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INTRODUCTION

stein.

The regional trade integration agenda, however, seems to have reached a new level of depth
on a world scale, having clear implications for international trade governance. Currently, a
to the size and importance of the economies involved.
In fact, countries such as Australia, Brunei Darussalam, Canada, Chile, Mexico, Malaysia,

9

ment.

portance of these economies worldwide and the fact that these negotiations are not primarily
1
focused on tariffs means that their policy implications will profoundly impact the architecture
of international trade.

regional free trade agreement in the world in terms of its economic impact. According to the
2

According to the Centre for Economic

Trade and Investment Partnership would result from the reduction of bureaucratic and regula
tory barriers and the liberalisation of trade in services, as well as government procurement.

it could also have profound political and economic impacts on other regions of the world like
Latin America and the Caribbean. Thus, potential TTIP impacts will need to be analysed in
light of the results of the ongoing negotiating process.
This study aims to identify major trends and possible TTIP implications for Latin America

it is essential to highlight that since TTIP negotiations are taking place at the time of writing,
any pronouncement on its results would be highly speculative. For this reason, this analysis
focuses mainly on identifying potential opportunities and/or challenges for the LAC region in
the context of these negotiations.
In order to provide empirical data and given TTIP potential implications for international trade

Geneva, Switzerland.
1 The average tariff rate is approximately 4.5%.
2

Most negotiators from other countries also asked for anonymity, but consented to the name of their countries being
mentioned in this study.
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1 CONCEPTUAL FRAMEWORK AND
BACKGROUND INFORMATION OF
TRADE AND INVESTMENT PARTNERSHIP NEGOTIATIONS BETWEEN THE
USA AND THE EU

both have been political allies. However, the coming together of both regions and the initial

4

of common interest. From that moment, economic cooperation was outlined as one of the top
priorities in the declaration.
From the 90s onwards, a series of summits were celebrated which lead to the signing of new
agreements and interregional cooperation frameworks. These brought the relations even closer.
However, it was not until 2007 when both regions developed three proposals for what a possible

and transparency in establishing regulatory policy and the creation of technical standards which
proposal focused on the complete economic liberalisation of both economies based on the

4
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Table 1.1 Background and TTIP timeline
1990

Declaration of US-EU Transatlantic Relations.

1995

Creation of the New Transatlantic Agenda (NTA).

1998

Joint statement on the Transatlantic Economic Partnership.

1999

Agreement on mutual recognition between EU-US.

1999

Creation of Transatlantic Legislators‘ Dialogue.

2005

Joint declaration on the Initiative to Enhance Transatlantic Economic Integration and Growth

2007

Framework for Advancing Transatlantic Economic Integration between the EU-USA.
Creation of the Transatlantic Economic Council.

2010

Progress in regulatory cooperation and innovation as a result of work of the Transatlantic Economic Council.

2011

Creation of the High Level Working Group (HLWG).

2012

High Level Working Group Interim Report.

2013

The European Council passes a Global Trade Agreement.
High Level Working Group Final Report.
President of the USA announces his intention to notify Congress of TTIP negotiations.
US-EU Joint Declaration to initiate necessary internal processes to launch TTIP negotiations.
The European Commission agrees a draft mandate for TTIP negotiation.
Obama Administration notifies the US Congress of the intention to commence TTIP negotiations.
The Committee on International Trade of the European Parliament (INTA) issues a resolution for
the preparation of the negotiation mandate for TTIP. The European Parliament issues said mandate.
Official launch of TTIP negotiations.
First, second and third rounds of negotiations are conducted.

2014

Creation of the Expert Group that advises the EU in negotiation processes.
The fourth, fifth and sixth rounds of negotiations are concluded.
Source: Author’s elaboration

convergence of the respective regulations, particularly in areas such as intellectual property,

kel, and ended up being elected to guide the ongoing partnership process.

for Advancing Transatlantic Economic Integration. This established a shared commitment to
As part of this framework, the Transatlantic Economic Council was also created, whose ob
jective was, and still is, to direct and accelerate the partnership process, advising leaders in
both regions and, similarly, facilitating cooperation and dialogue between policy makers and
stakeholders.
12

group emphasised that “transatlantic trade and investment are the central pillar of the global

lectual property.

place, both in Washington and Brussels.

THE THREE PILLARS OF THE TRANSATLANTIC TRADE
AND INVESTMENT PARTNERSHIP

agreements previously negotiated. According to the ECLAC, tariffs between the two are

The second pillar is that of regulatory convergence. The importance of this pillar lies in the
differences, especially cultural ones, that prevail in the internal regulations of both partners
and impact both goods and services such as: cars, agricultural products, chemicals, phar

The third pillar focuses on the regulation of issues that go beyond the bilateral/transatlantic
context and relate to the governance of global trade in systemic terms. This negotiation re
presents “an opportunity to agree on new disciplines on topics of common interest that are
tiations pose a scenario of WTO plus plus disciplines. Some areas of interest are: trade in
to trade.” 5
According to a report by the European Commission on the state of negotiations, some of the
to trade, sanitary and phytosanitary measures, and geographical indications in the context of

5
and the local development of intellectual property, at the expense of imported goods and services and intellectual property

13

hensive competitiveness strategy whose objective is, amongst other things, to ensure the status
quo of European companies in the “comparative advantages” of the future economy, especially
in the context of the emergence of new global competitors such as China, India, Brazil, Russia,
both blocs in terms of production but it is also, and ever more, a competitor in technology and
knowledge creation.

petitiveness against China, which along with Russia are two of the largest economies absent

The strengthening of intellectual property rights and the liberalisation of investments and ser
Global
Europe: Competing in the World, clearly outlines that knowledge, innovation, intellectual property
and services are essential tools for Europe to ensure its competitiveness in the global economy.
openness and stronger rules in areas of economic importance for Europe, such as investment,

In terms of economic globalisation – understood as an increase in economic openness and the

portant role in the regional integration agenda since the 90s.

term implications for developing countries. In exchange for greater market access, developing
countries have committed to standards that go beyond those established in the World Trade Or
ganization, especially in areas such as intellectual property, investment, services, government
procurement, amongst others. These commitments, however, may impact, limit, and/or deeply

In the context of trade and development debates, the concept of policy space has been
directly linked to “domestic policies that encourage the development of industry, trade and
“

14

In this sense, the notion of policy space is based on three principles of international law and

autonomy of governments to use a diverse range of policy instruments in order to promote in
clusive development and the ability of the State to orchestrate the process.

manner, manage to develop institutional designs sensitive to local opportunities and limitations.

has played a key role in the impressive development of South Korea, Taiwan, Hong Kong and
Singapore. The governments of these countries used both national policies and international
trade frameworks to develop local capacities and to absorb and adapt knowledge from other

In these countries the active role of the State in the creative management of policy spaces on
infant industries, adding value to production, promoting innovation systems for research and
development, direct foreign direct investment, creating productive and integrative linkages with
the domestic economy and the effective transfer of technology, and strengthening national com
panies that would become spearheads of the economy improving their participation in the global

form the political and economic governance of international trade. Although both agreements
are currently under negotiation and their effects will only be established once the stakeholders

power relations in the global economy.

countries and/or regions that represent a major portion of international trade and foreign direct

they aim to create economic spaces that transcend the bilateral logic of most existing regional

global economic institutions is being put to the test due to the rise of emerging economies.
In fact, the stalemate in Doha Round negotiations in the WTO and demands for governance
15

reforms in the International Monetary Fund, amongst other things, illustrate the pressure and

the result of a process of cooperation and partnership between the two regions that started in
the 90s. On the other hand, however, the lack of agreement in World Trade Organization ne
gotiations has created a vacuum in an organization that was conceived as the creator of trade
rules par excellence.
WTO plus and WTO extra.

vestment opportunities. In other words, members expect that these agreements advance their

economy, any negotiations and eventual agreements that arise from these negotiations will
have a systemic effect on international trade governance. Therefore, it is essential to inquire
as Latin America and the Caribbean.
In general terms, one potential direct or indirect impact of TTIP and the TPP on third countries
Although in some cases this might be positive, in others it could lead to unnecessary or counter
productive restrictions on policy spaces in highly heterogeneous regions like Latin America and
the Caribbean. These impacts could also be felt in the context of regional relations between the

of China and its growing presence in Latin America and the Caribbean is a major challenge for

16

Finally, the emergence of economies such as Brazil, Chile and Mexico and to a lesser extent
Peru and Colombia, as well as the crisis in the Euro zone have rendered the old geopolitical

gence of a potentially new political and economic order at the international level.

17

2 TRADE, INVESTMENT AND
LABOUR MARKETS: TRENDS IN LATIN
AMERICA AND THE CARIBBEAN

The emerging economies, and particularly the Chinese economy, have experienced sharp and

domestic level, as well as new investment trends and the creation of new goods and services
markets of greater added value.

both regions have not grown with the same impetus. These, however, continue to be the highest

Figure 2.1: GDP at constant prices. Percentage changes
20 %
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14,16 %
9,21 %

9,63 %

10 %
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1,79 %

0,80 %

0%

– 0,29 %
– 2,80 %

–5%

– 5,08 %

2007

– 10 %
China

Germany

2008

2009

United States
Source: IMF WEO Database

In the context of the 2008 economic crisis, China showed a resilience that allowed it to con
tinue to grow, in spite of the global repercussions of the crisis. Figure 1.1 contrasts the Chinese
economies.
18

Eurozone, was struggling – and continues to struggle – with the institutional failures that arose

markets in crisis. However, in spite of this, China has become a major player in international
and regional trade.

MERCOSUR, THE ANDEAN COMMUNITY, CENTRAL AMERICA
AND MEXICO AND CARICOM
The economic performance of Latin America and the Caribbean is currently marked by hetero
geneity and fragmentation. Even though the region has experienced important levels of growth
in recent years, it is evident that this has not impacted all countries in the same way. Accord

7

Following this logic,

Mexico, which experienced an increase of 7.25 percent.
7 For CARICOM, three countries with different characteristics were chosen: Firstly, a country with high economic growth and an

19

Table 2.1 Trade flows of goods and services in LAC in millions of U.S. Dollars
MERCOSUR

Andean C.

CA & Mexico

Exports*

Imports*

Exports*

Imports*

Exports*

Imports*

2005

172,690.5

138,025.7

51,606.2

45,825.8

234,971.6

260,573.4

2006

198,631.2

173,462

65,181.2

56,660.4

273,170.2

300,763.5

2007

231,358.2

230,117.6

77,296.3

70,396.7

297,169

335,002.6

2008

285,926.1

309,006.6

94,520.6

92,036.5

317,957

370,519.3

2009

22,2041.9

229,977.3

79,157.3

72,342.1

254,808

282,149.3

2010

286,173.9

307,212.6

99,820.2

92,394.6

327,238.4

357,752

2011

358,986.1

376,700.8

134,721.0

121,457.3

383,550.4

421,901.1

Growth (%)

11.02

15.42

14.69

14.94

7.25

7.12

Granada
Growth (%)
(2005-2011)

3.26

0.31

Antigua and Barbuda

Dominican Republic

-18.42

-2.08

0.18

3.31

* in US$
Source: Based on data from central banks and institutes of information from relevant countries.
Table 2.2 Simple average of the five main export destinations in each region’s structural weight
Destination

MERCOSUR

Andean C.

CA. and Mexico

Towards Brasil

22.79%

32.55%

–

Towards Colombia

11.76%

–

–

Towards
the United States

11.05%

29.28%

39.64%

Towards China

10.98%

–

–

Towards Argentina

7.53%

–

–

Towards Chile

–

7.74%

–

Towards Japan

–

5.36%

–

Towards Peru

–

5.16%

–

Towards Venezuela

–

–

15.32%

Towards Germany

–

–

9.60%

Towards Salvador

–

–

9.22%

Towards Honduras

–

–

8.01%

Towards Europe

13.62%

6.22%

9.06%

Note: Missing data for the countries of CARICOM.
Source: Elaborated with data from central banks and research institutes.

hand, countries from the south of Latin America have strengthened their trade ties with Asia.
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Table 2.3 Simple average of the five main suppliers of goods in each region’s structural weight
Supplier

MERCOSUR

Andean C.

CA. and Mexico

Brazil

19.60%

9.01%

–

China

16.81%

15.78%

8.44%

The United States

12.81%

21.25%

38.02%

Argentina

9.56%

12.67%

–

Peru

6.54%

–

–

Colombia

–

8.71%

–

Venezuela

–

–

20.29%

Taiwan

–

–

8.27%

Costa Rica

–

–

8.27%

Europe

12%

12.5%

7%

Note: Missing data for the countries of CARICOM.
Source: Elaborated with data from central banks and research institutes.

and the Caribbean lie especially in the importation of primary products.

Aside from Brazil, Colombia and Argentina have also become important destination markets for

Venezuela, however, comes second in relevance as a result of the market access agree
8

8 The Bolivarian Initiative for the people of our America.
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Table 2.4 Total FDI received from the U.S. and the EU from 1994-2012
CA and Mexico

MERCOSUR

Andean C.

The United States

176,262.44

81,406.07

49,487.47

Europe

133,148.83

272,750.91

117,500.92

Difference (Europe-The
United States)

-43,113.60

191,344.84

68,013.45

Proportion (Europe /
The United States )

75.54%

335.05%

237.44%

Note: The data from Mexico, Paraguay and Brazil comprises the period 1994-2013, Bolivia includes data
until 2008; the graph does not include data for Venezuela, Argentina and Honduras. Data is in U.S. million
dollars. CARICOM is excluded due to missing data.
Source: Elaborated with data from Central Banks.
Table 2.5 FDI destination by region and sector in millions of U.S. Dollars
CA and Mexico

MERCOSUR

Andean C.

Energy, mining
and quarrying

32,452.86

Construction

5,343.54

Mining,
quarrying, oil,
gas and energy

105,060.43

Agricultural
sector

3,327.57

Agricultural
sector

94,466.90

Business
services, trade

22,419.34

Communications

12,178.69

Trade and
services

220,447.27

Agricultural
sector

11,406.79

Trade

13,496.95

Mining,
quarrying, oil
and gas

5,198.24

Transport

14,259.05

Note: CARICOM is excluded due to missing data.
Source: Elaborated based on data from Central Banks and
research institutes in member countries of each region.

America and Mexico. However, its presence in regional imports is still greater than the Eu

FOREIGN DIRECT INVESTMENT

concentrated in Brazil, whilst in 2010 China was the third largest investor in the region after the

clearly illustrated in Table 2.4.
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Figure 2.2: Total FDI received in LAC from the US and the EU from 1994-2012

Millions of US$

300000
250000
200000
150000
100000
50000
0
CA and Mexico

MERCOSUR
The United States

Andean C.

Europe

Note: Data from Mexico, Paraguay and Brazil is comprised over the period 19942013, Bolivia includes data until 2008; the graph does not include data for Venezuela,
Argentina and Honduras. CARICOM is excluded due to missing data.
Source: Based on data from Central Banks.

Moreover, countries from Latin America and the Caribbean are, in turn, increasingly becoming

is mainly directed to trade and the services sectors followed by the agricultural sector. Finally,
in the Andean Community, FDI is mainly directed towards mining, oil, gas, and energy sectors.
This suggests that investment interests in the region continue to lie primarily on the provision
and extraction of raw materials.

LABOUR MARKETS IN LATIN AMERICA AND THE CARIBBEAN

23

Figure 2.3: Average unemployment rate in different regions as a percentage of
the economically active population in 2011

Andean C.

5,62 %

MERCOSUR

5,79 %

6,26 %

CA and Mexico

5,20 %

5,40 %

5,60 %

5,80 %

6,00 %

6,20 %

6,40 %

Percentage of the EAP
Note: CARICOM is excluded due to missing data.
Source: Elaborated with on data from Central Banks and
research institutes from each member country.

CASE STUDY 1: TRADE, INVESTMENT, AND LABOUR MARKETS
IN 4 COUNTRIES IN LATIN AMERICA AND THE CARIBBEAN
With the purpose of further exploring the inherent social and economic heterogeneity in

Table 2.6 Trade flows of selected countries to and from the EU and USA
in 2012 in millions of dollars
Exports
Brazil

Ecuador

Nicaragua

Jamaica

The United States

26,700.85

10,617.08

765.26

648.12

Europe

31,417.89

2,244.97

314.56

7 283.90

Imports
The United States

32,362.68

6,802.40

1,075.81

1,850.30

Europe

29,429.72

2,678.26

444.77

369.47

Source: Elaborated with data from Central Banks

tively more important. Imports follow similar trends.

24

228 million, respectively.
According to employment growth rates in sectors receiving FDI, the impact is minimal or de
creasing. Employment growth rates have declined in most of the sectors where there have
sitive annual growth in terms of job creation, it is necessary to further analyse the quality of
the jobs directly created by FDI. However, this minimal impact on employment may be due
to the fact that investment has been mainly directed to sectors that are not labour intensive,
such as energy. In turn, it is possible that technologies being introduced in these sectors are
more capital and less labour intensive.

higher volumes of FDI is higher than the reduction rate of informal employment. In Ecuador
and Brazil, informal employment reduction rates are higher than employment creation rate
in these sectors. Structural changes in informal employment are not explained by employ
account that a reduction in informal employment rates is not necessarily due to an increase
in formal employment, but rather to other factors. For example, an increase in the number
of workers registered in social security. This, however, in turn does not necessarily ensure
that these workers have formal employment.
Table 2.7 Annual average employment growth by economic sector*
Average annual employment growth by economic sector
Nicaragua

Ecuador

Brazil

Agriculture, hunting
and forestry

–

–

– 4.66%

Mining and quarrying

–

– 0.52%

0.85%

Manufacturing

–

– 0.64%

– 0.64%

Trade

– 0.77%

-0.10%

–

Services

2.70%

–

3.69%

Overall growth rate
(the five sectors of FDI)

0.97%

– 0.42%

– 0.19%

* Nicaragua includes years 2001, 2005 and 2009. Ecuador includes years from 2003-2012. Brazil
includes years from 2004 to 2012. Information was missing for Jamaica. Source: Elaborated with
data from SEDLAC.
Source: Elaborated with data from Central Banks
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Table 2.8 Informality*
Informality
Nicaragua

-0.58%

Ecuador

-4.48%

Brazil

-4.85%

*Nicaragua includes data from 2001 and 2005. Ecuador includes data from 2003-2011. Brazil includes data from 2004 to 2011. Information was missing for Jamaica. Source: Elaborated with data from
SEDLAC.
Source: Elaborated with data from Central Banks

Finally, labour markets in these countries, except for Jamaica, show unemployment rates

highest unemployment rate reaching 12.18%.

Percentage of the EAP

Figure 2.4: Open unemployment rates as a percentage of the Economically Active Population
15
10
5
0
2008

2009
Nicaragua

2010
Brasil

Ecuador

2011

2012

Jamaica

Source: Elaborated with on data from Central Banks and
research institutes from each member country.
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3 POSSIBLE TTIP IMPACTS AND THE
HETEROGENEITY OF FREE TRADE
AGREEMENTS BETWEEN LATIN
AMERICA & THE CARIBBEAN, THE EU,
AND THE U.S.

In Latin America and the Caribbean, there is a heterogeneity of regional and bilateral trade
raphy of the region rests upon a variety of mutual concessions, export quotas, tariff cuts, and
reached. As a result, these agreements impact on policy space and inclusive development in
Latin America and the Caribbean in different ways. The potential implications from current TTIP
negotiations will thus be explored from this analytical perspective.

impact of the global economic crisis, but also due to the impasse of Doha Development Round
negotiations. According to WTO negotiators, the latter plays a crucial role in current negotiations.
9

Although the partnership between both economies is perceived as “natural” given their com
relations at the World Trade Organization is one of the cornerstones of current negotiations.
negotiations are particularly motivated by the lack of progress at the multilateral level and the
geopolitical interests in the context emerging economic powers.
Given the crucial role that economies like China, Brazil, India, amongst others, now play at the
assert their interests and preferences, and worldviews.
concept of Doha does not work.”

10

This has led not only to the creation

11

With the exception of the Multilateral Agreement on Trade Facilitation reached during the

27

Table 3.1 Free trade agreements signed and/or in negotiation in LAC
Country

Region

US

EU

Other

Antigua and Barbuda

Yes

No

Yes

No

Bahamas

Yes

No

Yes

No

Belize

Yes

No

Yes

No

Dominica

Yes

No

Yes

No

Grenada

Yes

No

Yes

No

Guyana

Yes

No

Yes

No

Haiti

Yes

No

Yes

No

Jamaica

Yes

No

Yes

No

Montserrat

Yes

No

No

No

Dominican Republic

Yes

Yes

Yes

No

Saint Lucia

Yes

No

Yes

No

St Vincent and the Grenadines

Yes

No

Yes

No

Suriname

Yes

No

Yes

No

Trinidad and Tobago

Yes

No

Yes

No

Costa Rica

Yes

Yes

Yes

Yes

El Salvador

Yes

Yes

Yes

Yes

Guatemala

Yes

Yes

Yes

Yes

Honduras

Yes

Yes

Yes

Yes

Nicaragua

Yes

Yes

Yes

Yes

Colombia

Yes

Yes

Yes

Yes

Ecuador

Yes

No

In Negotiation

No

Peru

Yes

Yes

Yes

Yes

Argentina

Yes

No

In Negotiation

Yes

Bolivia

Yes

No

In Negotiation

No

Brazil

Yes

No

In Negotiation

Yes

Paraguay

Yes

No

In Negotiation

Yes

Uruguay

Yes

No

In Negotiation

Yes

Venezuela

Yes

No

No

No

Chile

Yes

Yes

Yes

Yes

Mexico

Yes

Yes

Yes

Yes

Panama

Yes

Yes

Yes

Yes

Source: Author‘s elaboration based on WTO data

9
economies and as a way to advance and facilitate bilateral trade. However, they consider it to be more of a political
partnership rather than a technical one.
10
preferences of their own multinational companies especially in areas like: intellectual property, investment, services, amongst

11
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12

The balance of power has thus certainly been

altered.

er in trade negotiations.

For this reason, Latin America and the Caribbean observe the ongoing

14

Contrary to the WTO where each country has the right to vote

and therefore to veto an agree
15
current TTIP negotiations

will have worldwide systemic implications.
Currently, Latin American and the Caribbean countries only participate as external observers.
The majority of trade negotiators inform themselves of the state of the negotations through the
international press, just like the rest of the citizens of the world. Some, however, obtain informa
tion through informal channels. In general terms thus, the negotiations are taking place behind

This has alarmed European civil society, in particular, demanding greater transparency from

POLITICAL-ECONOMIC TRADE-OFFS OF TTIP NEGOTIATIONS
Most trade negotiators and experts in Geneva agree that the market access pillar will not rep
resent much complexity in the negotiations given that the tariff structures of both economies
are similar. The majority of tariffs are relatively low, except from goods experiencing “tariff
17
peaks.”

12 It should be noted that the Indian Government recently objected to sign the Multilateral Agreement on Trade Facilitation.
This could as a result turn it into a plurilateral agreement, which among other things would question the ability of the WTO to
reach multilateral agreements in the future.

but if it ends up happening, it will undoubtedly have an impact on the WTO, and for this reason I refer to a WTO Two or

14 Founding principle of the WTO, which states that each country has the right to one vote on the approval of agreements.
15
In the corridors of the WTO and informal conversations with negotiators from both blocs.
17 Relatively high custom duties that stand above the average tariff level and are usually related with “sensitive” products.
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merce.

18

their goods and services, reducing regulatory barriers and reaching an agreement on geo
graphical indications, among other issues.
The main trade off in these negotiations, however, will most likely focus on regulatory issues
such as rules and technical standards, sanitary and phytosanitary measures, and regulations
what extent standards may become equivalent.

19

is not only the technicalities around rules and standards, but also two regulatory cultures that

negotiations. Both sides have thus chosen to exclude certain sectors from the agreement.

20

Moreover, politicians and negotiators are now refering to regulatory “coherence” instead of “con
vergence” in the context of TTIP negotiations. According to Christophe Bellmann, the maximum
21
level of ambition in regulatory terms in these negotiations will most likely be the potential

those that have the capacity to adapt and comply with the new standards.

lan negotiators emphasize:

22

18
Geneva, 19th May 2014.
19 Ibid.
20

21 Interview with Christophe Bellmann, Senior Research Fellow, ICTSD, Geneva, May 19th, 2014.
22 Interview with trade negotiators from Guatemala to the WTO, Geneva, May 20th, 2014.
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the moment.”
According to Bellmann, countries that do not follow or are not capable of adapting to the norms
risk of being “left out”:

goes on today. The difference lies in the fact that in this agreement regulatory coherence
23

POSSIBLE IMPACTS OF TTIP NEGOTIATIONS AND HETEROGENEITY IN LATIN
AMERICA AND THE CARIBBEAN

port standards in turn would imply higher compliance costs for export businesses in these countries

cial for all countries in the region. According to Mexico, if both blocs were to agree, for example,
the standardisation of sanitary and phytosanitary measures and technical barriers to trade, this

If, in addition, harmonisation was carried out based on international standards and the reduction
24
In the
case of Mexico, a common export standard in the automotive, chemical and electronic sectors
Interview Christophe Bellmann, ICTSD.
24 Interview with trade negotiators from Costa Rica to the WTO, Geneva, May 20th, 2014.
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25

would facilitate exports from this country to both blocs. Thus, a key though still uncertain fac
tor in these negotiations has to do with how the two blocs will discuss the implementation of po
tentially new standards arising from TTIP with countries at very different stages of development.
While it is not yet possible to accurately identify potential results of these negotiations, what the

Argentine trade negotiators consider themselves “skeptical” about the ambition of a potential

or Europe could experience enhanced competition in both markets. Indeed, as a result their ex
ports could be eventually displaced. Currently, Argentina is the third largest wine exporter to the

especially processed foods, could be displaced. This could largely impact on the participation
and/or positioning of these countries in global value chains, especially in agriculture.

trial and processed goods. One of the main risks for Latin America and the Caribbean in the
context of TTIP is the possibility of perpetuating itself as a supplier of raw materials.

high. Some of these are the textile and clothing and agricultural sectors and, in particular, prod
27

According to Jamaica, this could lead to trade diversion and preference erosion, which could
Caribbean countries could certainly be vulnerable to trade diversion given their dependence on
28
trade preferences, as well as a limited range of exports and economies of scale.
25

27 Interview Mexico, 2014.
28 Interview with Jamaica trade negotiators in the WTO, Geneva, May 15th, 2014.
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The impact of TTIP in Latin America and the Caribbean will therefore depend on the volume

nomic diversity of the region, impacts will also depend on the level of integration these countries
trade agreements.

CASE STUDY 2. PARTNERHIP AGREEMENTS BETWEEN THE EU-CENTRAL
AMERICA AND EU-CARICOM FROM A COMPARATIVE PERSPECTIVE

sociation Agreement in the case of Central America and an Economic Partnerhip Agree
ment in the case of CARICOM. However, these agreements bear profound differences in
terms of their policy space and inclusive development implications.

such as beef, sugar, dairy products, textiles and clothing will not phase out, but rather enter
limited to a few products and expired before those in Central America.
Table 3.2 Export quotas obtained by Central America and CARICOM
Central America

CARICOM

Beef: 9,500 Metric Tons (MT).

Rice: 187,000 MT for 2008 and 250,000 MT for
2009 until complete liberalisation.

Sugar: 150,000 MT with an annual increase of
4,500 MT.

Sugar: 60,000 MT until complete elimination of
sugar tariffs between 2009-2010.

Rice: 20,000 MT with an annual growth of 1,000
MT.
Rhum: 7,000 HL with annual growth of 300 HL.
Dairy products (imports): 1,900 MT powder milk
and 3,000 MT Cheese.
Source: Author‘s elaboration based on Carrión Fonseca (2012)

In exchange for market access, both regions commited to standards beyond those set out
at the WTO, particularly in areas such as investment and intellectual property. However,
CARICOM. In fact, Central America had already signed a free trade agreement with the

indications for some of its agricultural products. As for CARICOM, member countries mana
ged to protect their policy space more.
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Table 3.3 Comparative results of Central America and CARICOM FTAs with the EU
Central America

CARICOM

As part of the intellectual property rights‘ commitments under the agreement, the region signed
the International Union for the Protection of New
Varieties of Plants (UPOV) and the Budapest Treaty on the International Recognition of the Deposit
of Microorganisms.

CARICOM countries were allowed to study the
posibility of adhering to UPOV in the future. However, they did have to sign the Budapest Treaty on
microorganisms.

The definition of a “public health threat” was not
constrained. Instead, both parties should refer to
Both agreements allow the patenting of plant the WTO Agreement on Trade-Related Aspects of
varieties and genetic material since the Budapest Intellectual Property Rights (TRIPS).
Treaty does not clearly define what a “microorganism” is.
A dispute settlement mechanism between the
State and the foreign investors was not establisThe definition of what constitutes a “public health hed.
threat” was limited to certain events. Under the
WTO, parallel imports of generic drugs can be However, as in Central America, the State may
pursued (WTO 2003). Generics are usually less not impose regulations that directly or indirectly
costly for developing countries.
require that a proportion of a regulated product
comes from domestic sources.
Host countries cannot demand foreign direct investors to garantee: local content and backward
linkages. Thus, the State cannot request foreign
investors that part or all of their production may
use domestic inputs.
Source: Author‘s elaboration based on Carrión Fonseca (2012)

Latin American and Caribbean countries that currently have free trade agreements with the
both blocs establish mechanisms of complementarity.

negotiate free trade agreements with both blocs given the tendency of GSP market access to
29
expire and be volatile. It is therefore essential, to try to identify possible tensions and comple
mentarities with existing trade agreements in Latin America and the Caribbean and the TTIP in
order to further understand some of its possible impacts.

POSSIBLE TENSIONS AND/OR COMPLEMENTARITIES BETWEEN THE TTIP
AND BILATERAL TRADE AGREEMENTS: POSSIBLE IMPLICATIONS FOR LATIN
AMERICA AND THE CARIBBEAN
One of the potential complementarities that could arise between TTIP and trade agreements

29 The GSP is a unilateral market access scheme granted by developed countries to developing countries. It is of a temporary
character and sensitive to priorities and constraints that are in many cases political. Moreover, some GSPs such as the
Caribbean Basin Initiative have expired while others may expiry in the near future.
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connection with current rules of origin present in free trade agreements in Latin America and the
Deep integration could also be strengthened.
In other words, if TTIP establishes complementarities between its rules of origin and those of
product in Latin America and the Caribbean could be considered as having “originated” in any

was agreed in the FTAs signed with the region.

Indeed, this could strengthen the role of Mexico as a production and export platform for the
with both blocs – into an important business centre. For instance, the region could attract pos
sible outsourcing of business processes from both markets, with a special emphasis on the

According to some analysts, countries who manage to meet the new requirements arising from
TTIP will be able to better connect to these economies, receive technology transfer, increase
their capacity, and insert themselves into global value chains.
It is important to note, however, that FDI attraction is not only due to the adoption of new rules
and business standards or adhesion to free trade agreements. Foreign direct investment re
sponds to a multiplicity and simultaneity of subjective and objective elements. In many cases,
tional strength and effective administration of justice, as well as potential and economic viability
of the sectors concerned.
If TTIP were not to establish complementarities with the rules agreed upon in free trade agree
ments currently under implementation in Latin America and the Caribbean, the region – and
especially countries with a lesser degree of development and/or that do no currently have an

Interview with Mexico, 2014.
Interview with Christophe Bellmann, ICTSD, 2014.

process, which is usually less costly and more effective.
Interview with Harsha Singh, ICTSD, 2014.
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the concessions obtained in free trade agreements under export quotas granting market access
at zero tariff. Thus rather than an erosion of tariff preferences, Latin America and the Caribbean
tions are completed, it will be necessary to identify the products liberalised under the agreement
and engage in political and economic dialogue with both parties in order to minimize possible

According to trade negotiators from Chile, one of the main tensions that could arise between
TTIP and free trade agreements in Latin America and the Caribbean would be a de facto “gradu

them.

Trade Agreement

were to sign the TPP agreement, Chile, Peru and Mexico would have to adopt these standards.
It is worth noting that, as mentioned above, adopting higher standards in certain areas is not

competitiveness strategy. TTIP therefore is just one piece in this strategy.
Currently, TPP could have a major impact in this area for Latin America and the Caribbean
an exponential increase in the protection of intellectual property rights. If rules currently under
that is transnational pharmaceutical companies, would increase. This would tip the balance of
structural power in favor of these actors.

the TPP seek to further limit the use and production of generic drugs in Latin America and the
the case of a public health threat.
of Intellectual Property Rights allows developing countries to import generic medicines in the
context of a public health emergency.
This is a multilateral agreement that proposes the establishment of greater protection for intellectual property in order to
prevent counterfeit goods, generic medicines, and Internet piracy.
Interview with Chile, 2014.
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other words, they restricted their policy space in this important area. TPP has the potential to
Although TPP and TTIP are different agreements, any increase in intellectual property stand
ards resulting from TPP negotiations could deeply impact what will eventually be agreed upon
under the TTIP.
According to Mexico, both TPP and TTIP results will be very similar. According to negotiators,
having different disciplines in both agreements could be counterproductive for trade facilitation
between the blocs that such agreements seek to form, as well as for the rest of the world.

Mexico and Canada.
by those received under the TPP agreement.

to enter into negotiations of bilateral and regional trade agreements.
Such a tacit or explicit strategy has paid off. Long postponed negotiations between MERCO
in the negotiations. Meanwhile, Ecuador, which left the negotiating table during the European

free trade agreement.

ern economic bloc is currently working on a joint list of demands and offers.
intellectual property, services, and investment. These will certainly go beyond WTO standards,

Ibid.
Interview with Mexico, 2014.
Interview with Argentina, 2014.
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markets. In the context of TTIP negotiations, Argentine negotiators hope that the FTA with the
40

impacts will be deeply marked by such structural differences and existing FTA commitments,
rules, and trade concessions at the regional level.
A key element stands out, however, in light of this analysis: whatever the result of TTIP is,

currently weak integration and regional institutionalisation processes.

regional complementary agendas in order to reduce potentially negative impacts and enhance

40 Ibid.
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4 IMPLICATIONS FOR
INTERNATIONAL TRADE GOVERNANCE
AND BI-REGIONAL RELATIONS
BETWEEN LATIN AMERICA AND THE
CARIBBEAN AND THE EU

ernance of international trade. The creation of the World Trade Organisation in 1995 marked
the WTO emerged with the objective of establishing multilateral rules and regulations to insti
areas such as intellectual property rights, investment, and environment, which emerged from

Compared to international organisations such as the World Bank and the International Monetary
Since its conception in 2001, the Doha Development Round was intended to reform the system
in order to improve the trade prospects of developing countries.
Twelve years later, the world has changed. Power relations are being transformed by a series
of crucial events such as global economic crises which have hit developed countries, as well as
the emergence of new economic powerhouses. The WTO has become a place where “almost
41
nothing happens” due to current political and economic challenges.
According to Guatemalan trade negotiators, this has created a vicious circle in which the prolif
eration of bilateral trade agreements is promoted as a result of the lack of multilateral consen
sus. In turn, these bilateral agreements, however, discourage multilateral ones since they could
42
lead to the erosion of preferences or bilateral concessions.

41 Interview with Guatemala, 2014.
42 Ibid.
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the WTO package deal.

centres of power. Some analysts may argue that this is something that already happens.

to create trade blocs where only founding members will have a say in establishing the “rules of
the game.” This could become a major challenge for democracy and effective participation. Two
inherent elements of the current international trade system.

rests, priorities, and limits regarding trade policy. The latter should, at best, be closely linked to
complementary public policies geared to foster inclusive development at national and regional
levels.

THE WTO AND INTERNATIONAL TRADE GOVERNANCE
There is much debate among trade negotiators at the World Trade Organisation about potential
international trade governance, in general, and the WTO as an institution, in particular.

obsolete in the area of intellectual property rights. Compared to current proposals for IPR pro
tection standards at TTIP and TPP negotiating tables, the WTO Agreement on Trade Related
Aspects of Intellectual Property Rights allows for much broader policy space for developing
countries. If countries were to adopt WTO plus plus standards under these new arrangements,
44
this leeway will become practically irrelevant in the future.

44 Interview with Pedro Roffe, Senior Fellow Intellectual Property Rights, ICTSD, May 20th 2014.
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Latin America and the Caribbean have not yet taken full advantage of the policy space estab
term business priorities:
“... Most Latin American and Caribbean countries have committed to stricter intellectual property
protection standards in their bilateral trade agreements because they had other interests during
45
negotiations and have considered intellectual property as a bargaining coin.”
For Bellmann, the emergence of large trading blocs would mainly affect small countries which
are not considered “attractive” enough in terms of trade negotiations from the perspective of
large economies. For these small players the WTO remains the best forum for negotiations and
the creation of international trade rules.

of the main concerns for Latin American and Caribbean countries, is that the WTO may lose
relevance. In turn, this could lead to the creation of external dispute settlement mechanisms or
courts outside the current WTO framework.

regional agreements and the WTO will coexist harmoniously. Many even claim that current

at the multilateral system. This will play a key role in stagnant Doha negotiations and may also
47
facilitate negotiations over “new” issues at the WTO.

members. These informants state that this is what happened with the agreement on trade fa
48

Yet, for some analysts, the creation of highly integrated economic blocs would increase the
pressure to return to the multilateral system to solve any tensions that may arise from the ap
49
plication of new standards. From this perspective, the WTO would not become irrelevant, but
rather the opposite.

45 Ibid.
Interview with Christophe Bellmann.
47 Ibid.
48 Interview with negotiators before the WTO from an Andean Community member country, Geneva, May 21st, 2014.
49 Interview with Harsha Singh.
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50

For Chile, striking a balance on these “new” issues would advance Doha Round negotiations.
WTO membership that, on the one hand, wishes to bring the Doha Development Round to a
successful conclusion. Yet, on the other, is unwilling to modify its negotiating positions without
getting something in return in key areas such as market access for developing countries, agri

BI-REGIONAL RELATIONS BETWEEN THE EUROPEAN UNION AND LATIN
AMERICA AND THE CARIBBEAN

“balanced trade.” However, these were not ambitious enough to attend the demands of Latin

Development aid became thus the only economic tool to support political dialogue and set out
always part of the agreements and could be distributed on a discretionary basis by the Euro

to be perceived as a development alternative to overcome internal and external problems and

50

42

nomic, social and political consequences for the region. Europe played a key role in the peace
process carried out at the end of that period. From then on, it has supported Latin American
and Caribbean countries throughout the democratisation processes and the defense of human

region. This was based on political dialogue, “enhanced” economic cooperation, and trade libe

integration scheme in a differentiated manner.
The rapprochement between both regions, however, would be affected as a result of the at

The global economic crisis and political importance of China and India, among others, are some

the “back seat”.

In the case of Latin America and the Caribbean, current high prices of raw materials are mostly
behind the economic growth experienced in the region. Many governments have implemented
social policies in order to improve wealth distribution. Some countries have focused on ge

fragmented.
Indeed, some countries such as Brazil, Peru, Mexico, Colombia and Chile are currently growing.
In contrast, other countries in Latin America and the Caribbean face challenges including vio
43

lence and security problems, State fragility, political instability, and governance issues that affect
their economic growth and social welfare.

tunity to revive European and Latin American and the Caribbean partnership in all of these areas:

Economic growth and poverty reduction in some countries in Latin America and the Caribbean
opportunities for sharing and solving common problems. Thus, a new paradigm is needed to
challenges of the modern world.
The consolidation of democracy in Latin America and the Caribbean, a process in which the

policy is more likely to advance in a sustainable manner.

TTIP IMPLICATIONS FOR BI-REGIONAL EU –LAC RELATIONS

regional relations. If the agreement were to establish complementary mechanisms, not only on
a technical level, but also on a political scale with FTAs in Latin America and the Caribbean,

TTIP could thus underpin integration between both regions, attract more investment, from Eu
have reached a global level and already operate in Europe
51

44

51

Caribbean could see Europe as a new investment destination.

more advanced economies in the region, could generate political and cooperation agreements,

If, additionally, TTIP were to allow the cumulation of origin and a certain degree of product
transformation in Latin America and the Caribbean based on existing FTAs, both regions would

turn, Latin America and the Caribbean could link to global value chains on better terms.

rights, democracy, justice, adapation to climate change, and sustainable development issues.
If, however, TTIP were not to establish complementary mechanisms to promote sustainable

the region. Both regions could lose an important political and economic ally.
Failing to establish complementary norms and standards with free trade agreements in Latin
America and the Caribbean, TTIP could also isolate countries in the region whose export struc
ture is not as diverse. Moreover, not having similar or common export standards to access both

exports from the Latin America and Caribbean region could be crucial to improve access to the

Latin America and the Caribbean.
45

Indeed, maintaining the current status quo would not allow the region to progress towards va
to a deepening of the intensive natural resource extraction model being currently implemented
in many LAC countries with serious environmental impacts in the short, medium and long term.
Moreover, if TTIP increased intellectual property standards, as is currently being proposed un
der TPP negotiations, Latin America and the Caribbean would face great challenges. Indeed, if
both agreements were to change the balance of power in favor of transnational pharmaceutical
companies, public health around the world could be largely affected. Political repercussions of

Both regions, however, have key historical and cultural ties that can enhance their understan
can learn from their experiences, knowledge, technology and position in the world to manage
crisis and foster sustainable economic development. The search for complementarity, cohe
rence and synergies in foreign policy, including trade, will play an essential part in present and

Finally, in a multipolar world in constant change and transformation, neither of the two regions
should lose space for political economic dialogue. Present and future social, economic, and
environmental global challenges can only be addressed through interrelation and interconec
tedness, and the pursuit of mutual welfare.

46

5 CONCLUSIONS

TTIP negotiations may generate both opportunities and challenges for Latin America and the

should implement effective and heterogeneous measures.
TTIP results will have systemic implications on international trade governance and the World
Trade Organisation in the medium and long term. However, these will only be clearly determined
once negotiations are concluded and made public. Whatever the outcome of these negotiations,
it is important that Latin American and Caribbean countries maintain an ongoing dialogue with
signed with both blocs.

tilaterally so that standards under negotiation remain consistent and emphasise complemen
tarities with FTAs, while maintaining policy space. That way, TTIP could become an engine for
economic integration between the LAC region and both blocs.
It is crucial that that Latin America and the Caribbean work together on national and regional
policy agendas to strengthen their position in the world economy. The multiplication of existing

The latter will create capacities and opportunities for all Latin American and Caribbean coun

development objectives in the region. This will be crucial for the promotion of economic growth,
poverty and inequality eradication, and the integration of Latin America and the Caribbean into
the world economy on more effective and sustainable terms.

47

BIBLIOGRAPHY

AFP
de las empresas latinoamericanas”
http://www.elespectador.com/noticias/econo

20 June 2014.
Amsden, A. H.

“Comment: Good

Theory” Studies in Comparative International

Bácerna, A.

“Oportunidades para pro

Banco Mundial
accessed May – June 2014.
Carrión Fonseca, G.

“El acuerdo de

Amsden, A. H. y W. W. Chu
Comisión Económica Para América Latina
cies. Cambridge, MA: MIT Press.
Andes
cierran acuerdo comercial multipartes tras
cuatro años de negociaciones”

comercio mundial” en Panorama de la Inser

(2013b),
accessed 14 July 2014.
Álvarez Macías, M.

“Relaciones in
January, Santiago, Chile.
Center for Economic Policy Research

octubre.
Aten, B., Heston, A., Summers, R.
Center for
International Comparisons of Production,

48

Final Project Report, March,
London.
CELARE

Centro Latinoamericano para las Relaciones
con Europa, Santiago, Chile.
Comisión Europea

Docu
mento de trabajo, Fundación para las Rela
ciones Internacionales y el Diálogo Exterior
High Level Working Group on Jobs and
Growth
11
de febrero, http://trade.ec.europa.eu/doclib/

Draper, P. y Ismail, S.

“The potential
cessed 15 July 2014.
Íñiguez, D.

en Megaregionals, Forthcoming, World
Economic Forum.
Economía & Mercados

Elcano. Madrid, Spain.
Klaveren, A.

La Razón

European Commission
the negotiations,
http://trade.ec.europa.eu/doclib/docs/2014/
(2006) Global Europe:
Competing in the World, External Trade.
http://ec.europa.edu/trade, accessed 25 May
2014.
Freres, C. y Sanahuja, J.

accessed 11 July 2014.

“Megaregionals:
en Megaregionals, Forth
coming, World Economic Forum.
OMC
“Glosario” http://www.wto.org/
spanish/thewto_s/glossary_s/tariff_peaks_s.

Gratius, S.
49

Ray D.
Spain: Anthony Bosch S.A.
Rodrik, D.

Har

Unesco Press

http://www.hks.harvard.edu/fs/drodrik/Re
search%20papers/GrowthStrategies.pdf, ac
cessed 1 June 2014.
.
Mattered.”

Rosales, O. y Herreros, S.
gional trade negotiations: What is at stake for
Working Paper, Trade Policy,
ton D.C.
Sánchez

http://www.unesco.org/new/es/
and_development_usa_europe_and_ja
pan_increasingly_challenged_by_emerg
ing_countries_says_a_unesco_report/#.
VACpKvl5Mqw, accessed 20 August 2014.
Unites States & European Union.
http://eeas.europa.eu/us/docs/trans_
declaration_90_en.pdf, accessed 27 May
2014.

R.,

Sell, S.
Globalization of Intellectual Property Rights,

http://www.eeas.europa.
eu/us/docs/framework_trans_economic_inte
gration07_en.pdf, accessed 18 June 2014.
UNCTAD

South Centre. 2005. “Policy space for the de
Trade Policy Brief,
Tilford S. & Whyte P.

“Why stricter
Centre for Euro

Thoma, M.
“Potential Output: Measur
ing the Gap”
http://economistsview.typepad.com/econo
50

TAD, Geneva.
Wade, R.

“On the causes of increasing

Market: Economic Theory and the Role of

Government in East Asian Industrialization,

INTERVIEWS
Permanent Mission of the EU to the WTO,
Geneva, Switzerland, 15 May 2014.
Permanent Mission of Jamaica to the WTO,
Geneva, Switzerland, 15 May 2014.
Permanent Mission of Costa Rica to the
WTO, Geneva, Switzerland, 20 May 2014.
Permanent Mission ofMexicoto the WTO,
Permanent Mission of Argentina to the
WTO
Permanent Mission of Chile to theWTO,
Geneva, Switzerland, 19 May 2014.
Permanent Mission of Guatemala to the
WTO, Geneva, Switzerland, 20 May 2014.
Permanent Mission of an Andean Community Member State to the WTO, Geneva,
Switzerland, 21 May 2014.
Harsha Singh, Senior Associate, ICTSD, 19
May 2014.
Christophe Bellmann, Senior Research
Fellow, ICTSD, 19 May 2014.
Pedro Roffe, Senior Fellow, ICTSD, 20 May
2014.
51

EU-LAC FOUNDATION 2014

