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Foreword

In the past decade, a series of global tectonic shifts in the geopolitical, economic and technological arenas have
marked a turning point in the process of globalization and countries' international positioning. These structural
changes have been accompanied by other factors linked to new global demands related to the Sustainable
Development Goals and the 2030 Agenda for Sustainable Development.

Sluggish economic growth and weaker global trade momentum since the 2008-2009 crisis, along with the
accelerated technological revolution driven by global digital platforms, greater concern about climate change,
environmental impacts and migratory flows are the backdrop of a new global context. In this scenario, China has
positioned itself as a protagonist.

The recent changes in the global political arena include a new trade and tax strategy for the United States, which
has given rise to tensions between the major economic blocs. The United States has shifted its stance of direct
support for globalization based on multilateral negotiations to an approach focused more on bilateral moves,
which seeks to put "America First" and has led to that country withdrawing from, questioning or renegotiating
major agreements such as the Trans-Pacific Partnership Agreement (TPP) and the North American Free Trade
Agreement (NAFTA). These changes in economic and political strategies have significant repercussions for several
members of the Community of Latin American and Caribbean States (CELAC) and put pressure on existing
production specialization models, balance-of-payments positions and investment flows, migratory movements
and remittances.

In addition, positive economic momentum for Latin American and Caribbean countries in the past few decades
has resulted in several becoming upper middle-income economies and beginning to experience new social,
economic and institutional pressures. This is an unprecedented challenge, especially in light of the recent and
future classification of many of these countries.

These and other factors provide an opportunity to rethink cooperation between the member countries of CELAC
and the European Union, with the end goal of renewed and dynamic collaboration based on multilateralism, which
goes beyond trade integration, strengthens the shared vision and values of both regions, promotes investment
and the development of real production integration, encourages technology transfer and innovation, favours the
inclusion of micro, small and medium enterprises, and ultimately facilitates progressive structural change with
stronger productivity, more and better jobs, and higher wages. In other words, cooperation that helps to build
more modern, productive and inclusive societies.
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This document is a joint effort of the Economic Commission for Latin America and the Caribbean (ECLAC), the
European Union and the European Union-Latin America and the Caribbean Foundation (EU-LAC Foundation),
which uses a comparison of the experiences in both regions to identify areas and lines of bi-regional cooperation that

facilitate progress in collaboration, considering the new context of many Latin American economies experiencing
“development in transition”.
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I. Latin America and the Caribbean and the European Union
in the new global context







In recent years, a series of economic, social and geopolitical
changes have led to a tipping point or crisis of globalization
which has directly affected Latin America and the Caribbean’s
international integration and multilateral relationships,
including those with the European Union.

Two major political events have marked this process of
change: the Brexit decision in the United Kingdom, and
the policies and decisions made by the new Government
of the United States that took office in January 2017. These
developments unfolded against a long-term backdrop
characterized by the subdued growth of the global
economy and international trade in the aftermath of the
2008-2009 crisis, the acceleration of the technological
revolution, China’s global advancement in the economic
and geopolitical spheres, the deepening of inequality in
many countries throughout the world, and the persistence
and exacerbation of the environmental crisis. Because of the
productive heterogeneity of Latin American and Caribbean
countries, these processes have had different impacts on
the countries’ socioeconomic dynamics and international
integration patterns.

Subdued global growth, which initially affected the most
developed economies (United States, the European Union
and Japan) and subsequently spread to those affected by
the fall in commodity prices linked to natural resources
(Latin America and the Caribbean, and Africa), was reflected
in the slowdown of the trade in goods and services, and

N Globalization has moved towards a tipping point in recent years

of financing and foreign direct investment flows. While
some of these flows have recovered in absolute terms, as
a percentage of output they remain similar to or lower
than their pre-crisis levels. In particular, the trade in goods
—currently growing at its slowest pace in the post-war
era— is no longer the driving force of economic growth.

® Figure I.1m
Key global trade, investment and finance flows, 1990-2015
(Index: 2003=100)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the
basis of ECLAC, Latin America and the Caribbean in the World Economy, 2016
(LC/G.2697-P), Santiago, 2016.
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B, Uncertainty regarding countries’ potential growth has increased, but the region’s

economic outlook has improved somewhat

Notwithstanding persistent geopolitical risks, growth
prospects in general have benefitted from a relatively benign
global economic and financial environment. Globally, 2017
year-end data point to higher output and trade growth
rates —albeit below those expected in a recovery phase—
although this is accompanied by significant uncertainty
surrounding the robustness of the recovery, thus affecting
market behaviour and weighing on decision-makers,
especially those involved in macroeconomic policy.
Growth in Latin America and the Caribbean also shows
signs of picking up, although at historically low aggregate
rates and with clear differences among countries. While
most economies are growing —some even at rates above
5%— mediocre aggregate results can be explained by
the performance of Argentina, the Bolivarian Republic
of Venezuela and Brazil. That said, Argentina and Brazil
have shown incipient signs of recovery, which could
intensify in 2018.

= Figure .2 ®
World, the European Union, and Latin America

and

the Caribbean: growth and projections

(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the

basis of data from the World Bank.

These forecasts have been made in a context of uncertainty.
On the one hand, impact on growth resulting from the
region’s political changes over the last biennium remains
unclear, as the share of market-friendly governments has
increased together with a preference for international
integration processes consistent with the dominant
paradigm. These developments have led to changes in the
strategic make-up of international economic relationships
(Argentina), and to substantial domestic reforms in the
tax, labour and privatization spheres (Brazil). On the other
hand, United States foreign trade strategy has changed:
instead of supporting and fostering globalization on the
basis of multilateral negotiations, it is now granting a more
prominent role to its national context (“America First”),
as can be seen in its withdrawal from major accords such
as the Trans-Pacific Partnership (PPP) or its re-negotiation
—from a position of strength— of other more geographically
limited agreements, such as the North American Free
Trade Agreement (NAFTA). These changes have increased
the uncertainty for foreign direct investment in export
platforms, which is already evident in the case of Mexico,
and could also have an impact on other agreements based
on NAFTA (such as the Free Trade Agreement between
the Dominican Republic, Central America and the United
States, and other bilateral agreements with countries such
as Chile, Colombia and Peru).
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Global positioning and growth potential will depend largely
on the development of manufacturing

The rethinking of globalization currently underway in
the United States —the outcome of which will depend on
the power struggle between the protectionists and those
favouring the previous globalization paradigm— can be
linked to ideological considerations, but also to a particular
reading of labour market dynamics and, importantly, to
the persistent commercial imbalances exacerbated by the
size and consistency of China’s surplus and, to a lesser
extent, those of Germany, Japan and Mexico.

The significant weight of manufacturing exports in the
surpluses of these four countries suggests the sector is
poised to reclaim the leading role in policy discussions it
last held in the 1980s, when several European countries

ETable I.1®

United States: trade balance with main countries, 20162
(Millions of dollars and percentages)

Total Percentage
World -735 462 100
China -347 038 47
Japan -68 938 9
Germany -64 865 9
Mexico -63 192 9
Irlanda -35 948 5
Viet Nam -31 958 4
Italy -28 457 4
Republic of Korea -27 666 4
Other countries -67 401 9

launched their industrial reconversion programmes. The
debate on the impact of globalization on the manufacturing
capacity of countries, and in this particular case that of the
United States, remains open. One side of the argument holds
that technological change has become the key driver of job
losses and wage dynamics in the manufacturing sector,
assigning a secondary role to industrial and trade policies
and to globalization strategies. However, without ignoring
the importance of technological disruption, the other side
argues that trade agreements and industrial policies adopted
by United States trading partners, especially China, have
reinforced deindustrialization, leading to the subsequent
loss of relatively well-paid jobs.

Manufactures Non-manufactures Energy
-635 935 -40 097 -59 431
-368 885 19778 2069

-81 455 10 598 1919
-61 022 -4 080 236
-68 628 -6 140 11 576
-33 227 2714 -7
-32 623 712 -47
-25 283 -3 645 472
-33 217 6 266 -716
68 405 -60 873 -74 933

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of United States International Trade Commission (USITC), Interactive

Tariff and Trade DataWeb [online] https://dataweb.usitc.gov/.

20n the basis of USITC, “A Note on U.S. Trade Statistics”, 22 August 2014 [online] https://www.usitc.gov/publications/research/tradestatsnote.pdf.
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will be a determining factor for countries

= The technological revolution, especially as regards digital
technologies, is accelerating rapidly. The existence of
exponential trends in technological development has been
confirmed through empirical regularities such as Moore’s
Law (processing capacity doubles every year) and Butters’
Law (optical fibre transmission capacity doubles every nine
months). Notwithstanding the unsustainability of these trends
in the long term, they are illustrative of the current momentum
in the hardware, platform and applications spheres.

= Mass use of mobile technology and the Internet has boosted
the ubiquity of digital technologies, laying the ground
for new patterns of consumption, interconnection and
production. It is through these processes —from which new
technologies such as cloud computing, big data and the
Internet of things have emerged— that global aggregation
platforms such as Google and Facebook in the West, or
Baidu and Alibaba in China, play a central role. The most
advanced robotics and artificial intelligence technologies are
supported by these types of platforms, leading to significant
geopolitical repercussions in terms of the balance of power
between the largest blocs.

Y In a world of exponential digitization, technological development

® Figure L.3®
The exponential growth of computing and connection capacities?
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the
basis of Moore's Law (1965) and Butters’ Law (2011).

aMoore’s Law predicts that central processing units double their capacity every
18 months. Such growth means that every new device can expand its capacity
to capture and analyse increasing data traffic. However, with greater levels of
traffic comes the need for greater storage capacity. On the basis of Kryder’s Law,
itis estimated that storage density doubles every 12 months. Thus, the prevailing
scenario is one in which traffic speed grows at a faster rate than processing
and storage capacity. Butters’ Law of Photonics demonstrates that optical fibre
networks double their capacity in just nine months.
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I Together with digital development, the degree of maturity to drive the fourth
industrial revolution will be a key component in countries’ development

= China has taken huge steps forward in the global economy, = ® Figure L4®
initially on the back of its manufacturing base, and g::?r;et:se fl;rr'iit;d Ii:::eerft’a tt?:nuanr:?glelflienlgd;n; :t"d Germany:
subsequently through its increasing technological prowess  Jcipe'er ontn dﬂ strial revolution P
and its investment role in foreign markets. The country’s (Percentages of interviewees who believe their country is prepared
progress and its enhanced geopolitical leadership have  for early adoption of the Industry 4.0 strategy)
led to the perception of a growing disequilibrium in the
multilateral system and to certain protectionist reactions,
such as halting Chinese investments in strategic technological
companies in the United States and Europe. In particular,
the combination of China’s share of increasingly advanced
manufactures and the development of digital platforms has
bolstered its ability to embark on broad-ranging geopolitical
initiatives, altering the equilibrium of old in which China
was simply seen as the “workshop of the world”.

= Despite the fact that the strategies aimed at driving Industry
4.0 or Advanced Manufacturing will afford significant
competitiveness gains to the manufacturing sector, the
potential upside will depend on how well countries are
prepared to adopt them in other economic and social
sectors. Winning in this process will be determined by
factors such as size and impetus of pre'eXiSting industrial Source: Economic Commission for Latin America and the Caribbean, on the basis of
bases, trade conditions and technological development. Infosys [online] www.infosys.com.
A recent survey by Infosys suggests that China is ahead
of its closest competitors (Germany, the United Kingdom
and the United States).
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-3 Migratory movements are another key component of development processes,

especially in the most advanced countries

China’s recovery of its leading global position —which
it last enjoyed in the eighteenth century— has been
accompanied by a significant urbanization push and a
substantial reduction of poverty. These outcomes, shared
by India to a lesser extent, have reduced global aggregate
inequality, despite the latter increasing in many countries.
Against this backdrop, progress made in one of the regions
with the highest population growth rates (sub-Saharan
Africa) has been insufficient to retain large segments of
its population, which has driven huge migratory flows,
mostly to Europe. A similar phenomenon, albeit of
lower intensity, can be seen among Latin American and

® Figure IL.5®
Main regions: international migration trends, 1990-2015
(Percentages of the total population)
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Caribbean countries of different degrees of development,
although it seems that political pressures have slowed
migratory flows from Mexico and Central America to
the United States.

While total migrants worldwide stood at 152.5 million in
1990, figures for 2015 show an increase of 60% to more
than 243 million people. In 1990, migrants worldwide
accounted for 2.9% of the world’s population, but two
decades later migrant populations account for more
than 3.3% of the total. An analysis by regions shows that
migratory processes are accelerating, especially in Europe,
North America and Oceania.

Africa Asia

M 1990 1995 2000

Latin America and the Caribbean

W 2005

Oceania

Europe North America

M 2010 7, 2015

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of figures provided by the United Nations Population Division, 2015.

The lack of GDP growth in regions with high demographic
growth rates has been compounded by the humanitarian
crises resulting from two decades of war in the Middle
East and neighbouring regions. These new migratory
flows have led to the re-emergence of anti-immigration
—or anti-immigrant— feelings and political movements.
The impact of migratory flows on the labour markets and
cultural make-up of destination countries felt by certain

segments of the population is one of the most powerful
explanations for the 2016 presidential election results in the
United States and of the Brexit vote in the United Kingdom.
This anti-immigrant feeling was especially evident in the
latter; the United Kingdom is now seeking to preserve the
free movement of goods, services and financial flows with
the European Union, and at the same time to limit the free
movement of people.
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N Against this backdrop, and with a view towards achieving the 2030 Agenda
for Sustainable Development, strengthening multilateralism
is more important than ever

This context of uncertainty for international trade and
investment, of growing difficulties for developed countries
to deal with China’s new role, of fear of the still unknown
effects of the digital revolution (especially the impact of
robotics and artificial intelligence on employment) and of
negative perceptions surrounding large migratory flows,
paints a troublesome picture for the multilateral system
for the governance of globalization. The framework has
been unable to respond in a timely manner to these new
challenges, just as it was unable to react to the global
financial crisis. Furthermore, its capacity is also being
questioned by one of its main stakeholders and drivers, as
exemplified by the withdrawal of the United States from
the Paris Agreement under the United Nations Framework
Convention on Climate Change and from the United
Nations Educational, Scientific and Cultural Organization
(UNESCO), as well as by that country’s strong criticism of
the World Trade Organization (WTO). Although it is still
early to determine the long-lasting effects of the withdrawal
from the Paris Agreement, it represents a major blow to
one of the international community’s key agreements.

Accordingly, the efforts led by the European Union, Latin
America and the Caribbean, and East Asian countries in
support of the multilateral framework for the governance of
globalization will be of crucial importance. Ultimately, here
lies one of the fundamental pillars for the implementation
of the 2030 Agenda for Sustainable Development and its
17 Sustainable Development Goals, which allow moving
towards the achievement of specific targets in favour of
equality, progress and sustainability.

As stated by ECLAC in Horizons 2030: Equality at the Centre
of Sustainable Development, moving towards the fulfilment
of the Sustainable Development Goals demands a new
global governance focused on creating global public goods.
This consists of increasing the importance of developing
countries in strategic decisions, reconciling trade and
investment rules with the Sustainable Development
Goals, coordinating financial and exchange-rate
policies to prevent tax evasion and avoidance, creating
mechanisms to facilitate the transfer and development
of environmental technologies, and addressing the
migratory phenomenon together.
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® Diagram L.1®

Potential impact of achieving the 2030 Agenda
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Source: Economic Commission for Latin America and the Caribbean (ECLAC).

® Diagram [.2 =

Multilateralism as a key pillar of global public goods

Create
mechanisms
to facilitate
environmental
technology
transfer

Pay greater
attention to
developing
countries in the
decisions of
international
financial
institutions

Multilateralism

Source: Economic Commission for Latin America and the Caribbean (ECLAC).

Revive the
development
agenda, which is a
crucial factor in
preventing
conflicts and
achieving
sustainable peace

1.5%

of Latin American
and the
Caribbean’s
population
migrated
to another country

Coordinate
financial and

exchange-rate

policies

Coordinate
measures to
reduce tax evasion
and avoidance

Steer production
and consumption
patterns towards
low carbon paths

8.4%

of world’s
greenhouse
gas emissions came
from Latin America
and the Caribbean




The European Union and Latin America and the Caribbean: convergent and sustainable strategies in the current global environment

-Irl'he historical and cultural ties between the two regions heightens
the strategic importance of Latin America and the Caribbean
for the European Union

Europe and Latin America and the Caribbean have a shared
history and common principles in various spheres (political,
economic, social, cultural, academic and in supporting
development), which explains the solid link between both
regions throughout their history. Among these shared aspects
are Graeco-Roman culture and law, scientific rationality,
democracy and institutions, liberties and the market economy.
Latin America, through European migration and its relationship
with European institutions and society, has incorporated
many of these elements in its own DNA, also enriched by
its own culture and ancestral knowledge.

The strong links between Latin America and the Caribbean
and the European Union have taken many forms. One of

EMaplL1lm

M Very high M High Medium
Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of United Nations Development Programme (UNDP), Human Development Report 2015:

Work for Human Development, New York, 2015.

these is the establishment of European Union-Latin America
and the Caribbean Foundation (EU-LAC Foundation):
in May 2010 the countries of both regions signed an
international agreement to set up the Foundation with a
view to strengthening and promoting their bioregional
strategic partnership, raising its profile and encouraging
the participation of civil society.

Latin America and the Caribbean are important for the
European Union, as reflected in the European Union’s
global strategy for foreign and security policy, which
addresses the need to reinforce a broader Atlantic space
and proposes the establishment of closer relationships with
the region’s countries.

N Low [ No data

17
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Latin America and the Caribbean has reclaimed its standing as
a strategically important region, as illustrated by the inclusion
of three of its countries in the Group of 20 (Argentina, Brazil
and Mexico). The economic and social progress achieved
by the region in recent decades, as well as its current
demographic dividend, its rising middle class and levels of
human development position it as a very dynamic, stable,
safe and attractive region for international investors and
for the development of new business opportunities. On the
whole, the human development index for Latin American
and Caribbean countries stands at 0.751 (out of a maximum
of 1), similar to readings for the countries that make up
Europe and Central Asia, and above those of regions such
as East Asia and the Pacific (0.72), the Arab nations (0.687),
South Asia (0.621) and Sub-Saharan Africa (0.523).

The region is in a phase of full transition, with high
potential for developing and implementing joint actions
in various spheres, including infrastructure, education,
health, renewable energy, science and technology, and
productive development.

® Figure I.6 ®
Main emerging regions: human development 1990-2015
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the

basis of United Nations Development Programme (UNDP), Human Development
Report 2015: Work for Human Development, New York, 2015.

] The region’s commitment to the Sustainable Development Goals —embodied in

the Forum of the Countries of Latin America and the Caribbean on Sustainable
Development— together with the European Union’s experience, can be a deciding
factor in achieving the 2030 Agenda for Sustainable Development

In light of the new globalization scenario, it is essential
to continue supporting a form of governance based on
multilateralism, as well as its standing as a global public
good. However, this governance cannot be limited to
simply supporting the global framework of old. The
positive aspects of the latter must be maintained, but
the large economic, social and environmental problems
it has generated must be addressed. Ultimately, what
is needed is a new form of governance of globalization
designed and implemented in a context of negotiation,
as opposed to one characterized by the imposition
of projects that seek a dominant position. The long
experience of cooperation and coordination between
the European Union and Latin America and the

Caribbean offers a solid foundation for the construction
of this new form of globalization in alignment with the
2030 Agenda for Sustainable Development and its
Sustainable Development Goals.

The region’s countries are playing a pivotal role in these
initiatives, as confirmed by their collective commitment
made explicit in the first meeting of the Forum of the
Countries of Latin America and the Caribbean on Sustainable
Development, held in Mexico City in April 2017. Here,
the region’s countries reaffirmed their individual and
collective commitment to the 2030 Agenda for Sustainable
Development as a universal and transforming agenda
centred on people, bringing together the economic, social
and environmental dimensions of sustainable development.
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