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Is the Transpacific Trade Partnership Initiative on Track?

U.S. Trade Representative Ron

Kirk announced this month that

Canada and Mexico have joined

Japan in expressing interest in
participating in the Transpacific Trade
Partnership (TPP), an investment and trade
initiative that the Obama administration
considers a "top priority" in its Asia-
Pacific strategy. Is the TPP on track to
complete a framework in 2012, as planned,
or will the recent interest from Canada,
Mexico and Japan delay the timetable?
Are Mexico and Canada likely to join the
TPP, and what changes would they bring?

Patrick Kilbride, senior director

for the Americas at the U.S.

Chamber of Commerce: "The

Obama administration sees the
TPP as a strategic U.S. foothold in pan-
Asian markets. The broader potential of
this agreement is to form a plurilateral
leaders' group that will recatalyze global
trade liberalization at the WTO. This is for-
mer U.S. Trade Representative Robert
Zoellick's 'competitive trade liberalization'
on a grand scale, and it's working: Witness
the interest expressed by Canada, Mexico
and Japan. The immediate priority should
be to conclude the highest possible stan-
dard agreement with existing parties, but
with an explicit invitation to additional
countries to immediately join the agree-
ment via a standard accession model. For
Latin America, it's important to avoid an
Asia-centric TPP. Vigorous participation
from our hemisphere will help keep the

Inside This Issue

center of gravity of global trade flows firm-
ly over the Pacific. To that end, the United
States should embrace Canada's and
Mexico's participation, and prospectively
Colombia, Panama and the CAFTA-DR.
This is strategically important not just for
the hemisphere, but also for the United
States. Over 40 percent of U.S. exports cur-
rently go to hemispheric partners, and,
through integrated supply and production
chains, Mexico and Canada in particular
are also an important export platform for
the United States and a key to our global

Continued on page 3
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Colombia's FARC Kills Four
Hostages, One Escapes

Colombia's FARC rebel group killed four
long-held hostages, apparently during
fighting Saturday with government
troops. A fifth hostage, police Sgt. Luis
Alberto Erazo (L), escaped and received
a hospital room visit from President Juan
Manuel Santos. See story on page 2.

Photo: Colombian government.
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Chilean Senate Approves $11.5
Billion Education Budget for 2012

The Chilean Senate on Friday
approved the government's $11.5
billion education budget, which is
$350 million than last year's budget,
Associated Press reported. The cen-
ter-left opposition abstained from
the vote, calling it "small and unam-
bitious," but didn't block it. Parts of
the budget must receive final
approval by Wednesday from a com-
mission from both houses. Students
who have been protesting for educa-
tion reform for months were
opposed to the budget.

Venezuela's New Price Controls
Leads to Panic Buying, Shortages

Venezuela's new price controls on
consumer goods ranging from coffee
to toothpaste and toilet paper has
led to panic buying of those goods,
Bloomberg News reported Friday.
Consumers are hoarding goods and
intend to resell them later on the
black market, Food Minister Carlos
Osorio said Thursday on state tele-
vision. The panic buying, which has
led to shortages of several items, fol-
lowed President Hugo Chavez's
announcement last week of the price
controls, which he said were an
effort to contain inflation.

Ternium, Tenaris Buy 27.7 Percent
Stake in Brazil's Usiminas

Ternium, Latin America's second
largest steelmaker, and Tenaris have
agreed to buy a 27.7 stake in Usinas
Siderurgicas de Minas Gerais, or
Usiminas, for 5.03 billion reais ($2.7
billion), Bloomberg News reported
Sunday. The two companies will buy
the shares from Camargo Correa,
Grupo Votorantim and Usiminas'
workers pension fund. In a separate
deal, Nippon Steel agreed to buy an
additional 8.5 million shares.
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Political News

Colombian Rebels Kill Four Hostages
Apparently in Fight With Soldiers

The Revolutionary Armed Forces of
Colombia, or FARC, rebel group, killed
four of its longest-held hostages, appar-
ently during a fight Saturday with soldiers
in the southern state of Caquetd, top gov-
ernment officials announced, the
Associated Press reported. The rebels'
killing of three police officers and a sol-
dier were "a crime against humanity," said
President Juan Manuel Santos. "They
were held hostage for between 12 and 13
years and wound up cruelly murdered,"
said Santos, who dismissed suggestions

Santos dismissed suggestions
that soldiers bore any

responsibility for the deaths.

that soldiers bore any responsibility for
the deaths. A fifth hostage, police Sgt. Luis
Alberto Erazo, survived after escaping
into the jungle, said Defense Minister
Juan Carlos Pinzo6n. Erazo, who had been
held for 12 years, was later rescued and
taken to Bogotd for medical treatment,
Agence France-Presse reported. The mili-
tary had been in the area where the
killings happened, chasing rebels for 45
days, said Pinzén. It is a FARC policy to
kill hostages to prevent their rescue, but
Colombian officials refused to say
whether the hostages died during a failed
rescue mission. The bodies were found in
the municipality of Solano. Among the
dead was Sgt. Maj. José Libio Martinez,
the FARC's longest-held hostage. Rebels
abducted him Dec. 21, 1997 at a southern
military outpost. Margarita Herndndez,
the sister of one of the slain hostages, Maj.
Elkin Herndndez, said she was angry with
Santos' government. "The FARC are mur-
derers for the manner in which they killed
them, and the government is equally a
murderer. They had the possibility to get
them out of there, and they didn't," she

told the AP. After the killings, the FARC is
believed to hold about 16 security force
members hostage.

Economic News

IMF's Lagarde Seeking Latin
American Help for Europe

International Monetary Fund head
Christine Lagarde started a Latin
American tour Sunday in an effort to seek
economic help from the region for belea-
guered Europe, Bloomberg News report-
ed. In her first trip to Latin America since
taking office in July, Lagarde is also sched-
uled to visit Brazil and Mexico as she
looks for help for Europe's debt crisis. The
IMF chief's visit marks a stark turn in a
region that has long had resentment over
austerity measures imposed by the IMF,
Roberto Abdenur, a former Brazilian
ambassador to the United States, told
Bloomberg News. "Previously local
authorities trembled when even the most
junior IMF official visited, he told the
news service. "Today, the chief is coming
to seek aid. It's an historic about-turn."
Latin America's expansion is forecast to
be 4.5 percent this
year, a quicker pace
than the expected 1.6
percent expansion for
developed  nations.
Lagarde is looking to
bolster the IMF's
resources in part with
the new wealth of Lagarde
Brazil and Mexico.
However, she also
faces demands from Latin American
nations for more influence in the IMFE.
Several countries in the region have want-
ed to break with the IMF's tradition of a
European heading the organization.
Lagarde's main rival for the post was
Mexico's central bank chief, Agustin
Carstens. "She realizes the importance of
having good relations with these coun-
tries," John Williamson, senior fellow at
the Washington-based Peterson Institute
for International Economics, told
Bloomberg News. Brazil, which alone has
international reserves totaling more than
$350 billion, and Mexico have said they

File Photo: IMF.
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are willing to help Europe as long as
Europe also boosts its own efforts to quell
the debt crisis.

Company News

Banco do Brasil Eyes More
Expansion in United States

Banco do Brasil is seeking to expand its
operations in the United States as part of
its international growth plans, which also
include expansion in Asia, the Financial
Times reported Sunday. The Brazilian
bank, Latin America's largest by assets,
acquired Florida's Eurobank in April and
is eyeing additional acquisitions in New
York, New Jersey and Massachusetts. "For

¢ For us to keep up our
customers in Brazil, it will be
very important for us not only
to be a regional bank, but also

a global bank.”?

— Admilson Monteiro Garcia

us to keep up our customers in Brazil, it
will be very important for us not only to
be a regional bank, but also a global
bank," said the bank's executive director
for international business and affairs,
Admilson Monteiro Garcia. Targeting the
four states for expansion would give
Banco do Brasil access to most of the
Brazilians who live and work in the
United States. Banco do Brasil's plan is to
expand Eurobank from three Florida
branches to between 15 and 20 across the
four states, said Garcia. The bank current-
ly has 2 million customers outside Brazil,
with 220 branches in 23 countries. Last
year, it acquired Argentina's Banco
Patagonia, giving it 160 branches in the
South American country. "It is the only
private bank with 100 percent coverage in
Argentina," said Garcia told the newspa-
per. Banco do Brasil's expansion plans are
targeting countries where Brazil has sig-
nificant business or trade ties.
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competitiveness. Former WTO Appellate
Body Chairman James Bacchus recently
suggested the TPP be 'married' to the
WTO, with dispute settlement responsi-
bilities, among other things, managed by
Geneva. That's a lot to put on the TPP at
this point in negotiations, but it is exact-
ly the kind of visionary thinking that can
make the TPP the trade policy gateway to
the next era of global trade liberaliza-
tion."

Todd Tucker, research director

of Public Citizen's Global

Trade Watch: "The more coun-

tries that join the TPP talks, the
more complex the negotiations will
inevitably become. Moreover, Canada
and Mexico already have trade deals with
the United States and Chile. The United
States, for its part, already has trade deals
in place with TPP partners Australia,
Chile, Singapore and Peru. How the pre-
existing deals will mesh with the region-
al deal is a major concern among nego-
tiators. For instance, NAFTA allows more
policy space for financial services regula-
tions than subsequent U.S. deals. The
TPP might erase some or all of that pol-
icy space for Canada and Mexico. The
same type of concerns hold for Australia,
whose trade deal with the United States
excludes the controversial mechanism
that allows corporations to directly chal-
lenge government regulations, and for
Peru, whose U.S. trade pact has more
flexible intellectual property provisions
than those proposed for the TPP. Ideally,
a 21st century trade agreement would
incorporate the provisions of each deal
that is best for consumers and the envi-
ronment. Unfortunately, that does not
seem to be the current trajectory.”

Justin S. Miller, international
trade analyst at White & Case
LLP: "The recent announce-
ment at the 19th Asia-Pacific
Economic Cooperation (APEC) Summit
in Hawaii that Mexico and Canada, in
addition to Japan, will seek accession to
the Trans-Pacific Partnership is certainly

a boon for the agreement. The Obama
administration places high hopes on it
for boosting U.S. export volumes and
reasserting U.S. presence in the Asia-
Pacific region, including Latin America,
where China has made significant trade-
and investment-related in-roads over the
past decade. While existing TPP mem-
bers are eager to include Japan, Mexico
and Canada as new export markets
and/or further incorporate them into
regional supply chains under supposedly
more transparent TPP rules, it has been
made clear to these potential new
entrants that, upon accession, they must
uphold the high standards of the agree-
ment and accept the provisions that have
already been negotiated. With several
other factors working against an expedi-
tious conclusion to TPP negotiations in
2012, such as stark differences among
existing members on controversial texts
(for example, state-owned enterprises,
goods market access, investor-state dis-
pute settlement and intellectual property
rights), the insistence by a new entrant
on narrowing the ambitious scope of the
agreement or modifying previously
negotiated texts would undoubtedly irk
existing members and delay such a con-
clusion beyond 2012. Whether Mexico
and Canada achieve accession to an
unfinished TPP largely depends on how
well they are able to convince existing
members on the upside to their acces-
sions and, also, on their intentions not to
fundamentally modify the general scope
and direction of current negotiations."

Jorge Heine, CIGI chair in
Global Governance at the
Balsillie School of
International  Affairs in
Waterloo, Ontario, and a former Chilean
cabinet minister and ambassador: "The
TPP is the centerpiece of Washington's
Asia-Pacific offensive. It counters
China's plans for an East Asian Free
Trade Area, formalizes U.S. presence in
the fastest growing area in the world, and
shows (finally) the semblance of an
international trade policy from the

Continued on page 4
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Obama administration. The United
States' steady loss of market share in Asia
makes the TPP especially urgent for
Washington, as it aims to increase exports
and create jobs at home. The other eight
countries that have signed on to the TPP,
as well as newcomers like Canada, Japan
and Mexico, will find themselves under
considerable pressure from the Obama
administration to finalize the agreement,
which has already seen six negotiating
rounds, before the November 2012 presi-
dential election. Canada and Mexico,
both keen to diversify their exports to
Asia, are more likely to come on board
than Japan. Though Japanese big business
favors the TPP, Japanese farmers, a pow-
erful voting bloc, do not. The TPP's
biggest advantage, its all-encompassing,
latest-generation nature that includes
services, intellectual property, govern-
ment procurement and regulatory issues,
is also its biggest drawback, making its
ratification contentious in most member
countries. At this point, if Washington
pulls all the stops to keep the TPP on
track, a most likely outcome would be a
TPP by late 2012 with the current nine
signatories plus Canada and Mexico but
sans Japan."

Richard Feinberg, professor of

international political econo-

my at the University of

California at San Diego and for-
mer president of the Inter-American
Dialogue: "The Trans-Pacific Partnership
(TPP) has its origins in a Chilean initia-
tive to bridge the Pacific by forming a
free-trade area with the like-minded free-
trade oriented nations of Singapore and
New Zealand (the oil-wealthy economy
of Brunei also joined). In the trade policy
doldrums of recent years, USTR latched
onto the TPP as a new business opportu-

Latin America Advisor
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nity, and one which might provide a
renewed impetus to the original APEC
vision of regional economic integration.
As the original APEC goal of regional free
trade among its 21 members had begun
to fade, the United States had tabled a
'Free Trade Area of the Asia-Pacific' or
FTAAP, but it remains a vague aspiration
still at the initial study stage. The U.S.-
driven effort to enlarge the TPP has also
been proceeding very slowly and the best
the nine countries could do in Honolulu

« Adding three more
negotiators—Mexico, Canada

and Japan—further

complicates the equation ...»”

— Richard Feinberg

was to table a list of topics. The United
States has loaded up the TPP agenda with
its long list of ambitious 'behind the bor-
der' issues, including competition policy,
regulatory convergence, serious intellec-
tual property rights protection and labor
and environmental norms, such that a
wrap-up of the enlarged TPP talks by
end-2012 is most unlikely. Adding three
more negotiators—Mexico, Canada and
Japan—further complicates the equation,
especially in the critical agricultural sec-
tor, where the powerful Japanese grain
producers have stymied more than one
set of international trade talks. Countries
join the TPP talks to be at the table, while
the perceived costs are low because few
insiders expect closure any time soon."

The Advisor welcomes reactions to the
Q&A above. Readers can write editor
Gene Kuleta at gkuleta@thedialogue.org
with comments.

See farther.
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