trade negotiations and policies, but they do not participate in the routine of preparation and assessment of negotiations.

· Process transparency  limited to the agents that take part in formulating the negotiating  positions. Even among groups that do take part in the consultation mechanisms, complaints about the poor process transparency and low degree of institutionalization of the consultation mechanisms. 

· Other civil society interests do not get involved in the issues. Limited  transparency, but also low priority of trade issues in the domestic political agenda in Brazil.

14.  Final comments - 5
· FTAA had an important effect on the mobilization of civil society sectors around trade issues. It has fostered the creation of in-government consultation which have gradually incorporated the permanent participation of business and labor entities.  These structures are evolving and taking over consultation functions aiming at formulating the negotiating positions for the various negotiation processes (WTO, Mercosul, EU), in addition to FTAA’s. 

· More recently, the issue of hemispheric negotiations seems to be assuming an increasingly relevant portion of the domestic political agenda, which would mark a break with the tradition of segregation between domestic and foreign issues in the Brazilian political agenda.  

· The coming presidential elections of 2002 and the start, in the same year, of FTAA market access negotiations should strengthen this new trend and introduce important changes in the picture described here, regarding participation by organized  groups of civil society and the mechanisms for consultation between Government and society around trade issues.




