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24th December 1998 

E.C.O.NO.MIC ,INITIATI�, FQJ,!11,NORTHERN ,IRELAND
AND BORDER COUNTIES 

Introduction 

The concept of a Free Trade Zone in Ireland is being revived in the 
US Congress. It is intended to make it part of a wide-ranging 
measure des-igned to further trade and investment in Northern 
Ireland and the border counties as part of the underpinning of the 
Good Friday Agreement. Apart from the well-known technical 
difficulties associated with international trade agreements, the 
linkage between economic benefits and political progress that a14e 
likely to be contained in the proposed legislation seems destined to 
make the measure contentious in Northern Ireland. 
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The Bill 

The Good Friday Trade and Investment Bill is being sponsored by 
Congressman Jim McDer1r1ott (D-Washington). Much of the 

• thinking behind it appears to come from Tom Rodgers, a member
of t11e Pathfinder group that promoted the original Free Trade Zone
idea.

The current text of the Bill ( attached) proposes three principal 
initiatives to help stimulate trade and inward investment in 
Northern Ireland and the border counties -

(i) the establishment of an Overseas Private Investment
Corporation to provide funding for business development and
infrastructure projects {Se�fion 3}. The Bill specifies that the
Corporation should have assets of$300 million, {75% of
which it is understood would be underwritten by the US
Goveniment);

(ii) increased funding to the International Fund for Ireland -
$30 million for 1999/2000; and $40 million a year for the
four following years (Section 4); and

(iii) the designation for a ten-year period ofNorthem
Ireland and the border counties as a ''beneficiary developing
country" under the Generalised System of Preferences (GSP)
in respect of which 'ihe US would seek a waiver of
obligations under the World Trade Organisation and GATT

\ 

and allow th.e creation of a free trade area (Section 6). The
need for the co-operation of the EC, and both the British and

Irish Governments in securing this waiver, is recognised. 
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In addition, the legislation would requi e the US De ___ ............... e t f 
Commerce to reorganise its existi g ctivities i a ..,,,.a e 
(unspecified) that allowed it to pro ...... -.ot aw .re es of u i e 
opportunities in Northern Itel and the or r count·e , and

encourage joint ventures here --·ion . 

There is also a proposa that the U should cons· de d • rect grant 
assis ance to communities in the sam ar a that ave • ffered from

terrorist attacks ( .... ., .. J.Qn .2( )). 

ere are a numbe of conditions attached to the Bill's initi ives -

(i) __ e assistance provi ed by the Private Inve tmen
Co-orati n _.a.d y the IFI must be de Joyed in a manner
co siste t with , e p ·nciples of fair mploym nt_ Th se 9
princ·p es are efined at the en of the ·11 ( ec ·o 7(3)) ::..--:d
cover the customary MacBride po· nts ( altho gh pro ection f

inority emp o ees hile travelling to :::: o= ork is not 
specified; and references to ppo·nting an affi .......... ative c ·o 
--.-anager ave been mitte ). 

(ii) • Qn 2( ) there is :::: i�plicit su gestion e 
awarding f funds shoul also e predicat n ___ e r s • de t 
making periodic statement to C ngr ss sati fact IY 
rogress towards e establishing f _ c eptab e i·ci g 

service in Northern Ire and. 

(iii) not nly are e main roj ts for e allocation f
funds fo 1 -2000 defined in advanc (_ec io a ) but 
-. ... e esident is given a cent al and c ntinuing role in 
defi·ning future priori ies for IFI ass is ance Section b • 
( __ l)._ 
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Other conditions involve the prioritisation by the Private 
Investment Corporation of projects involving women, and the 
development of new technologies (S.��tiQn 3(c)(d)). 
Understandably the conditions under which goods are deemed to 
be eligible for inclusion in the duty free regime are also specified 
in some detail (Sec·tion 6). 

Impact of the Bill�s. prQvisiQns 

On the face of it, these provisions represent a potentially valuable 
means of stimulating economic development in Northern Ireland 
on a signi ficant scale. The prospect ofNorthern Ireland and the 
border counties being able to export over 2000 items to the US 

market on a duty-free basis under the GSP is sufficiently attractive 
in its own right to attract considerable public support. Beyond 
that, if US practice is followed, it seems probable that the Private 
Investment Corporation's assets (if established) would be used to-
leverage loans at a gearing of around 4: 1, thus creating a potential 
fund in excess of $1 billion� while the increase in IFI funding is 
generous by any standard. 

Taken at face value, therefore, it is a very attractive .package, and if 
Pathfinder mobilises its cheerleaders once more, it is a package 
that will attract popular support in Northern Ireland. Not all the 
political parties will ·resent the linkages between political progress 
and payment, while others may consider the potential rewards too 
great to be risked by narrow-minded adherence to technical 
scruples. On the other hand, the precise depth and accessibility of 
the pot of gold will have to be assessed; and Willie McCarter's 
Board may have views on the trade-off between the extra funds 
and loss of operational independence. The Irish Government, 
which stands to accrue benefit to the border counties without 

anguishing over the MacBride or policing preconditions, seems 
unlikely to allow the package to be dismissed out of hand. 
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The Bill as outlined above fell at the end of the Congressional 
session in Octobe1·, but it is the intention of Congressman 
McDenr1ott to revive it for the new session, beginning in January w 

He proposes to attach the Bill to a new general Trade measure 
(possibly a revival of last year's failed fast track initiative) and in 
that context have it voted thro·ugh without too much Congressional 
attention being paid to the financial requirements¥ On the 
assumption that no such initiative will run in a Presidential election 
year, McDertnott's staffers are predicting that any significant trade 
measure will have to be pushed through by the middle of 1999, or 
else be delayed until 200·1. There is at present no means of 
assessing whether or not this proposed procedure and timetable are 
viable. 

What can be predicted with reasonable certainty is that, in order to 
build a base of support for the measure, McDerrnott will be open to 
pressure from Congressional colleagues. McDermott himself is 
interested in trade promotion, rather than Ireland per se. His 
staffers are aware of the desirability of minimising the political 
aspects of the Bill that would be found difficult in Northern 
Ireland, and have professed themselves receptive to advice in this 
regard. However, ours will not be the definitive voice - some of 
the more contentious language in the present draft is acknowledged 
as coming from Ben Gilman's office, and as the latter during the 
course of next year develops his campaign for policing reform in 
Northern Ireland, such pressures seem likely to increase. And it 
would be safe to assume that other discordant voices will be added 
to the chorus. 
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Next Steps 

In the short term, we will attempt at this end to get further and 
better details of how the proposals set out above might be expected 
to operate. (For instance, precisely how in practical terms it is 
proposed to bring the Free Trade proposals line with EU, GA TT 
and WTO requirements, and how the Investment Corporation is to 
be set up). In the meantime, an initial reaction to the proposals 
from DED and the wider NortheITl Ireland system would be 
helpful. Assuming the legislation progresses as indicated, are there 
particular areas where efforts should be focussed to procure more 
satisfactory language? Can we tie this in with opposing the latest 
MacBride upsurge in California? 

Beyond that, the objective should be to get the Assembly or the 
new Government involved in shaping the Bill, although the 
timetable for such action may be difficult. Again, any thoughts 
from your side would be appreciated. 

An extensive circulation list is difficult to organise from here on 
Christmas Eve. Could I ask you to distribute as you feel 
appropriate? 

Peter Smyth (Dr) 
Director, Northern Ireland Bureau 

cc. PUS, NIO
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