
Facts 39

Yes to a sustainable trade policy – 
no to the TTIP

Trade policy has long been a core topic in
North-Southdialogue.Andwithgoodreason:by
floodingAfricanmarketswith theirexportsof
cheapchickenmeat,Europeancompaniesareput-
tingAfrica’sfarmersatrisk.Butthetraffictends
tobeone-way:Africanbusinesses’lackofaccessto
marketsinthenorthernhemisphereisobstructing
developmentintheGlobalSouth.SincetheUnit-
edNationsConferenceonTradeandDevelopment
(UNCTAD)wasestablishedin1964,development
organisations have therefore been monitoring
andanalysingtheimpactsoftradeagreements
onpeople’slivingconditionsintheGlobalSouth.
Breadfor theWorld, togetherwithmanyother
non-governmentalorganisations,haslongadvo-
catedformorejusticeinworldtrade.Internation-
altradeshouldpromotesustainabledevelopment
intheAfrican,AsianandLatinAmericancoun-
tries,andshouldnotwidenthegapbetweenrich
andpoor.

Since the mid 1990s, the debate about sus-
tainabletradepolicyhasfocusedparticularlyon
theroleoftheWorldTradeOrganization(WTO).
BasedinGeneva,theWTOexertsconsiderablein-
fluenceonthegovernanceoftheglobalisedworld
economy.AlthoughtheWTO’smaintaskistoco-
ordinateitsmembers’economicandtradepolicies

andlowertradebarriers,itsrulesalsointervenein
policyareasthathavelittletodowitheconomics.
Itistheonlyinternationalorganisationtohaveits
owntribunal(theAppellateBody).Italsohasvar-
ioussanctionmechanismsatitsdisposal.Partly
asaconsequenceofthesearrangements,econom-
icintereststakeprecedenceoverpoliticsinthe
WTO.Thegrowingdominanceofeconomic,as
opposedtopolitical,governanceiscurrentlyevi-
dentinthenegotiationsontheTransatlanticTrade
andInvestmentPartnership(TTIP)–inessence,
afreetradeagreement–betweentheEUandthe
US.However,thisagreementisnotbeingnegoti-
atedwithintheWTObutbilaterallybetweenthe
EUandtheUS.Itwaspartlythedeadlocksinthe
WTOwhichpromptedtheUSandtheEUtowork
towardsabilateralfreetradeagreementoutside
theWTOframework.

Thisfreetradeagreementiscurrentlythesub-
jectofbroadpublicdebateandisbesetwithcontro-
versy.Developmentandcivilrightsorganisations,
politicians from across the political spectrum,
trade unionists and many private citizens are
criticalofthenegotiatingprocess,claimingthat
itisundemocratic.TheyalsofearthattheTTIP
willerodeconsumerprotection,dismantleenvi-
ronmentalstandards,andweakensocialwelfare
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systems.BreadfortheWorldsharesmanyofthese
concerns.However,inthispublication,wewould
liketofocusprimarilyonthepotentialriskstothe
developingcountriesandemergingeconomies,
whichhavereceivedtoolittleattentioninthisde-
bate.

From the WTO to the TTIP

TheEUandtheUShadhighexpectationsof
theWorldTradeOrganizationwhenitwasestab-
lishedin1995.Governmentshopedthatitwould
resultinthecomprehensiveliberalisationoftrade,
notonlyingoodsbutalsoinservices,intellectu-
alpropertyandinvestment.However,theround
oftradenegotiationslaunchedinDohain2001,
whichwasmeanttobea“developmentround”
forthebenefitoftheGlobalSouth,hasstillnot
reachedaconclusion.Thisismainlyduetocon-
flictsofinterestbetweentheindustrialisedcoun-
tries,whicharecallingforliberalisationofservices
andinvestment–sectorsinwhichtheyhavecom-
petitiveadvantages–andthedevelopingcountries
andemergingeconomies,whicharekeentose-
cureconcessions,mainlyinrelationtoagriculture.
Protestsfromdevelopmentorganisations,envi-
ronmentalgroups,tradeunionsandgovernments
fromtheGlobalSouthhavealsoputthebrakeson
theWTO’sfreetradeagenda.

European free trade policy

At the First WTO Ministerial Conference
in Singapore in 1996, the European Union
wasalreadymakingitsprioritiesclear:sweep-
ingliberalisationandderegulationinsectorsin
whichEuropeancompaniesaremoreproduc-
tiveandthereforemorecompetitive.Theyinclude
foreigninvestment,services,intellectualproper-
tyandgovernmentprocurement(knownasthe
“Singaporeissues”).

Inordertoassertitstradepolicydemands,
Europeislobbyingatvariouslevels:

1. multilaterallywithintheWTOframework,
2.bilaterallyviatrade,investmentandpartner-

shipagreements,whichitnegotiatesdirectly
withindividualcountriesorgroupsofcoun-
tries,

3. plurilaterallythroughtheformationofappro-
priateforums,asinthecaseoftheTradein
ServicesAgreement(TISA).

WiththeWTOnegotiationsstalled,theEU
andUSarenowincreasinglyattemptingtopush
throughtheirliberalisationagendaviabilateral
agreements.TheEUhasbeennegotiatingafree
tradeagreementwithCanadasince2011,forex-
ample,andinJune2013,BrusselsandWashington
begantalksontheTransatlanticTradeandInvest-
mentPartnership(TTIP).Ifthetalksarebrought
to a successful conclusion, this will create the
world’slargestregionalfreetradearea,accounting
for47percentofglobalGDPand44percentof
worldtradeflows.

What is the purpose of the TTIP? 

TheEuropeanCommissionandtheUSGov-
ernmenthopethatthefreetradeagreementwill
improvetransatlantictraderelations–atleast,ac-
cordingtotheirofficialstatements–andholdout

The Doha Development Round 

The “Development Round” was official-
ly launchedat theWTO’sFourthMinisterial
ConferenceinDoha,Qatar,in2001andaimed
toachievereciprocaltariffreductionsandlib-
eralisationofthemarketsforagriculturaland
industrialproducts,areductioninagricultur-
alsubsidies,marketliberalisationforservices,
andimplementationoftheAgreementonTrade-
RelatedAspectsofIntellectualPropertyRights
(TRIPSAgreement).Themainreasonforthe
failuretobringtheDohaRoundtoasuccessful
conclusionisthattheEUandtheUSapplydou-
blestandards.Despitepushinghardforliberali-
sationofinvestmentandservices,forexample,
theyarekeentomaintainsubsidiesontheirown
agriculturalproductsandexports.

Bycontrast,theMinisterialConferencein
Bali in 2013 ended in success. The 161 WTO
membersadoptedtheBaliPackage,whichin-
cludes provisions on trade facilitation and
streamlining of customs procedures, and es-
tablisheslimitedexemptionsforthedeveloping
countries’foodsecurityprogrammes.Preferen-
tialrulesfortheleastdevelopedcountrieswere
alsoannouncedbutwerenotestablishedona
bindingbasis.However,thecompromisepackage
onlyrelatestominoraspectsoftheDohaRound.
Thereallinesofconflictstillexist,anditisun-
clearatpresentwhethertheagreementwillgen-
erateanyfreshmomentumintheDohaRound.
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thepromiseofhighereconomicgrowthandnew
jobs.Studiesbyvariouseconomicresearchinsti-
tutesseemtobackuptheseexpectations.Some
researcherspredictthattheagreementcouldadd
around0.5percenttotheEU’sannualeconomic
outputandyield70,000additionaljobsinEurope
(BertelsmannandCentreforEconomicPolicyRe-
search2013).However,theseforecastsrelatetoa
periodof10-14years.Inotherwords,thepositive
effectsforindividualcountriesare,inreality,likely
tobemodestintheextreme.

Itseemsunlikelythattheprospectofaddition-
alannualgrowthoflessthan0.1percentisthe
realreasonwhyEuropeanandUSheadsofgov-
ernmentareinvestingsomuchenergyinthesene-
gotiations.Inearly2014,theEU’sTradeCommis-
sionerKarelDeGuchtexplainedtherealpurpose
oftheTTIP:“Thenextbigbattleinworldtradeis
aboutnorms,standardsandsubsidies,notabout
tariffs.WeEuropeansmustsetglobalstandards,
tomakesurethatnobodycanimposestandards
onus.”1Thepurposeofthetransatlanticfreetrade
area,then,istocreateanewtradepolicyparadigm
thatsafeguardsthepartners’competitiveadvan-
tagesininternationaltrade.

Theprojectisareactiontotheshiftingweights
andpowerrelationsintheglobaleconomy.Emerg-
ingeconomiessuchasChina,IndiaandBrazilare
securingagrowingshareofworldtradeandglob-
alGDP,whereas theestablished industrialised
nations’shareisdecreasing.WiththeTTIP,the
EUandUSaim,atleast,toslowdownthispro-
cess.Thislong-termobjectiveisthereasonwhy
theTTIPisattractinginterestfromdevelopment
organisationsaswell.

Impacts on the Global South
Investment

Demandsforliberalisationofinvestment,com-
binedwithmorerobust investmentprotection,
havebeenrightatthetopoftheEU’stradepoli-
cyagendaforyears.Italsofeaturesprominentlyin
thecontroversyovertheTTIP.

According to the European Commission’s
draftofthemandatefortheTTIPnegotiations,
theTTIPshouldcontaininvestmentliberalisa-
tionandprotectionprovisions,onthebasisof
thehighest levelsof liberalisationandhighest
standardsofprotection,andshouldincludethe–

highlycontroversial–investor-to-statedisputeset-
tlement(ISDS)mechanism.Acombinationofthe
higheststandardsintheseareaswouldresultin
evenmoresweepinginvestmentprovisionsthan
thosealreadycontainedinalltheexistingbilat-
eralinvestmenttreaties(BITs).Anissueofreal
concernforthedevelopingcountriesandemerg-
ingeconomiesisthattheinvestmentprovisions
containedintheTTIPwillserveasthemodel
forfutureagreementsbetweenthesecountries
andthenorthernhemisphere’stwomostpower-
fuleconomies.TheU.S.ChamberofCommerce
hasalreadymadeitclearthatitisimportantfor
theTTIPtoconcludeafullandambitiousinvest-
mentpromotionandprotectionchapter,“lessout
ofconcernforthecurrentstateofinvestmentpro-
tectionineithertheUnitedStatesortheEU,but
asasymbolofourjointcommitmenttostrongin-
vestmentprotectionsglobally”.2

1  SüddeutscheZeitung,17.01.2014
2  StatementoftheU.S.ChamberofCommerce,May10,2013:
https://www.uschamber.com/sites/default/files/documents/files/
USTR-2013-0019TTIP-U.S.ChamberofCommerceSubmission.pdf

Investor-to-State Dispute Settlement (ISDS)

Likemanyotherbilateralinvestmentand
freetradeagreements,theTTIPwillgivecom-
paniestherighttobringacasedirectlyagainst
the country in which they have invested be-
foreanarbitrationtribunal.Accordingtodrafts
oftheTTIP,thiswouldmeanthatbusinesses
wouldbeabletosuegovernmentsifnewenvi-
ronmentallawsorotherstatemeasuresreduced
thereturnsontheirinvestment.Thesetribu-
nalsoperateoutsidetheordinaryjurisdiction
andconductproceedingsbehindcloseddoors.
Thereisnomechanismforappealagainstthe
threearbitrators’decisions.Mostofthesecas-
esaredealtwithbytheInternationalCentre
forSettlementofInvestmentDisputes(ICSID),
whichisbasedattheWorldBankinWashing-
ton – the organisation whose task is to lend
fundstotheworld’spoorestcountries.

From a development perspective, this plan
givescauseforseriousconcern.Theexistingbilat-
eralinvestmentpromotionandprotectionagree-
ments(BIPAs)alreadyintervenestronglyinna-
tionalsovereigntybyallowingforeigninvestors
tobringanactionagainstsignatorystatesbefore
atribunal.Argentinaisthemostfrequentrespon-
dent,with52casesagainstit,followedbyVenezu-
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European investors vs. South Africa 

In 2006, Italian investors in South Africa
mountedaninternationalarbitrationprocedure
againsttheSouthAfricanGovernmentbefore
theICSID.TheseItalianinvestorsheldlargein-
vestmentsinSouthAfrica’sminingindustryviaa
Luxembourg-basedholdingcompany.Theirclaim
challengedtheMineralandPetroleumResourc-
esDevelopmentAct(MPRDA),whichcameinto
forcein2004andestablishedanewframework
fortheallocationofextractionlicences.Thisnew
frameworkaimsinteraliatoimplementkeyele-
mentsoftheSouthAfricanGovernment’sBlack
EconomicEmpowermentpolicyandtheconstitu-
tionalgoalofredressinghistorical,socialandeco-
nomicinequalitiesandthereforeincludesanobli-
gationtoincreasetheequityshareof“Historically
Disadvantaged”SouthAfricansinminingcom-
paniesto26percent.TheItaliansarguedthat
theseamendmentstothelegislationamountedto
expropriation.Inearly2010,thepartiesreached
an out-of-court settlement, with South Africa
waivingitsrequirementfortheItalianstosell26
percentoftheirshareholdingstoSouthAfricans.
Inordertoavoidsimilarcasesinfuture,SouthAf-
ricaterminateditsbilateralinvestmenttreaties
withGermany,Luxembourg,SpainandBelgium
in2013.

futureagreementswiththirdcountries,butmust
alsoharmonisetheinvestmentpoliciesoftheEU’s
28MemberStates.Intotal,theEUMemberStates
haveconcludedaround1,200investmentprotec-
tion agreements, the majority with developing
countriesandemergingeconomies.TheTTIPne-
gotiationswillthereforehaveconsiderableinflu-
enceontheharmonisationprocess,aswellason
futurefreetradeagreementsconcludedbytheEU
andontreatiesnegotiatedwithintheWTOframe-
work.

Services

ThemainobjectiveoftheGeneralAgreement
onTradeinServices(GATS)andalmostallthe
EU’sbilateraltradeagreementsistopromotefur-
therliberalisationofallmarketsinservices.The
Europeansarepursuingthesamegoalintheser-
vicessectoraswith investment: theywant the
TTIPtoformalisethehighestlevelofliberalisation
inordertoachievemoreopenmarkets.

Thiscould,forexample,haveanadverseef-
fectonaplurilateralforuminwhichtheliberalisa-
tionofservicesinfavourofEuropeanandUSin-
terestsisalsobeingdiscussed,namelytheTrade
inServicesAgreement(TISA).Thereisafearthat
together,theEUandtheUScouldutilisethisfo-
ruminordertopushthroughthenewTTIPrules.
Theregulatoryscopethatisimportant,indeedvi-
tal,fordevelopingcountrieswouldthusbesignifi-
cantlycurtailed.

Inafurtherstep,theEUandtheUScouldat-
tempttomaketradepreferencesandotherconces-
sionsdependonfuturetreatypartners’accession
toplurilateralagreementsonservicesthatoperate
inaccordancewithTTIPrules.Inthatcase,Eu-
ropeandtheUSwouldhavesuccessfullybypassed
thestalledDohaRound.

Agricultural policy

Ifthesometimessubstantialcustomsduties
onfarmproductstradedbetweentheEUandthe
USarereducedwithintheTTIPframework,this
islikelytoimpactontheexportsofagricultural
goodsfromthedevelopingcountriesandemerg-
ingeconomies.Thiswillparticularlyaffectsome
oftheleastdevelopedcountries,whoseagricul-
turalproductscurrentlyenjoyduty-freeaccessto
theEUmarket.Thereisariskthatthesecountries
willforfeittheirmarketsharetoagro-industrial
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ela(34),Ecuador(23)andMexico(21).Thecom-
pensationpaymentsoftenrunintohundredsof
millions–andinsomecasesevenbillions–ofeu-
ros.Asaconsequence,thereisconsiderableoppo-
sitionandresistancefromdevelopingcountries
andemergingeconomies.Bolivia,Ecuadorand
VenezuelahavealreadywithdrawnfromtheIC-
SID,andSouthAfrica,BoliviaandEcuadorhave
terminatedseveralbilateralinvestmenttreaties
(BITs).ThemembersoftheBolivarianAllianceof
theAmericas(AlianzaBolivarianaparalosPueb-
losdeNuestraAmérica–ALBA)areplanningto
setupamechanismtomonitorinternationalinves-
tor-statedisputesanddevelopjointstrategiesfor
theprovisionoflegalassistancetoLatinAmerican
countriesfacinglegalaction.

TheTTIPnegotiationsarecrucially impor-
tantfor thefurtherdevelopmentof investment
protection.In2009,theEU’sLisbonTreatytrans-
ferredtheMemberStates’investmentpolicycom-
petencetotheEuropeanCommission.Sincethen,
theCommissionhasnotonlybeentaskedwith
shapingtheEU’sinvestmentpolicyinrelationto
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products,suchascotton,sugar,fruit,vegetables
andfish,fromtheUS.Forthatreason,eventhe
BertelsmannFoundation–normallyanadvocate
ofmarketliberalisation–isurgingnegotiatorsin
BrusselsandWashingtontoprovidefinancialcom-
pensationforthirdcountrieswhichsufferrevenue
reductionsasaresultoftheTTIP.

Itisalsolikelythatagriculturalcompaniesin
theUSandEuropewillfurtherexpandtheirglob-
almarketleadership.Theyalreadydominatethe
tradeincereals,meatanddairyproducts,andif
theirdomesticmarketsexpand,thiswillstrength-
entheirinternationalpositionaswell.Theywill
thenexertevengreaterinfluenceovertheframing
ofuniformproductandmarketingstandards,and
smallerproducerswillhaveevenlessofachance.

Towards a  sustainable 
and  equitable trade 
 policy: what is needed?
Trade policy must be more democratic

Alackoftransparencyisoneofthehallmarks
ofEuropeantradepolicy–notonlysincethead-
ventoftheTTIP.Decisionsaregenerallytakenbe-
hindcloseddoors,withaccessreservedsolelyfor
specificinterestgroups–mainlybusinessassoci-
ationsandrepresentativesofmajorcompanies.
Civilsocietyorganisations(CSOs),bycontrast,
areusuallyexcludedfromthenegotiations.Onthe
rareoccasionswhentheyareadmittedtothepro-
ceedings,theyareobligedtomaintainstrictconfi-
dentiality.InGermany,theleadFederalMinistry
forEconomicAffairsandEnergyensuresthateven
institutionssuchastheFederalEnvironmentMin-
istryandtheGermanFederalMinistryforEco-
nomicCooperationandDevelopmentarekeptat
arm’slength.

Thislackoftransparencyisoneofthemain
reasonswhycivilsocietyproposalsondevelop-
mentandenvironmentalpolicyandhumanrights
aspectsoftheTTIPplaysuchanegligiblerole.For
thatreason,itisessentialfortheEUtomakepub-
licthefullsetofdocumentsthatformthebasisof
thenegotiations.Thereshouldalsobeabroadcon-
sultationprocesstoensurethatallthevarioustiers
ofgovernment–federal,state(Land)andmunici-
pal–andordinarycitizensareabletocontributeto
theframingofatradeagreement.

The quality of trade policy must be enhanced 

Theyardstickcurrentlyusedtoassessinter-
nationaltradeperformanceisitsmonetaryvalue,
notitssocialandenvironmentalquality.Under
WTOrules,countriesarenotgenerallypermitted
tomaketradeingoodsandservicesconditional
onproductmanufacturingcriteria.Asaresult,a
foodstuffproducedusingpesticides,oragenetical-
lymodifiedfood,enjoysthesamerightofaccess
tooverseasmarketsasaproductfromanorganic
farm.

TheTTIPfollowsthislogicinthatthetwofun-
damentalprinciplesofEuropeanenvironmental
law–namelytheprecautionaryprincipleandthe
polluter-paysprinciple–aredefinedasbarriersto
trade.Accordingly,USlobbygroupscriticisewhat
theyseeasEurope’sexcessivelyslowlicensingpro-
ceduresandtherequirementforlabellingofGM
foods.Theyalsoobjecttothefurtherdevelopment
of the EU Regulation on Registration, Evalua-
tion,AuthorisationandRestrictionofChemicals
(REACH),theEurostandardonroadvehicleemis-
sions,andplansforaEuropeanStrategyonPlastic
WasteintheEnvironment.

Fortradetobecomeadriverofsocialjustice
andsustainability,weneedhigher,notlower,so-
cialandenvironmentalstandards.Prohibitions,
taxes and tariffs must be imposed on harmful
manufacturingprocesses,andtheremustbescope
togivetargetedsupporttosustainableproduction
methods.

The human rights dimension of trade policy 
must be strengthened

In the Treaty on European Union, the EU
statesitscommitmenttorespectandpromoteuni-
versallyapplicableandindivisiblehumanrightsin
itsexternalpoliciesaswell.TheUNGuidingPrin-
ciplesonBusinessandHumanRightsreaffirmthe
statedutytoprotectagainsthumanrightsabuse
bybusinessenterprisesandthecorporateresponsi-
bilitytorespecthumanrights.ForEuropeantrade
policy,thismeansthattheEUmustsubjectallits
tradeandinvestmentagreementstoindependent
humanrightsimpactassessmentsonaregularba-
sis.InlightoftheTTIP’spotentiallyadverseim-
pactsondevelopingcountriesandemergingecon-
omies,theEUhasanobligationtoincludethird
countriesinthesehumanrightsimpactassess-
mentsaswell.
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stockproductiontofeedstockproductiononthe
samefarmholding,restrictionsonmonocultures,
andtheconservationofdiverselandscapestruc-
tures.Thiswouldreducedemandforanimalfeed
importsandpromotethedevelopmentoffarming
communities.

Implications for the TTIP negotiations

TheplannedUS-EUfreetradeagreementcon-
flictswiththefundamentalrequirementsofafair
andsustainabletradepolicy.Thenegotiationsare
undemocraticandtakeplacebehindcloseddoors.
Keyelementsoftheagreement,suchastheinves-
tor-to-statedisputesettlementmechanism,threat-
entounderminerule-of-lawprinciples.Theagree-
mentprimarilystrengthenstherightsofforeign
investors.Forthemajorityofdevelopingcountries
andemergingeconomies,itisverylikelytorestrict
theirpolicy-makingscopeandcurtailtheiroppor-
tunitiesforsocialandeconomicdevelopment.

TheEUandtheUSshouldthereforesuspend
thecurrentnegotiationsonaTransatlanticTrade
andInvestmentPartnershipand,instead,should
henceforthfocustheirtradepolicyambitionson
ensuringthatmultilateral traderelationsatall
levelsaresustainableandequitable.

All future international trade agreements
shouldcontainahumanrightsclauseallowingthe
suspensionoramendmentofanytreatyprovisions
thatputhumanrightsatrisk.Theseagreements
shouldalsoprovidefortheestablishmentofanin-
dependentandtransparentcomplaintmechanism
todealwithcasesofinvestment-relatedhuman
rightsabuseinthirdcountries.

Governments’ scope for action 
must be expanded

Equitableandsustainabletradepolicieswhich
promoteuniversalwelfareandprosperityneeda
politicalgovernanceframework.Thisisessential
inorder,firstly,toensurethatcompaniescomply
withexistingenvironmentalandsocialstandards,
andsecondly, to facilitate theadoptionofnew
rulesonresourceefficiency,environmentalprotec-
tion,socialjusticeandhumanrights.

Ifthenegotiatorsgettheirway,however,the
TTIPwillstrengthentherightsofforeigninves-
torsonaunilateralbasis.Specialtribunalswould
thenhavethepowertohanddownlegallybinding
decisionsonwhetherlegislationisadverselyaffect-
ingprivateprofits.Thesespecialrights–reserved
forinvestorsalone–tobringlegalactionwillun-
dulyrestrictgovernments’scopeforaction,allow-
ingcompanies’expectationsofprofittotakeprece-
denceoverpublicwelfare.Andbecausethespecial
tribunalslacktransparencyandarenotsubjectto
anycontrolbythenationalcourts,theyundermine
theruleoflaw.Disputesettlementmechanismsfor
companiesshouldthereforebeexcludedfromthe
scopeoftheTTIPandallbilateralinvestmentand
tradeagreements.

Agriculture must be sustainable and equitable

Sustainableagriculturebasedfirmlyaround
ruralfarmingcommunitiesneedsafairandequi-
tablesystemoftradewhichtakesaccountoffarm-
ers’interests,respectscountries’rightstopursue
policiesgearedtowardsfoodsovereignty,andpro-
tectstheclimate,theenvironmentandbiodiver-
sity.Insteadofdismantlingregulationsorgear-
ingthemsolelytowardsfoodsafetyandhygiene,
inlinewithagro-industry’sdemands,itisessential
toestablishappropriatepolicyframeworksfora
turnaroundinagriculturalpolicywhichspellsthe
endfortheenvironmentallyproblematicalindus-
trialagriculturepursuedonbothsidesoftheAt-
lantic.Keyelementsarerequirementslinkinglive-
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