U.S.-EU Trade & the

Transatlantic Trade and
Investment Partnership

Justin Winikoff

July 2013

In Brief

—
LL]
LL]
I

V)
—
O
<C

LL

* 'The Transatlantic Trade and Investment Partnership (TTIP) is a potential agreement
between the United States and European Union that intends to eliminate most trans-
atlantic trade barriers and enhance economic cooperation. Both sides hope to com-
plete the agreement by the end of 2014.

* 'The economic relationship between the United States and European Union is already
the largest in the world, representing nearly half of global GDP and a third of world
trade. The plan to negotiate on a comprehensive trade agreement follows a long his-
tory of transatlantic cooperation and recommendations from an independent study
by the Transatlantic Economic Council.

* The TTIP is expected to have significant economic benefits for both the United
States and Europe. Some estimate that the trade deal would increase real per capita
income by 13.4%, reduce unemployment by 0.73%, and raise real wages by 0.93%.
The deal may result in more than an additional $800 annually for each American
family.

* 'There are added national security benefits to a comprehensive trade agreement be-
tween the United States and European Union. Some include strengthened alliances,
greater global influence for the U.S. and EU, increased political stability, a more
secure defense industrial base, and enhanced economic security.

* There will be several major obstacles to the ratification of a comprehensive trade
agreement, particularly in the agriculture sector. Due to its beneficial impacts and
public support, however, it is likely that negotiations regarding the TTIP will be suc-
cessful.
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What is the TTIP?

The Transatlantic Trade and Investment Partnership (TTIP) is a proposed comprehensive trade agreement
between the United States and the European Union. The trade deal, according to the United States Trade
Representative (USTR), “is envisioned as an ambitious, high-standard trade and investment agreement that
would provide significant benefit in terms of promoting U.S. international competiveness, jobs, and growth.”

The TTIP aims to eliminate trade hindrances between the European Union and United States in a multitude
of sectors. Some of the barriers include tariffs, duties, investment restrictions, and burdensome regulations.

Americans and Europeans believe that these trade impediments are drastically limiting economic growth on
both sides of the Atlantic.

The United States Trade Representative, Michael Froman, among others, will speak on
behalf of the United States, with Dan Mullaney as the chief negotiator.? > Members of

the European Commission will represent European Union, with chief negotiator Ignacio
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Garcia-Bercero.

Negotiators hope that completing the TTIP will stimulate trade and job creation while
: A
setting global standards to promote free trade and peace. V)

Michael Froman,
United States Trade
Representative

Both sides have agreed that they would like to have the deal completed by the end 0f 2014.°

Objectives of the TTIP

In a letter to the Congress, the White House outlined its specific goals for the TTIP negotiations.”’
Some key objectives include:

* Eliminating all tariffs and duties on agricultural, industrial and consumer products

* Increasing access to the European market for textile and apparel products

* Reducing non-tariff barriers that leave American firms uncompetitive with European companies
* Expanding on principles established in World Trade Organization (WTO) agreements

* Better aligning regulations between the United States and European Union in order to lower trading
costs

* Improving services trade through greater market access and stronger regulatory collaboration
* Easing the use of electronic commerce for the trade of goods and services
* Ensuring equal treatment and rights to American investors in the European Union

e  Expanding opportunities for government procurement markets of EU Member States to acquire
g g p q



American goods and services

* Receiving commitments from the European Union to cooperate with American and international
labor laws and environmental objectives

* Advancing the protection and enforcement of intellectual property rights (IPRs) in defense of Ameri-
can innovators, businesses, and farmers

* Increasing transparency and preventing corruption in trade and investment with EU Member States

* Developing efficient and effective measures to settle trade and investment disputes between the Unit-
ed States and European Union

US-EU Free Trade: A Modern History

1995- In Madrid, the United States and European Union adopt the New Transatlantic Agenda (NTA)
to strengthen the U.S.-EU economic relationship. The NTA establishes a more frequent and structured
dialogue between the two economic powers.®

1998- The Transatlantic Economic Partnership (TEP) is created in London. Its objective is to improve
cooperation between the United States and European Union within the context of the NTA.? In reality,
the TEP produced few tangible accomplishments."

2002- Following a summit in Washington, D.C., the “Guidelines for Regulatory Cooperation and
Transparency” are revealed in an effort to improve the regulatory differences on both sides of the Atlantic.
The guidelines aim to “improve cooperation between regulators and to promote transparency to the
public in establishing and amending regulations.”"!

2004- At a summit in Shannon, Ireland, the “Strategy for Strengthening EU-U.S. Economic Partnership”
is outlined. Through engaging the public, the partnership aims to establish the American point of view
for later transatlantic negotiations. The summit results in the outlining of “Continuing our Cooperation
to Expand Transatlantic Trade,” which calls on political leaders to move forward with the U.S.-EU trade
relationship.'?

2005- As a result of the summits in Ireland, the U.S. and EU release a declaration to begin the “Initiative
to Enhance Transatlantic Economic Integration and Growth” to “expand economic opportunity, promote
prosperity, and maintain the health and safety of our peoples” by removing hindrances to trade and
investment encouraging private activity.'’

2007- President George W. Bush, European Commission President José Manuel Barroso, and German
Chancellor Angela Merkel sign an agreement that establishes the Transatlantic Economic Council (TEC)
to oversee and encourage economic cooperation between the United States and European Union.' Areas
of cooperation include regulation, intellectual property rights, innovation and technology, secure trade,
and investment. For the next four years, the TEC almost exclusively focused on specific trade grievances.
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November 2011- The TEC establishes the High-Level Working Group on Jobs and Growth
(HLWG), which is charged with examining conventional and unconventional barriers to
trade, potential for improving the compatibility of regulation standards, cooperation on
global economic issues."

February 11, 2013- The HLWG releases its final report, calling for a “comprehensive
agreement that addresses a broad range of bilateral trade and investment issues,” including
the elimination of barriers to trade and the easing of regulations.'

February 13%, 2013- President Barack Obama,
President Barroso, and European Council President
Herman Van Rompuy endorse the HLWG’s
recommendations and announce the intent to
launce negotiations on the Transatlantic Trade and
Investment Partnership. The United States and
European Union each begin internal procedures
necessary to commence negotiations.'”

March 20%, 2013- President Obama notifies
Congress on his intent to begin negotiations with
the European Union on the TTIP'®

President Obama announces his intent to launch TTIP
negotiations

May 23 2013- The European Parliament sets
its agenda, goals, and priorities for the TTIP. The
resolution exempts audiovisual industries and Source: United States Trade Representative
online media from the negotiations."

June-July 2013- Media leaks reveal that the National Security Agency has been targeting
NATO allies. German and French leaders threaten to delay TTIP negotiations until trust is
restored.”

July 80-12%,2013- The first round of TTIP negotiations commence in Washington, D.C. The
conversations discussed a variety of topics, including investment, government procurement,
energy and raw materials, and industrial goods. Negotiators also took time to meet with about
350 stakeholders from academia, private institutions, labor groups, and NGOs.*!

October, 2013- The next TTIP meeting is scheduled in Brussels, Belgium.?



U.S-EU Trade by the Numbers:

The European Union and the United States are the two largest economies in the world, representing

a combined 46.7% of global GDP and 30.4% of world trade.”

The transatlantic economic relationship is the largest in the world, accounting for over 50% of global
GDP in terms of value and 41% in terms of purchasing power.**

American-European trade represents 30% of world trade, with $2.7 billion worth of goods and ser-
vices traded each day.”

An estimated 15 million jobs are supported by the transatlantic economy, representing $5.3 trillion
in commercial sales.?

The European Union is the United States’ largest trading partner, representing 16.1% of American
trade in 2012.%

The United States is the European Union’s largest trading partner, accounting for 14.3% of all EU
trade. %

U.S.-EU merchandise trade has increased
by 68% since 2000, estimated at $650 American Trading Partners by Share of U.S.
billion in 2012.% Trade, 2012

16.1%

Despite economic turbulence in Europe
and growth in China, 45 American states
still export more to the European Union
than they do to China, many by substan-
tial margins.*

27.2% ® European Union

O Canada
W China
B Mexico

15.2% @Japan and South Korea

Since 2000, the European Union has ac-

counted for 56% U.S. foreign direct in- 1.6%

. . . 1.9% W Saudi Arabia
vest (FDI) American FDI in China rep- - s
resented just 1.1%.%! Other

In 2011, global output of American afhli-
ates was $1.3 trillion. Europe represented 12.2% Source: EUROSTAT

W Brazil, Venezuela, and Columbia

$598 billion, or 46%.%

European investment in the United States reached $1.8 trillion in 2011, accounting for 71% of FDI
in the United States.”

European and American tariffs vary by sector, but are still fairly low. Although generally EU tariffs
are only marginally higher than U.S. tariffs, taxes on imported American motor vehicles (8%) and
processed foods (14.6%) are much greater than those imposed by the United States (1.2% and 3.3%
respectively).*
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Economic Impact of the TTIP

Several studies have examined the economic impact of a trade agreement such as the TTID, although mostly
from the perspective of the European Union. Two comprehensive studies, however, have been released by
the Bertelsmann Stiftung’s Global Economic Dynamics (GED) project and the Centre for Economic Policy
Research (CEPR).

The GED study examined the impacts of two scenarios: the elimination of tariffs in transatlantic trade and a
comprehensive trade agreement that also eliminates non-tariff barriers. The report estimates that the United
States stands to gain significantly from a trade agreement. Eliminating tariffs would cause real per-capita
income to grow by 0.8%, while a liberalization of non-tariff barriers would result in an increase of 13.4%. EU
members would also experience gains, while non-participating countries would likely experience an adverse
effect.

Additionally, in the trade-liberalization scenario, the unemployment rate will drop in both the United States
by 0.71%. American real wages will increase 0.93%. A trade agreement would create more than a million
American jobs and over two million in all OECD nations.*

The CEPR report concluded that a comprehensive trade agreement would lead to annual economic gains of
€95 billion (roughly $125.5 billion) for the United States. Each American family would have an additional
€655 ($865) each year of spending money. Moreover, the deal could raise wages and increase employment on
both sides of the Atlantic.’

Both studies emphasize that a trade deal must not only include the reduction of tariffs, but also the elimination
of non-tariff barriers such as regulations. The CEPR study estimates that reducing non-tariff hindrances for
trade represents 80% of the potential gains.?’

Change in Real Per Capita Income From US-EU Trade Deal

Source: Bertelsmann
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Impact on National Security

In addition to providing significant economic benefits, the completion of the TTIP would enhance American
national security.?®

Several key ways in which the trade deal would be beneficial to national security

include:
* Promoting peace between allies and economic partners and strength-
ening the transatlantic relationship that has prospered since the end of

World War I1

* Enhancing American and European influence through the establishment
of global standards and a promoted ideology of democracy and open
economic activity

* Improving conditions for struggling European economies in order to
reduce political turbulence and consequently increase global stability Chief Negotiators Dan Mullaney and

. . . . Ignacio Garcia-Bercero at the opening
* Securing the success of the defense industrial base through easier access round of negotiations

to defense technologies for both the United States and its allies

Source: United States Trade
* Strengthening national defense through enhanced economic security Representative

Conclusion

The European Parliament’s resolution in May exempted audiovisual industries from the TTIP negotiations.
This alleviated concerns that a trade agreement would harm the French film industry. However, there are still
several obstacles that will have to be overcome in order for the trade discussions to be successful.

Agricultural issues are likely to be the greatest impediment to completing a trade agreement. Negotiators must
address European restrictions on genetically modified organisms (GMOs). In a letter to the USTR, the Senate
Finance Committee called for the European Union to lift some of these restrictions.?” These requests may not
be welcome overseas, as the European Commission has vowed not to alter its laws on GMOs.* Sanitary and
phyto-sanitary (SPS) measures (standards to ensure food safety as well as animal and plant health) “remain
highly contentious,” according to Robert D. Hormats, the Undersecretary for Economic Growth, Energy, and
the Environment.”!

European industry leaders also believe that the task of addressing the 35,000 existing standards will be
daunting, and likely the greatest obstacle for the completion of the TTIP* Other groups have additionally
expressed concern about the effectiveness of actions taken to protect intellectual property rights, as specific
amendments related to IPRs were left out of the European Parliament’s International Trade Committee’s
resolution.®
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Yet these obstacles will likely be overcome. If estimates are reasonably accurate, the potential economic benefits
of completing a trade deal are too great for the Americans and Europeans to ignore.

A Pew 2010 survey demonstrated that there is also public support for a trade agreement such as the TTIP.
According to the survey, 58% of Americans support increased trade with the European Union, while only 28%
are opposed.**

The United States and Europe must capitalize on any chance to boost their lagging economies. With significant
economic and national security benefits, as well and public supporrt,

The Transatlantic Trade and Investment Partnership may very well be their golden opportunity.
Justin Winikoff is a Research Assistant at the American Security Project in American Competitiveness. He will be

a senior at Rice University this year, working towards a degree in Mathematical Economic Analysis and Policy
Studies. Following graduation, Justin hopes to pursue a career in economic and policy research.
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http://acta.ffii.org/?p=1849
http://www.pewresearch.org/daily-number/most-americans-see-more-trade-with-european-union-as-good-for-u-s/

BOARD OF DIRECTORS

The Honorable Gary Hart, Chairman

Senator Hart served the State of Colorado in the
U.S. Senate and was a member of the Committee
on Armed Services during his tenure.

Brigadier General Stephen A. Cheney, USMC (Ret.)

Brigadier General Cheney is the Chief Executive
Officer of ASP.

Norman R. Augustine

M. Augustine was Chairman and Principal
Officer of the American Red Cross for nine
years and Chairman of the Council of the
National Academy of Engineering.

Lieutenant General Daniel Christman, USA (Ret.)

Lieutenant General Christman is Senior Vice
President for International Affairs at the United
States Chamber of Commerce.

Nelson W. Cunningham

Nelson Cunningham is President of
McLarty Associates.

Lieutenant General John Castellaw, USMC (Ret.)

John Castellaw is President of the Crockett Policy
Institute (CPI), a non-partisan policy and research
organization headquartered in Tennessee.

Lee Cullum

Lee Cullum, at one time a commentator on the
PBS NewsHour and “All Things Considered”
on NPR, currently contributes to the Dallas
Morning News and hosts “CEO.”

Admiral William Fallon, USN (Ret.)

Admiral Fallon has led U.S. and Allied forces and
played a leadership role in military and diplomatic
matters at the highest levels of the U.S. government.

Raj Fernando

Raj Fernando is CEO and founder of
Chopper Trading, a technology based trading
firm headquartered in Chicago.

Vice Admiral Lee Gunn, USN (Ret.)

Vice Admiral Gunn is the President of the
Institute of Public Research at the CNA
Corporation, a non-profit corporation in Virginia.

Lieutenant General Claudia Kennedy, USA (Ret.)

Lieutenant General Kennedy was the first woman
to achieve the rank of three-star general in the
United States Army.

General Lester L. Lyles, USAF (Ret.)

General Lyles retired from the United States Air Force
after a distinguished 35 year career. He is presently
Chairman of USAA, a member of the Defense
Science Board, and a member of the President’s
Intelligence Advisory Board.

Dennis Mehiel

Dennis Mehiel is the Principal Shareholder
and Chairman of U.S. Corrugated, Inc.

Ed Reilly
Edward Reilly is CEO of Americas of FD

International Limited, a leading global
communications consultancy that is part of FTT
Consulting, Inc.

Governor Christine Todd Whitman

Christine Todd Whitman is the President of the
‘Whitman Strategy Group, a consulting firm that
specializes in energy and environmental issues.
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Building a New American Arsenal

The American Security Project (ASP) is a nonpartisan initiative to educate
the American public about the changing nature of national security in the

21st century.

Gone are the days when a nation’s strength could be measured by bombers
and battleships. Security in this new era requires a New American Arsenal
harnessing all of America’s strengths: the force of our diplomacy; the might of

our military; the vigor of our economy; and the power of our ideals.

We believe that America must lead other nations in the pursuit of our
common goals and shared security. We must confront international
challenges with all the tools at our disposal. We must address emerging
problems before they become security crises. And to do this, we must forge a

new bipartisan consensus at home.

ASP brings together prominent American leaders, current and former
members of Congress, retired military officers, and former government
officials. Staff direct research on a broad range of issues and engages and

empowers the American public by taking its findings directly to them.

We live in a time when the threats to our security are as complex and diverse
as terrorism, the spread of weapons of mass destruction, climate change,
failed and failing states, disease, and pandemics. The same-old solutions
and partisan bickering won’t do. America needs an honest dialogue about

security that is as robust as it is realistic.

ASP exists to promote that dialogue, to forge consensus, and to spur
constructive action so that America meets the challenges to its security while

seizing the opportunities the new century offers.

ANP

American Security Project

www.americansecurityproject.org




