

NMMA Policy Brief:  Brazil – U.S. Cotton Trade Dispute   
U.S. Boat Exports will be Hurt Unless the U.S. Honors its Agreement with Brazil 
 (
ADVOCACY OBJECTIVE
To protect U.S. jobs, Congress must ensure that the U.S. continues to negotiate and act in good faith with Brazil toward a swift resolution to the World Trade Organization (WTO) Cotton Dispute.  
The WTO has authorized 
Brazil to impose trade sanctions on U.S. imports in retaliation for the failure by the United States to comply with a WTO dispute ruling condemning U.S. government subsidies to cotton farmers.  
U.S. sales of boats and marine engines will be slappe
d with a heavy tariff if Brazil 
retaliates
.  On March 8, 2010, Brazil announced the products that will be affected by the retaliatory duties 
if imposed
.  Included on the list were:
Motorboats
 (
other than outboard motorboats
), 
for pleasure or sports including personal watercraft
 (8903.92.00).
 
Duty would double from 20% to 40%.
Row Boats and Canoes
 (“others” boats) that are not of a type designed to be principally used with motors or sails.  
Duty would double from 20% to 40%.
The U.S. marine industry has been proactive in seeking out international trading partners for our products.  This diversification has made the difference for many companies who have made it through the Great Recession.  To ensure the continued recovery of U.S. boat businesses, Congress must ensure open markets for our goods.  
The United States and the Government of Brazil signed a Memorandum of Understanding (MOU) on April, 20, 2010, establishing technical assistance and capacity building related to the cotton sector in Brazil.   
Brazil has agreed to hold off on tariffs for 60 days in order to allow the U.S. time to ma
ke good on its
 promises
 in the MOU
.  
Background 
In 2008, boat exports to Brazil totaled $16.6 million and engine exports totaled $29.0 million.  These reflect increases of 40% and 19%, respectively, from the prior year (2007).  In fact, about 1 in 4 boats (26%) and nearly half of all engines (45%) that the U.S. sends to South American land in Brazil.  
In total, Brazil’s retaliatory measures threaten nearly $1 billion worth of U.S. exports and tens of thousands of U.S. jobs.  In addition, Brazilian countermeasures against U.S. exports and intellectual property rights would jeopardize tens of thousands of American jobs.  U.S. companies are striving to strengthen their competitiveness and propel the U.S. economy out of recession, and the Brazilian market’s vast opportunities are critical to these efforts.  
The U.S. agreed in its discussions with Brazil to:  
Establish a fund for $147.3 million per year on a pro rata basis to provide technical assistance and capacity building.  The fund would continue until passage of the next Farm Bill or a mutually agreed solution to the Cotton dispute is reached (whichever is sooner).
U.S. agreed to modify the GSM-102 Export Credit Guarantee Program, and to engage Brazil in technical discussions regarding further operation of the program.  
Propose recognizing the State of Santa Catarina as free of a variety of diseases and determine if fresh beef can be imported from Brazil while preventing the introduction of foot-and-mouth disease in the U.S.
CONTACT
:    
For more information contact Cindy Squires (
csquires@nmma.org
; 202-737-9766)
)




Brazil Trade Policy Talking Points    
U.S. will Lose Manufacturing Jobs if the U.S. does not come to an Agreement with Brazil in the Cotton WTO Dispute 

· To protect U.S. jobs, Congress must ensure that the Obama Administration continues to negotiate and act in good faith with Brazil toward a swift resolution to the World Trade Organization (WTO) Cotton Dispute.  
· An aggressive U.S. effort to reach a negotiated solution with Brazil can avert the threat of retaliation and preserve American jobs.  
· Please urge the Administration to continue its work with the Brazilian government to devise acceptable alternatives that will avert WTO-Sanctioned retaliation on U.S. products.
· We appreciate the efforts done to date to engage Brazil in a dialogue that successfully averted for the time being Brazilian trade retaliation.  The announcement of the postponement of the sanctions that were due to be imposed on April 6, 2010 came immediately before the Rio Boat Show, preserving sales.  
· A final resolution still must be found to remove the threat of retaliation completely.   
· Brazilian countermeasures against U.S. exports and intellectual property rights will jeopardize tens of thousands of American jobs.  
· U.S. companies are striving to strengthen their competitiveness and propel the U.S. economy out of recession, and the Brazilian market’s vast opportunities are critical to these efforts.  
· Brazilian retaliation could significantly damage bilateral relations and cost U.S. workers, farmers, and business opportunities beyond those who sell the products on Brazil’s retaliation list.
· U.S. boat builders and their Brazilian business partners need certainty that this dispute will be resolved.    
· Please support a negotiated settlement of the WTO Cotton dispute with Brazil.
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