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The paper is devoted to the Transatlantic Trade and Investment Partnership (TTIP), which is also called
the Transatlantic Free Trade Area (TAFTA). The problem is whether TTIP should be created, and if yes,
what shape it should take, and how it will affect the economies of the European Union (EU) and the
United States (US). The aim of the paper is to answer the questions: what is the essence of the TTIP
agreement, what reasons for this project are and what consequences will it have? At first, the authors
present a declining role of the EU and the US in the global economy. Next, they analyse trade and
investment flows between the EU and the US. Then, they analyse main motives for TTIP and present
the course of TTIP negotiations. In the next section, the authors discuss the main barriers to the eco-
nomic relations between the EU and the US. Then, they deal with controversies around the protection
of investment and with concerns and risks arising from TTIP. In the final section, the authors analyse
political consequences of launching TTIP. The authors conclude that the establishment of a free trade
area covering the EU and the US could contribute to economic recovery on both sides of the Atlantic.
The combination of lower production costs in the US with the highest European technological poten-
tial is a prerequisite for the production of excellent products at competitive prices and their sales in
international markets, which in turn can stop the trend of decline in the role of the EU and the US in
the world trade. The TTIP would also strengthen transatlantic political ties and make the voice of the
EU and the US more powerful in the process of searching solutions of many problems of the modern
world. The authors use descriptive and analytical method of analysis based on journal articles, infor-
mation obtained from the Internet and publications of international organizations.
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The paper is devoted to the Transatlantic Trade and Investment Partnership (TTIP), which is also
called the Transatlantic Free Trade Area (TAFTA). TTIP is a proposed free trade agreement be-
tween the European Union (EU) and the United States of America (US), which is still under nego-
tation. The TTIP deal has sparked many controversies on both sides of the Atlantic. The problem
is whether TTIP should be created, and if yes, what shape it should take, and how it will affect the
economies of the European Union (EU) and the United States (US).

The aim of the paper is to answer the questions: what is the essence of the TTIP agreement, what
reasons for this project are and what consequences will it have? This aim is achieved by using
the following tasks.

'I Identyfing the main barriers in the current 3 Defining the arguments
economic relations between the Europe- against TTIP.

an Union and the United States. 4 Defining the economic (and political) con-
Defining the arguments sequences which TTIP will have for both
for TTIP. the EU and the US.

TTIP issues have found so far little attention in the literature. For example, in Poland, the authors
of many publications in the field of international economic relations relate to general principles
of the institutional forms of international economic integration, including a free trade area, but
without specific reference to TTIP. One can mention such items as: Swierkocki (2011) or Budni-
kowski (2006). It is understandable due to the fact that TTIP is still a project. However, yet now the
proposed agreement is subject to much controversy.

Scientific originality and practical significance of the article are:
special emphasis on different expectations on TTIP from the EU and the US,
analysis of the economic (as well as political) consequences of TTIP.

The authors use descriptive and analytical method of analysis based on journal articles, informa-
tion obtained from the Internet and publications of international organizations.

If the agreement on TTIP is concluded, we will have to deal with the most significant event in
international politics in the current decade with far-reaching consequences for the entire world
economy. The authors conclude that the establishment of a free trade area covering the EU and
the US may contribute to economic recovery on both sides of the Atlantic. The combination of
lower production costs in the US and the highest technological potential of the EU is a prerequi-
site for the production of excellent products at competitive prices and their sales in international
markets, which in turn can stop the trend of declining role of the EU and the US in the global
trade. TTIP should also strengthen transatlantic political ties and make the voice of the EU and
the US more powerful in the process of solving many problems of the modern world.

The European Union and the United States of America are considered traditionally as the two big-
gest economic powers in the world. At the beginning of the 1990s, they together accounted for
more than 45% of the global GDP on a purchasing power parity basis (PPP). Their share in world
merchandise trade amounted to nearly 60% and their share in global foreign direct investment
(FDI) outflows was over 70%. The European Union and the United States were also the two most
important host economies for FDI, accounting for 60% of global FDI inflows) (see Tables 1, 2 and 3).

At the beginning of the 1990s, the period of the longest expansion in the history of the US econ-
omy began. After the economic slowdown of 1990/1991, in 1992-1996, the US real GDP grew
on average at a rate of 3.3% per annum (Figure 1). In 1997, an acceleration in economic growth
in the United States was observed. Over the next four years, i.e. until 2000, GDP annual growth
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1 0,
rate in that country was at 4.4%. 1992 | 1997 | 2002 = 2007 2012 = 2013

In the late 1990s, the unemploy-

ment and inflation rates in the EU-28 24.1 227 225 201 17.4 17.1
US fell to record low levels (Kotz, us 212 213 21.1 18.9 16.7 165
2003). In 2000, the US GDP was  gpic 148 | 164 | 186 | 232 | 282 | 289
40% above its 1991 level in real
Source: Authors, on the basis of World Bank (2015).
terms.
The economic expansion in the 1992 | 1997 | 5002 | 2007 | 5012 | 5013
US in 1992-2000 enabled that
L Exports

country to maintain a stable
share in the global GDP. Given ~ EU-28 437| 404| 407] 382| 316| 323
slow economic growth in the US 18| 123] 107 8.2 8.4 8.4
European Union, the US GDP  BRIC 48 6.4 8.3 13.4 16.9 175
reached almost the level of the Imports
EU GDP (Table 1). However, the g g to!| 385 390 30| 37| 314
positions of the United States US 142 158 18.0 142 126 124
and the European Union as

. . . BRIC 43 5.6 6.9 10.8 155 16.0
major economic powers in the

world began to be undermined Source: Authors, on the basis of UNCTAD (2015).

by the BRIC countries including,

in particular, China. The GDP of 1992 | 1997 | 2002 | 2007 | 2012 | 2013
the latter country increased by FDI inflows

almost 150% between 1992- EU-28 474 29.6 50.2 432 16.2 17.0
2000. In 2005, as a result of  yg 115 212 118 108| 121| 129
the continued rapid economic BRIC 8.6 149 125 100 19.6 203
growth in Brazil, Russia, India FDI outflows

and China, BRIC surpassed both

the US and EU GDP in terms of EU-28 51.9 475 497 55.5 17.7 17.8
PPP. In subsequent years, when us 20.9 20.1 25.6 17.4 21.2 240
the economies of the EU and the ~ BRIC 2.8 1.5 1.9 4.2 10.6 138

US were badly affected by the Source: Authors, on the basis of UNCTAD (2015).

global financial and economic

crisis, the relative position of BRIC in the world economy strengthened. In 2013, the BRIC GDP in
PPP terms was 75% higher than the US GDP and 69% higher than the EU GDP. At the same time,
it represented 86% of the total GDP of the US and the EU.

In 2013, BRIC surpassed the United States in terms of the value of foreign trade. However, foreign
trade of the European Union was still as much as twice larger than BRIC's foreign trade (Table 2).
In 2012-2013, the BRIC group was world’'s number one FDI destination with the increasing role
as a source for global FDI (Table 3).

In 2013, the United States and the European Union together accounted for one third of the glob-
al GDP in terms of purchasing power parity, and their share in global merchandise imports and
exports exceeded 40% (Table 1). The data indicate a significant decline in the relative impor-
tance of the US and the EU in the global economy over the last 20 years. It is estimated that this
trend will continue in the coming years. According to forecasts by PricewaterhouseCoopers, in
2030, China's GDP in terms of PPP will exceed by 31% US GDP. In the group of six largest world
economies will be — beyond the two mentioned ones — the economies of India, Japan, Russia
and Brazil (PwC, 2013).

e

Table 1

Shares of the EU, the US
and BRIC in global GDP
PPP, 1992-2013,in %

Table 2

Shares of the EU, the US
and BRIC in the value of
global merchandise trade,
1992-2013,in %

Table 3

Shares of the EU, the US
and BRIC in global FDI
flows, 1992-2013, in %
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Table 4

Top trading partners of
the EU and the US, 2013,
shares in %

Figure 1

Share of the US in
extra-EU merchandise
trade in 2003-2013

(in %)
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The European Union and the United States are the most important trading partners for each
other. In 2013 the US was the main trading partner for the European Union in terms of total mer-
chandise trade (sum of exports and imports) followed by China, Russia and Switzerland. At the
same time, the European Union was the largest trading partner of the US followed by Canada,
China and Mexico. In 2013, the United States represented 14,2% of extra-EU trade while the share

of the European Union in total US trade was at 16,9% (Table 4).

The value of EU merchandise trade with the US increased from EUR 385.6 billion in 2003 to EUR
484.4 billion in 2013 (European Commission, 2015a). However, at the same time, the share of the
US in extra-EU trade fell from 16.9% to 11,7% in EU imports and from 26.4% to 16.6% in EU ex-
ports. Over that time, the EU’s share in US merchandise exports decreased from 21.4% to 16,7%,

while the EU's share in US

. merchandise imports fell from
European Union )
20.1% to 17.0% (Figures 1-2).
Exports Imports )

Partner Share in world Partner Share in world Thte Eumpe?n UrTItCrJ}nthl‘eCL(J)l‘.dtS
) a trade surplus wi e Unit-
L 166 | China 166 o4 States. In 2003-2013, it
2 | Switzerland 9.8 | Russia 12.3 ranged from EUR 359 billion

3 | China 85| US 1.7 to EUR 500 billion annually.
4 | Russia 6.9 | Switzerland 5.6 In 2013, among the top prod-
5 | Turkey 4.5 | Norway 54 uct groups in EU's merchan-
6 | Japan 3.1 | Japan 3.4 dise exports to the US were:
United States machinery and  applianc-
Exports Imports es (24.8%), products of the
Partner Share in world Partner Share in world chemical or allied industries
|| Canada 19.0 | China 196  (20.3%), transport equipment
> e 167 | EU 177 (16.9), opticaland photograph-
' ic instruments, etc. (7.4%) and
3 | Mexico 143 | Canada 146 mineral products (6.1%). Main
4 | China 7.7 | Mexico 123 EU’s imports from the US in-
5 | Japan 4.1 | Japan 6.1 cluded: machinery and appli-
6 | Brazil 2.8 | S. Korea 2.8 ances (26.4%), products of the
Source: European Commission (2015a). chemical or allied industries
(20.0%), transport equip-
ment (10.7), mineral products
(10.6%) and photographic in-
o struments, etc. (9.9%) (Euro-

6 S~ - pean Commission, 2015a).
~ The EU and the US are also
20 N o - each other's primary invest-
...... T~ ment partners. In 2012, 63%
B T of US FDI went to the EU, and
......................................... 44% of FDI inflows to the US

10
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

came from the EU (Ash, 2013).
In 2012, the United States ac-
counted for one third of total
FDI inflows to the Europe-

an Union from extra-EU. In

=« EU exports to the US as a percentage of total EU exports

""" EU imports from the US as a percentage of total EU imports

Source: Authors, on the basis of European Commission (2015a).
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2010-2013, the ratio averaged
59%. In 2012, one fourth of EU
FDI outflows to the rest of the
world went to the US; in 2010- 20t

2013 - 32% (Eurostat, 2014). Tt TS S —

At the end of 2013, the EU held 15

EUR 4 900 billion of FDI stock

in the rest of the world, of 10

Wh|Ch EUR ‘| 686 blulon or 34% 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

in the US At the same time, ==« S exports to the EU as a percentage of total US exports

the United States accounted | US imports from the EU as a percentage of total US imports

for 44% (EUR 1 652 billion) of Source: Authors, on the basis of UNCTAD (2015).

total FDI stock held by the rest

of the world in the European Union (Eurostat, 2015). Total US investment in the European Union is
three times higher than in all of Asia. EU investment in the United States is around eight times the
amount of EU investment in China and India together (European Commission, 2015b).

25

US FDI in the European Union is mainly in the nonbank holding companies, finance/insurance,
and manufacturing sectors. EU FDI in the United States is concentrated mostly in the manufac-
turing, finance/insurance, banking, wholesale trade, and information sectors (Office of the United
States Trade Representative 2019,

The need to create a free trade area covering the EU and the US has been discussed on both sides
of the Atlantic since the early 1990s. It has been expected that the removal of barriers to trade and
investment between the EU and the US will lead to more dynamic economic development, will
contribute to the decline in unemployment and will increase prosperity in the contracting coun-
tries. The first negotiations on TTIP were taken in 1995 and further in 1998 and 2007. They all, how-
ever, ended in failure. The agreement on the liberalization of trade in goods and services between
the EU and the United States has not been signed mainly due to the conflicting positions of the ne-
gotiating parties on agricultural trade and sanitary and health insurance standards (Wodka, 2013).

Despite setbacks in negotiations, at the EU-US Summit on November 28, 2011, the Transatlantic
Economic Council (TEC) was directed to establish a High-Level Working Group on Jobs and Growth.
It was headed by Ron Kirk — US Representative for trade and Karel de Gucht — EU Trade Commissio-
ner. Its task was to identify opportunities to improve bilateral trade and investment relations between
the EU and the US. For this purpose, it established cooperation and held consultations with all stake-
holders, including the major European and American business associations. In February 2013, the
Working Group published the final report outlining the future agreement on the EU-US trade.

In February 2013, in a joint declaration, President Barack Obama and President of the European
Commission J.M. Barroso strongly supported the creation of a free trade area between the two
economic powers. However, at the request of France, it was decided to exclude from negotiations
issues related to music and film production.

Even before the negotiations began in Washington, D.C., in July 2013, the European Commission
had requested the Centre for Economic Policy Research (CEPR) to prepare a report on the econo-
mic, social and environmental effects of a transatlantic agreement. Using econometric methods,
CEPR estimated that the elimination of tariffs and non-tariff barriers and the liberalization of
services and public procurement in relations between the EU and the US would lead to an incre-
se in the EU GDP by EUR 119 billion and in the US GDP by EUR 95 billion EUR per year by 2017.
Such macroeconomic outcomes would translate to an extra 545 EUR in disposable income each

)

Share of the EU in US
merchandise trade in
2003-2013 (in %)

Main
motives

for TTIP
and the
course of
negotiations
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year for a four-person household in the EU, on average, and 655 EUR for a household in the US
(CEPR, 2013). This would be primarily the result of the increased trade between the two negotia-
ting parties. It is expected that as a result of a free trade agreement EU'’s exports to the US would
increase by 28% and additional 2.5 million jobs would be created.

At least three main reasons to negotiate a TTIP/TAFTA agreement can be identified (Kobza, 2013):

the global financial and economic crisis,
which badly hit the US and the Europe-
an Union, and which has forced politicians
and economists to look for ways to boost
growth and reduce high unemployment;

growing disillusionment with the multilat-
eral negotiations within the World Trade Or-
ganisation (Doha Round), which have not led
the developed countries to the resignation
from subsidizing agricultural commodities,

fuller liberalization of services and harmo-
nization of regulations, which still hinders
international trade in goods and services;

a decrease in the importance of the EU and
the US in the global economy and the growing
importance of emerging economies, especially
China’s centrally controlled economy; it can be
opposed by the creation of a strong economic
bloc based on the principles of a free market in-
cluding the states on both sides of the Atlantic.

As a result of the global economic and financial crisis, GDP growth rate in the EU fell from 3.1% in
2007 to 0.5% in 2008, and in 2009 there was a decline in GDP of 4.4%. In 2010-2013, the EU GDP
changed respectively: 2.1%, 1.8%, -0.4% and 0.1%. At the same time, there was an increase in the EU
unemployment rate from 6.9% in 2008 to 8.9% in 2009 and 9.6% in 2010-2011 (World Bank, 2015).
Meanwhile, the US GDP growth rate fell from 1.8% in 2007 to -0.3% in 2008 and -2.8% in 2009. The
recession in the United States was overcome in subsequent years, resulting in an increase in GDP in
2010-2013 by 2.5%, 1.6%, 2.3% and 2.2%, respectively. Simultaneously, the US unemployment rate
rose from 5.8% in 2008 to 9.3% in 2009 and 9.6% in 2010, but in the following years it began to de-
cline, and in 2013 it was at 7.4% (World Bank, 2015). As the economic growth in the emerging mar-
ket economies was higher than in the EU and the US, the shares of the two latter economies in the
world's GDP was decreasing (see point ‘Declining role of the EU and the US in the global economy’).

Difficulties in reaching a multilateral agreement under the WTO on the elimination of trade re-
strictions in agriculture and services, mainly the reduction of export subsidies and other forms
of support for exports that distort international trade flows, have also argued for starting nego-
tiations on TTIP/TAFTA At the peak of the global crisis in 2009 and in subsequent years, instead
of further liberalization of international trade in goods and services, intensified protectionist ten-
dencies directed to protect many national economies against the crisis in the global economy
were observed (Bussiere, et al., 2010; Henn & McDonald, 2011). In this situation, there has been
a retreat from the liberalization of international trade in the global scale and solutions at the
regional level have been sought. The Comprehensive Economic and Trade Agreement (CETA),
which began to be negotiated in May 2009 and was successfully completed in 2014 (Consolidated
CETA Text, 2014), is an example of the above mentioned.

The negotiations on TTIP/TAFTA began on 17 June 2013. For the EU, they are carried out by
the European Commission under the leadership of Trade Commissioner. Until the end of 2014,
there had been seven rounds of negotiations. The main objective of TTIP/TAFTA is to eliminate
regulatory barriers in economic relations between the EU and the US, that is, duties, non-tariff
barriers and restrictions on investment, while maintaining for each party the appropriate level
of protection of consumers and their health, safety and environmental protection. The results of
the talks will have to be approved by the European Parliament, and the final agreement will be
subject to ratification by all member states of the EU and the US.

Each of the parties has set out its objectives and priorities. For the US, the most important issues have
been: the liberalization of trade in agricultural, industrial, and consumer goods, access to the EU mar-
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ket for US textile and clothing, and — in the area of intellectual property rights — easing some standards
on geographical indications of goods. In contrast, less important for the Americans are those parts of
the agreement which relate to social issues, employment and labour standards (Kobza, 2013).

According to the “Directives for the negotiation on a comprehensive trade and investment agree-
ment, called the transatlantic trade and investment partnership” (Council of the European Union,
2013), important issues for the EU have been especially: elimination of all duties on bilateral
trade in a short time frame (except duties on the most sensitive products) and the removal of
non-tariff barriers. The EU would also like to see the full liberalization of current payments and
capital flows, mutual recognition of professional qualifications, legal protection for EU investors
in the US, as well as improved access to public procurement markets in the US. Among very im-
portant issues in the economic relations between the EU and the US is finding a way to close the
gap in the competitiveness of energy-intensive industries resulting from differences in energy
rates which in the United States are three times lower than in the EU. In this connection, the EU
proposes the possibility of permanent export of natural gas and crude oil from the US to the EU.

Until the end of 2014, there had been seven sessions of negotiations, alternately in the US and
Brussels. Negotiations have been conducted simultaneously in the three broad areas of:

further opening up to mutual flows of goods, services and capital,

harmonization of standards which relate to conducting business in the EU member countries
and the US,

protection of intellectual property rights and the environment.

The first five sessions aimed at identifying areas in which negotiators should move. From the
sixth round, the parties started to formulate the relevant text of the agreement for an already ne-
gotiated arrangements. The negotiations should be completed and the agreement signed at the
end of 2015. The immediate effect of the agreement on the abolition of customs duties and the
majority of non-tariff barriers to trade between the EU and the US will be the establishment of a
transatlantic free trade area. Parties to the agreement will remain autonomous duties and other
restrictions on trade with third countries. As a result of the trade creation and trade diversion ef-
fects, an increase in the volume of bilateral trade between the parties of a transatlantic free trade
agreement should be observed (see: Urata & Okab, 2010; Koo, Kennedy & Skripnitchenko, 2006).
The harmonization of standards in the field of environmental protection, health care, protection
of investment and intellectual property rights and the mutual recognition of technical standards
should also boost the EU-US economic cooperation.

Before the negotiations on the creation of a transatlantic free trade area started, more than 50%
of agricultural commodities and about 30% of industrial goods in EU exports to the US were sub-
ject to customs duties. Duties were also applied to American exports to the EU countries. Ave-
rage tariff in the EU’s imports of agricultural commodities from the US was 5.7% and in imports
of industrial goods 1.4%. For goods flowing in the opposite direction, duty rates were at a similar
level. The average tariff level was not so high, but there were a lot of goods which were subject to
much higher duties. In the case of the EU, the highest duty rates were applied to dairy products
(605%) and tobacco (165%). The EU's import tariffs were also relatively high for footwear (17%),
consumer electronics (14%), household goods (14%), clothing (12%) and cars (10%) (WTO, ITC
& UNCTAD, 2013). Abolition of customs duties in mutual trade would undoubtedly contribute to
a decline in prices of imported goods, an increase in the volume of imports and in the range of
products offered on both the EU and US markets.

Non-tariff barriers that prevent exports and imports of certain goods, reduce the volume of trade
or raise the cost of exports and imports by several tens of percent are an even greater problem
than customs duties in trade between the EU and the US. For example, the US apply quantitative

Main barriers
to the
economic
relations
between the
EU and the
US
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quotas and tariff rate quotas, import and export bans, variable levies and other non-tariff barriers
(Stefaniak, 2014). Additionally, there are many obstacles to trade in services. For example, in the
United States, transport of people and goods between the two airports or water ports situated on
the territory of the US is prohibited for foreign carriers. Furthermore, the provision of profession-
al services in the US by experts from the EU: engineers, architects, accountants, lawyers, etc.,
is still difficult because of the unsolved problem of the recognition of professional qualifications.

The diversity of standards for the safety of people and animals, and the environment, as well as
the diversity of other technical standards and the differentiated approach of both parties to the
certification and obtaining authorization to sell goods have also a very negative impact on trade
between the two sides of the Atlantic. The automobile market is a clear example of how the dif-
ferent safety standards in the EU and the US may hinder mutual trade. American cars are hardly
ever imported by the EU, and European cars are purchased by the Americans only to a limited
extent. The main additional cost which car importers must bear is not the cost of transportation
from the US to Europe or in the opposite direction, but the need to adapt a vehicle to the applica-
ble national safety standards. A lot of details on the car, eg. colour and lighting set-up, have to be
changed so that it could be registered in the country.

Reducing standards-related trade barriers is essential for the intensification of transatlantic econom-
ic cooperation. Some successes in TTIP negotiations can be expected in unification of standards in
the automotive, aerospace and chemical industries. Harmonization of standards in the agricultural
sector is less hopeful (Beary, 2013). Difficulties with the harmonization of the European and Amer-
ican standards result from different cultures of standardization in the EU and the US. While the EU
standardization culture is conservative and preventive, the US is more liberal and is characterized by
a more easy acceptance of goods for sale and a focus on possible ex post damage compensation.
Therefore, achieving full harmonization of standards in trade relations between the EU and the US
would be impossible, but it is feasible to reach an agreement on mutual recognition of standards (Ko-
bza, 2013). The first step is to eliminate unnecessary double technical and sanitary regulations, which
make goods for foreign buyers even 20% more expensive. But in any case, the EU intends to prevent
the lowering of standards related to food production, protection of consumers and the environment.

Subsidies for farmers are the next barrier to trade between the US and the EU which is very
difficult to overcome. For many years, both the Americans and Europeans supported indigenous
farmers by grants to make their products more competitive on the internal and international
markets. Both the EU and the US use high tariffs on imported agricultural and food products, eg.
in the US the tariff on dairy products is 139%, on meat — 30%, on drinks more than 20%, while
imports of apples and different kinds of cheese is completely prohibited. The equally difficult sub-
ject which requires a compromise in the negotiations between the EU and the United States is
production of genetically modified corn and soybeans and meat containing hormones in the US.
Such food is acceptable for the American consumers, but not for the Europeans.

Opening the American public procurement market to EU companies could also intensify cooper-
ation between the EU and the US. Currently, the participation of European companies in Amer-
ican public tenders is difficult because of the requirement of the US contribution to the foreign
offer, which virtually eliminates the Europeans from the public procurement market in the US.

Assumptions regarding TTIP also cover the issue of foreign direct investment. As it has been
presented, FDI plays a major role in the economic relations between the EU and the US. Further
increase in FDI flows is desirable due to their importance for the development of intra-industry
trade, employment growth and improvement in the competitive positions of the EU and the US
in the global economy. From this point of view, it is necessary to eliminate unnecessary bureau-
cratic obstacles for investors to access the US and the EU markets.
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The issues of legal protection of investment and the resolution of disagreements between an
investor and a host country are the most controversial in the field of FDI in negotiations on TTIP.
The ability of foreign investors to sue the state, if they recognize that the decisions of the state
authorities taken in the public interest would have a negative impact on investors’ profits is es-
pecially criticized. Such actions would simply lead to the settlement of disputes by tribunals op-
erating outside the public court system, thereby undermining the EU and national legal systems
(Stowarzyszenie “Obywatele Obywatelom”, 2014). This mechanism is called “investor state dis-
pute settlement” (ISDS). Costs of lawsuits against the state would always have to be borne by the
government defending the interests of its citizens (an average of US$ 8 million for a trial), and
also in the event of losing the case the regulations binding the hands of a foreign investor would
have to be removed (Wallach, 2014).

Investment protection is always an important part of a system of economic relations among
states. Investments, which are an important source of innovation and employment growth, if
they are to be made abroad, must be protected against the lawlessness of host country institu-
tions. Therefore, provisions on investment protection and the possibility for investors to appeal to
international arbitration courts should be included in the agreement on TTIP. These regulations,
however, should not be abused in the interests of large trading or industrial corporations, but also
should not discriminate against foreign investors and be preferential for domestic ones.

Large companies and firms with significant growth potential and strong competitive positions
in the market which, as a result of the elimination of barriers in the EU-US trade, will be able to
increase their exports and reduce costs of operation are the biggest proponents of the Trans-
atlantic Free Trade Area. On the other hand, among the biggest critics of TTIP are trade unions,
environmentalists and representatives of international organizations who care about the health
of people and animals and strive for sustainable economic development. TTIP critics have ques-
tioned the results of econometric forecasts, according to which, the Atlantic partnership will lead
to an accelerated growth and a decline in unemployment in the EU and the US. They cite the ex-
ample of NAFTA where the prediction that it would lead to the creation of 200 thousand new jobs
in the United States did not come true. In fact, the balance of jobs created as a result of growth
in exports and lost as a result of strong competition from imported goods was negative and is
estimated to be nearly one million jobs (Gdmez Calvo, 2014).

Representatives of trade unions, environmental and consumers organizations are afraid of low-
ering the European standards in terms of employment and ecology, production of food, chemi-
cals and protection of electronic databases, which are higher in the EU than in the US. Represen-
tatives of the world of work stress that in the past the growth of wages and employment did not
keep pace with the dynamic growth of trade in goods and capital flows between the EU and the
US. A large part of the trade between the EU and the US is the trade within large corporations
(Lakatos & Fukui, 2013), whose position will be strengthened as a result of launching TTIP to the
detriment of employees. In the US, in the private sector, in 2012, due to the poor climate for trade
unions, only 6.6% of employees belonged to such institutions. In many American companies in
which there are no trade unions wages are much lower compared to firms with trade unions. It
encourages investors from Europe, where employees have greater rights, to relocate produc-
tion to the US. However, the authorities of the EU countries ensure that TTIP will not adversely
affect workers in companies because such issues as labor law, co-determination of employees
in enterprises and tariff autonomy are not the subject of TTIP negotiations. However, doubts of
the world of work, which demands that the negotiated agreement contained provisions for the
protection of workers' rights, have not been dispelled (Wotzel, 2014).

Concerns
and risks
arising from
TTIP
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Consumers fear that TTIP will open the European market for genetically modified American food
products and hormone-treated US meat. The approach to these issues is radically different in the
United States and the EU (Kramer, 2013), and therefore it is considered to exclude these issues
from the TTIP agreement. Representatives of the EU ensure that in any case TTIP will lead to
the deterioration of the European standards in the field of health care, including those relating to
GMOs and environmental protection.

Concerns about TTIP also relate to municipal services. The inclusion of this sector in the agree-
ment would open the way for its privatization and marketization in the EU countries, which prob-
ably would involve higher prices of municipal services and deterioration in access to these ser-
vices for people with low income.

If the agreement on TTIP is concluded and enter into force, the Atlantic economic and political
power will be created. It will be able to face the challenges arising from the growing economic
and political powers of China, India and Brazil. The history of international economic and political
relations shows that economic cooperation between the countries may strengthen political ties
between them (Carnegie, 2013; Massoud & Magee, 2009; Polachek, 1997). It can therefore be
expected that the emergence of the transatlantic free trade area will impede the process of re-
ducing economic and political presence of the United States in Europe which have become more
involved in the Pacific region.

The European Union, which due to TTIP will integrate more deeply with the United States, will be
able to play a greater role in global politics and economics. Therefore, it would be more effective in
preventing international conflicts and influencing the direction of social and political processes in the
world. The issue which is particularly important for the EU is the possibility of importing US shale
gas and oil even though they are not cheaper than gas and oil purchased from Russia (since the first
energy crisis in the first half of the 1970s, exports of oil have been banned in the US). However, it
would make the EU independent from Russian gas and oil and undermine Russia'’s imperial policy.

TTIP may also have a positive impact on the conclusion of trade negotiations in the WTO Doha
Round. The EU and the US would have experience in finding solutions acceptable to all trading
partners in the field of international trade in such sensitive goods as agricultural products, tex-
tiles, intellectual property rights, etc. Difficulties in reaching a compromise in this area of inter-
national trade prevent a successful conclusion of the Doha Round (Bundesverband Offentliche
Dienstleistungen, 2014).

The analysis conducted by the authors of this study shows that the project to create TTIP / TAFTA
should be considered worth implementing, both for the EU and the US. The proposed agreement
goes beyond a free trade area. In addition to the liberalization of trade in goods and services, it will
cover such areas as capital flows, protection of foreign investors, harmonization of standards which
relate to conducting business, protection of intellectual property rights and the environment, etc.

History shows that free trade has always been conducive to economic growth and protectionism
has gone hand in hand with economic and social stagnation (Ben-David & Loewy, 1998; Wacziarg &
Welch, 2008; Salvatore, 1993). Also, the establishment of a free trade area covering the EU and the
US, the core idea of which is to reduce tariffs and simplify regulations and standards, can contribute
to economic recovery on both sides of the Atlantic. The United States overcame the global economic
and financial crisis earlier than the EU. GDP growth rate in the US has already exceeded 2%, while
the EU countries are still stuck in stagnation. Deeper integration of the two economic powers sepa-
rated by the Atlantic Ocean would allow the EU to benefit from the economic recovery in the United
States. The advantages of the US are labour costs in the industrial sector which are 25% lower than
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the average for the EU and significantly lower energy costs, which, as a result of the American shale
gas revolution, can be further reduced. In contrast, the EU has the advantage of high technology
and consumer protection standards. The combination of lower production costs in the US with the
highest European technological potential is a prerequisite for a production of excellent products at
competitive prices and their sales in international markets, which in turn could stop the trend of de-
clining role of the US and the EU in the global trade. TTIP would also strengthen transatlantic political
ties and make the voice of the EU and the US more powerful in the process of searching solutions of
such painful problems of the modern world as intensification of terrorism and the nationalist move-
ments, global warming and environmental pollution, rising unemployment, threat to peace from the
so-called rogue states and the lack of respect for democracy and human rights in many countries.

Ash, K. (2013). EU-US trade and investment talks:
Why they matter. OECD Observer, 297, 1-3.

Beary, B. (2013). Regulatory convergence. Three
ways to bring regulation of European and American
markets closer together. New Europolitics, Summer.

Ben-David, D. & Loewy, M.B. (1998). Free Trade,
Growth, and Convergence. Journal of Eco-
nomic Growth, 3(2), 143-170. http://dx.doi.
org/10.1023/A:1009705702579

Budnikowski, A. (2006). Miedzynarodowe stosunki
gospodarcze (p. 472). Warszawa: Polskie Wydawn-
ictwo Ekonomiczne.

Bundesverband  Offentliche  Dienstleistungen
(2014). TTIP muss Qualitat und Vielfalt der offent-
lichen Daseinsvorsorge garantieren. Retrieved
January 16, 2015, from http://www.bvoed.de/nr.-
532104-pm-bv%C3%B6d-ttip-verhandlungen.html

Bussiere M., et al. (2010). Protectionist Responses
to the Crisis. Global Trends and Implications. World
Bank Occasional Paper Series No. 110.

Carnegie, A. (2013) Who Benefits? International
Institutions and Interstate Political Relations. Re-
trieved January 16, 2015, from http://ncgg.prince-
ton.edu/IPES/2013/papers/S1015_rm2.pdf

CEPR (2013). Reducing Trans-Atlantic Barriers to
Trade and Investment. An Economic Assessment (p.
116). London: Centre for Economic Policy Research.

Consolidated CETA Text (2014). Retrieved February
5, 2015, from http://trade.ec.europa.eu/doclib/
docs/2014/september/tradoc_152806.pdf

Council of the European Union (2013). Directives for
the negotiation on a comprehensive trade and in-
vestment agreement, called the transatlantic trade
and investment partnership, 17 June 2013. Retrieved
February 11, 2015, from http://data.consilium.euro-
pa.eu/doc/document/ST-11103-2013-DCL-1/en/pdf

European Commission (2015a). European Union,
Trade in goods with USA. Retrieved February 20,
2015, from  http://trade.ec.europa.eu/doclib/
docs/2006/september/tradoc_113465.pdf

European Commission (2015b). Countries and regions:
United States. Retrieved February 20, 2015, from
http://ec.europa.eu/trade/policy/countries-and-re-
gions/countries/united-states

Eurostat (2014). Foreign direct investment statis-
tics, Data from June 2014. Retrieved February 20,
2015, from http://ec.europa.eu/eurostat/statis-
tics-explained/index.php/Foreign_direct_invest-
ment_statistics

Eurostat (2015). Foreign Direct Investment stocks
at the end of 2013 EU was a net investor in the
rest of the world. The United States, by far the
main partner of the EU. Eurostat news release,
27/2015 - 11 February 2015. Retrieved February
20, 2015, from http://ec.europa.eu/eurostat/doc-
uments/2995521/6623246/2-11022015-AP-EN.
pdf/7ab0b0a0-b2d1-496f-ac65-8764ecbeedae

Gomez Calvo, V. (2014). El Acuerdo Transatlantico
de Libre Comercio: El ascenso al poder ilimitado
de las Multinacionales. Retrieved November 25,
2014, from http://www.attac.es/wp-content/up-
loads/2014/02/TTIP-El-ascenso-al-poder-ilimita-
do-de-las-multinacionales.pdf

Henn, C. & McDonald B. (2011). Protectionist Re-
sponses to the Crisis: Damage Observed in Prod-
uct-Level Trade. IMF Working Paper No. 11/139.

Kobza, P. (2013). Transatlantyckie Partnerstwo na
rzecz Handlu i Inwestycji — nowy regionalizm atlan-
tycki? Studia Europejskie, 3, 31-55.

Koo, WW.,, Kennedy, PL. & Skripnitchenko, A.
(2006). Regional Preferential Trade Agreements:
Trade Creation and Diversion Effects. Review of Ag-
ricultural Economics, 28 (3), 408-415. http://dx.doi.
org/10.1111/j.1467-9353.2006.00306.x

Kotz, D. (2003). Neoliberalism and the US Economic
Expansion of the 1990s. Monthly Review, 54(11), 15-33.
http://dx.doi.org/10.14452/MR-054-11-2003-04_2
Krémer, L. (2013). Genetically Modified Living Or-
ganisms and the Precautionary Principle (p. 72).
Munich: Testbiotech e.V. Institute for Independent
Impact Assessment in Biotechnology.

References



About the
authors

European Integration Studies

Lakatos, C. & Fukui, T. (2013). EU-US Econom-
ic Linkages: The Role of Multinationals and In-
tra-Firm Trade. Trade - Chief Economist Note 2013,
2. Brussels: European Commission.

Massoud, T.G. & Magee C.S.P. (2009). The Impact of
Trade on the Political, Military, and Economic Co-
operation between States. Mimeo. Lewisburg: De-
partment of Economics, Bucknell University.

Office of the United States Trade Representative, Ex-
ecutive Office of the President (2015). Retrieved Feb-
ruary 20, 2015, from https://ustr.gov/countries-re-
gions/europe-middle-east/europe/european-union

Polachek, S.W. (1997). Why Democracies Cooper-
ate More and Fight Less: The Relationship between
International Trade and Cooperation. Review of In-
ternational Economics, 5(3), 295-309. http://dx.doi.
org/10.1111/1467-9396.00058

PwC (2013). World in 2050. The BRICs and be-
yond: prospects, challenges and opportunities (p.
28). Retrieved from http://www.pwc.com/gx/en/
world-2050/assets/pwc-world-in-2050-report-
january-2013.pdf

Salvatore, D. (1993). Protectionism and World
Welfare (p. 464). Cambridge: Cambridge Uni-
versity Press. http://dx.doi.org/10.1017/
CB09780511521997

Stefaniak, P. (2014). Negocjacje transatlantyckie,
czyli trudna droga do wolnego handlu. Retrieved
February 16, 2015, from http://www.wnp.pl/wi-
adomosci/negocjacje-transatlantyckie-czyli-trud-
na-droga-do-wolnego-handlu,236942.html

Stowarzyszenie “Obywatele Obywatelom” (2014).
Ludzie i srodowisko wazniejsi niz zyski, Retrieved

EUGENIUSZ GOSTOMSKI

Prof. habil. dr.

Economics and Finance (science field), Institute of
International Business, University of Gdansk

Address

Armii Krajowej 119/121, 81-824 Sopot, Poland
Tel. +48 58 5231274

E-mail: egostomski@wp.pl

2015/9

February 16, 2015, from http://soo0.org.pl/aktual-
nosci/ludzie-i-srodowisko-wazniejsi-niz-zyski
Swierkocki, J. (2011). Zarys ekonomii miedzyna-
rodowe;j (p. 332). Warszawa: Polskie Wydawnictwo
Ekonomiczne.

UNCTAD (2015). UNCTADstat. Retrieved February
12,2015, from http://unctad.org/en/Pages/Statis-
tics.aspx

Urata, S. &Okab, M. (2010). Trade Creation and Diversion
Effects of Regional Trade Agreements on Commodity
Trade. RIETI Discussion Paper Series No. 10-E-007 .

Wacziarg, R. & Welch K.H. (2008). Trade Liberaliza-
tion and Growth: New Evidence. The World Bank
Economic Review, 22(2), 187-231. http://dx.doi.
org/10.1093/wber/lhn007

Wallach, L. (2014). Dyktatura firm wielonaro-
dowych. Retrieved December 2, 2014, from http://
www.monde-diplomatique.pl/index.php?id=3_1
Wadka, J. (2013). Rewitalizacja partnerstwa tran-
satlantyckiego? Perspektywy Transatlantyckiego
Partnerstwa na rzecz Handlu i Inwestycji (pp. 107-
125). In J. M. Fiszer (Ed.), System euroatlantycki i
bezpieczenstwo miedzynarodowe w multipolar-
nym S$wiecie. Miejsce i rola Polski w euroatlantyc-
kim systemie bezpieczenstwa. Warszawa: Instytut
Studidw Politycznych PAN.

Wotzel, U. (2014). Gute Handelspolitik geht nur mit
Sozialstandards. Neue Gesellschaft. Frankfurter
Hefte, 10, 19-22.

World Bank (2015). World Development Indicators.
Retrieved February 12, 2015, from http://data.world-
bank.org/data-catalog/world-development-indicators

WTO, ITC & UNCTAD (2013). World Tariff Profiles (p.
198). Geneva: World Trade Organization.

TOMASZ MICHALOWSKI

Dr.

Economics and Finance (science field), Institute of
International Business, University of Gdansk

Address

Armii Krajowej 119/121, 81-824 Sopot, Poland
Tel. +48 58 5231273

E-mail: t. michalowski®@ug.edu.pl






