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FORE

The world is in turmoil. So are relations be-
tween a number of countries. When Russia
started an unprovoked war of aggression
against Ukraine it shook the foundations
of the international order and, in particular,
the security architecture of Europe.

Meanwhile, the rivalry between two im-
portant economies, the U.S. and China,
continues to intensify and remains the first
geopolitical challenge. Both developments
threaten and undermine the multilateral
system, which is the basis of a level-play-
ing-field and economic progress for over
three decades. As one of the main conse-
quences this is diverting ressources and
energy from much needed action towards
challenges posed by climate change.

As countries continue to grapple with
these developments, they are confront-
ed with other challenges: Rising inflation
and interest rates as well as high levels
of public debt. Latin America and the Ca-
ribbean (LAC) are particularly affected by
these economic shocks. The IMF expects
the region’s growth to slow down to about
1.7 percent in 2023. At the same time,
threats such as climate change, poverty,

or most recently the COVID-19-pandemic
call for closer coordination and coopera-
tion between countries.
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Switzerland is and will remain an active
partner of LAC. For decades, Switzerland
and its economy have been closely inter-
twined with the region. However, these
connections might increasingly be called
into question. Certainly not by Latin Amer-
ica or Switzerland, but by the effects of
an arising global formation of political and
economic blocs, taking place between su-
perpowers. “Friendshoring”, “decoupling”,
or “strategic alliances” between “likemind-
ed” - excluding others - seem to increas-
ingly determine economic policies. For
countries that pursue economic policies
that promote openness and non-discrim-
ination, the room for maneuver is narrow-
ing. However, the tangible benefits of open
markets are worth decades preserving
since they have delivered for years and are
the most reliable guarantee for long-term
resilience of economies and societies.

Over the past year, Switzerland has
worked intensively with existing as well
as new partners. SECO is expanding and
seeking to renew bilateral agreements to
facilitate access to each other’s markets
for our companies, our manufacturers
and our farmers. We regularly meet with
partners in LAC to exchange about chal-
lenges and ways forward and further de-
velop our relations.

There is success, as the numbers show
clearly: our bilateral trade volume also in-
creased by 16 percent last year, and Swiss
direct investment also rose.

In the spirit of renewal, the annual Swit-
zerland-Latin America - Economic Re-
lations Report has received a thorough
redesign. This is also an expression of the
shared hope that Switzerland and LAC
will continue to strengthen their relation-
ship in challenging times. In this light, this
year’s focus chapter elaborates on LAC’s
infrastructure needs and how Switzerland
and its enterprises can contribute to ef-
fective and sustainable solutions.

Difficult times call for strong bonds.

Se— T M
/

ERWIN BOLLINGER

AMBASSADOR,
HEAD BILATERAL ECONOMIC RELATIONS

DELEGATE OF THE
FEDERAL COUNCIL FOR TRADE
AGREEMENTS

Foreword
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INTRODUCTION
LATIN AMERICA,
SWITZERLAND

AND THE WORLD

2022 is the year of multiple crises: rising interest
rates, rising prices, war and serious supply chain distortions.
Latin America has also been hit hard and the industrial
policies of some countries are further damping the economic
outlook. Despite these challenges, Switzerland continues to
work with its Latin American partners to further foster

economic relations.

When Russia started its war of aggression
against Ukraine, it shook the post-cold
war security architecture of Europe to its
foundations. The military aggression by a
nuclear power and permanent member of
the security council against a neighboring
state led to unspeakable human tragedies,
massive destruction and an enormous
flow of refugees. The economic impact of
the Russian campaign can be felt not only
in Europe but also across the globe. The
world is closely interconnected.

Prices for fossil fuels and foodstuffs
fluctuate, threatening stability and live-
lihoods, in particular in poorer countries.
Moreover, these distortions are taking
place at a moment in history, in which
many states and societies are already
vulnerable. The COVID-19 pandemic has
already taken a heavy toll on economies
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and forced many states to massively
increase their spending in order to en-
sure the survival of poor population. At
the same time, inflation started to rise
around the globe, and with it, especially
fiscal room, key interest rates. 2022 was
a year of multi-layer crises. The room for
maneuver is limited for many countries,
and with it the possibility of responding
adequately to the economic effects of the
latest crisis - the war in Ukraine.

LAC was also seriously affected by these
developments, and since the pandemic the
region has already been prone for turbu-
lences. Here, the COVID-outbreak had not
only resulted in numerous deaths, but in
combination with the corresponding sani-
tary measures and the cooling of the glob-
al economy, economic life was massively
affected in 2020, increasing private debt.

The GDP of the LAC region decreased by
7.0 percent. In no other region did econom-
ic output decline as sharply. But in 2021,
LAC managed to find back to the growth
path, over-performing the world economy
with a GDP-growth of 6.9 percent.' LAC
benefited in particular from the fact that
prices for numerous raw materials had
risen sharply, while the low global inter-
est rates continued to favor investments
in emerging markets. Presumably, the re-
bound would have been even stronger if
China’s growth had not been impaired by
repeated lockdowns.

- 1:IMF (2022): World Economic Outlook Database. October 2022.
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In the spring of 2022, things began to
change. The war in Ukraine sent shock-
waves through the world economy - also
felt in Latin America. First and foremost,
the prices of oil, food and fertilizers rose
enormously. However, many countries
found themselves hardly in a position
to counteract this decisively. In order to
dampen the effects of the pandemic and
ensure the economic survival of the poor-
est population, they had already gener-
ously provided support, which severely
restricted their fiscal policy leeway. Bor-
rowing fresh money also became increas-
ingly difficult. In March 2022, the U.S.
Federal Reserve raised its key interest rate
for the first time, thus giving the starting
signal for the interest rate turnaround.
Further increases followed.

Not all Latin American countries felt the
effects in the same way. Argentina, for
example, was able to renegotiate its debt
in cooperation with the IMF right before
the sharp increases in interest rates set in.
With its productive agriculture, the coun-
try was even able to profit from the price
increases to a certain extent. But, despite
high revenues in agricultural exports, the
country is struggling with very high infla-
tion of 95 percent in 2022, which is caus-
ing many Argentinians to exchange their
money for the more stable dollar.2 The re-
sulting need for foreign exchange control,
in turn, makes it difficult for companies to
purchase essential products from abroad.

While Argentina has shown high inflation
for several years, most other Latin Amer-
ican countries did not face similar prob-
lems until 2022. However, global inflation-
ary trends led to a sharp price increases
here as well. For example in Colombia,
inflation reached 9.7 percent, compared
with 3.5 percent in the previous year.?
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Despite the overall difficult economic en-
vironment, many Latin American econo-
mies were able to continue the recovery
that began in 2021 after the pandemic, at
least in the first half of 2022. Important
for macroeconomic stabilization were
the proceeds from commodity exports,
the return of international tourists, and
the facilitation of remittances by in-
creased digitalization of transactions.*
The healthy financial systems in most
LAC countries also helped to buffer the
global effects and supported economic
activity. However, global winds are shift-
ing. The IMF revised its forecasts for the
region downward in October 2022: In-
stead of of 2.5 percent GDP-growth, the
IMF estimates only 1.7 percent in 2023.
Over the medium-term, the IMF expects
LAC’s growth to return to its long-term
average of 2.5 percent - considerably
below peer economies.’ Until 2024 the
economic output will probably remain
below its pre-pandemic trend by almost
five percent, largely because of losses in
productivity. And serious risks are looming
on the horizon: An additional tightening of
global financial conditions, weaker global
growth, and the global economic fragmen-
tation could dampen economic growth.®

In particular, the tendency towards a for-
mation of blocks around major powers is
likely to have a strong negative long-term
impact on many countries in LAC. While
an industrial policy under concepts such
as friendshoring may provide additional
short-term investment in industrial capac-
ity of selected countries, it will have hardly
any positive effects in the long-term, with
the notable exception of Mexico being
strongly integrated in the North American
market with the U.S. and Canada. While
the Chinese hope the region will remain
a raw material supplier and sales market,
the U.S. decoupling also promises little for
LAC. U.S. economic policy is envisioning a
strengthening of the U.S. industrial base
and therefore a reshoring of economic
activities that promise high added value,
while from this perspective, at best, la-
bor-intensive and low-productivity work
steps will remain in Latin America. The
abandonment of international cooper-
ation will also make it more arduous to
address global structural challenges that
affect LAC in particular: climate change
and debt resolution.

Bilateral Economic
Relations in
Turbulent Times

Switzerland faces similar challenges,
though not of the same amplitude. Due
to its diversified economic structure, high
value added and strong economic ties with
countries on all continents, it has built up
a proven resilience that helps to dampen
the impact of negative economic effects.
But the challenges are the same: rising
interest rates, rising prices for commodi-
ties and especially for electricity and gas,
and inflation.” 2022 was a difficult year
for Switzerland. After Russia started its
offensive against Ukraine, many displaced
persons were welcomed in Switzerland?.
In the face of unprovoked military aggres-
sion against a democratic state, Swit-
zerland also imposed sanctions against
Russia based on those taken by the Eu-
ropean Union. These measures are likely
to remain in place for some time. While
the conflict continues, it is still unclear to
what extent it will affect future economic
relations. When and how will the conflict
stop? Will huge amounts of capital soon
be needed to support Ukraine’s recon-
struction, and where will the money come
from? Will development aid for developing
countries be cut back in favor of Ukraine?
Will it reinforce the trend toward political
bloc formation?

The future remains open and difficult times
are ahead for the world and thus also for
bilateral economic relations. Fortunate-
ly, bilateral economic relations between
Switzerland and Latin America seem to
have suffered little so far. On the contrary,
trade between Switzerland and the region
increased by 16 percent in value terms.

> 2:IMF (2022): World Economic Outlook Database. October 2022.

> 3:IMF (2022): World Economic Outlook Database, October 2022.

> 4:IMF (2022): Regional Economic Outlook. Western Hemisphere.
Navigating Tighter Global Financial Conditions.

- 5:1bid, p. 14.

- 6:Ibid.

- 7: With 2.8 percent inflation is low by international and also by
European standards. But the figures are deceptive, because inflation
in Switzerland is partly mitigated by the development ofthe Swiss
franc exchange rate. Inflation is higher in real terms.

- 8:79000 people until the end of February 2023, according to State
Secretariat for Migration (SEM (2023): statistics).

2023
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As a small open economy based on the
rule of law, Switzerland promotes inter-
national rules and standards to ensure a
level-playing-field. It seeks to safeguard
the broad-based, multilateral and reli-
able rules-based international system
for cross-border economic relations that
is also conducive to peaceful relations.
Such a system creates and upholds legal
certainty, predictability and stability for
the domestic and international activities
of Swiss businesses and the one of oth-
er countries. The cross-border economic
relations thus enabled sustainable devel-
opment because they drive economic spe-
cialization, increase productivity, promote
innovation and generate added value.

However, the multilateral fora are cur-
rently challenged. Important powers are
seeking to impose unilateral policies on
their economic partners by resorting to
their market power. Also, industrial and
protectionist policies see a revival interna-
tionally, often based on a policy rationale
related to “national security”. The increas-
ing rivalry between China and the U.S. is
playing an important role here, as does
the Russian aggression in the Ukraine,
strengthening the links between the EU
and the U.S. and driving the EU to adopt
sometimes U.S. economic policy.

The key concepts related to these trends
are numerous: decoupling, friendshoring,
allyshoring, reshoring and nearshoring be-
ing some examples. Implicitly, economic
partners may see themselves in a position
where they are required to align with one
of the superpowers in order to do business
with them or to avoid pressure. The U.S. are
also pursuing policies that seek to entice
industrial production within their borders
orin closely linked economies, reinforcing
tendencies towards protectionism and the
implementation of competition-distorting
schemes. This policy is directly supported
by the American taxpayer, also as foreign
companies receive numerous incentives
to relocate their production, and has had
a cascade effect in the EU with the Green
Deal Industrial Plan. Meanwhile, China is
presenting itself as a partner. The Asian
superpower has already become the most
important trading partner for many coun-
tries. However, Beijing sees Latin America
first as a source of supply for raw mate-
rials, second, a market. Chinese direct
investment in the infrastructure sector
must also be viewed quite critically in
this context, as it seems to further foster
rather than overcome the LAC’s role in the
global economy.

2023
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For Switzerland, these tendencies pres-
ent a tremendous challenge. If multilateral
rules - the very foundation of the rules-
based system - are only applied selec-
tively and to a limited extent, it will also
affect Switzerland. As a strongly integrat-
ed economy, gaining and maintaining ac-
cess to geographically diversified markets
becomes a prerequisite to strengthen its
economic independence and resilience.
This is also relevant in relation to Latin
America. The growth momentum towards
emerging market economies, global de-
mographic change and the increasing
importance of an expanding middle class
are changing the weight of the individual
players in the global economy. A broad
network of trade agreements can provide
a framework for companies to diversify
their business relations.

Built on long-lasting relations that date
back several decades, Switzerland seeks
to expand its economic relations with
partners in Latin America in the foresee-
able future. The progress made on the
free trade agreement with MERCOSUR is
a positive sign. Free trade agreements are
already in place with other partner coun-
tries in the region, the most recent (with
Ecuador) entering into force in 2020. In
addition, other agreements such as the
Free Trade Agreement with Chile and the
Investment Protection Agreement with
Mexico could be renewed and adapted to
changing economic realities in the near
future. The Federal Council focuses on the
so-called Jaguar countries as explained in
its Americas Strategy published in Feb-
ruary 2022. These countries - Argentina,
Brazil, Chile, Colombia, Mexico, and Peru -
have an important economic potential and
offer relatively favorable operating condi-
tions for companies®. However, Switzer-
land is also observing developments and
is interested to explore possible coop-
eration in the frame of its available res-
sources with many other Latin American
countries, particularly with regard to the
current international challenges.

- 9: EDA (2022): Switzerland Presents its Americas Strategy.
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Swiss Imports from LAC
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Source for trading figures: Swiss Impex (data for 2022 as
reported on 7 February 2023) / Source for Swiss FDI and
employment by Swiss companies: SNB (data for 2021)
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Latin America and the Caribbean (LAC)

Bilateral Trade Volume Latin America and the Caribbean (in CHF)

Brazil*
Mexico*
Peru”
Argentina
Chile*
Suriname

*

Dominican Republic*
Colombia*
Ecuador*
Costa Rica*
Nicaragua
Panama
Uruguay”
Guatemala
Honduras
Paraguay
Cuba
Venezuela
Bahamas
Bolivia

0

@ 'mport @ Export

4 Bn.

8 4

*more info see country pages

Comment

Switzerland and the countries of Latin Amer-
ica and the Caribbean (LAC) have longstand-
ing economic relations. However, the region is
geographically speaking far away and hence
not among the main trading partners of Swit-
zerland. Traditionally, the Swiss economy has
been strongly oriented towards the neighbor-
ing European states as well as North America.
In recent decades, the economic importance
of Asia has increased massively.

Trade volumes with Africa and LAC also in-
creased, but not as much as those with Asia,
implying a relative loss of importance of LAC.
Therefore, in line with its foreign economic
policy strategy to diversify economic rela-
tions, Switzerland is committed to invest in
expanding trade and investment relations

Economic Relations Report 2023

with LAC. This is underlined by a vast network
of Swiss representations in the region and a
growing number of Joint Economic Commis-
sions and economic agreements (FTA, DTA,
BIT)* with the countries of LAC.

After a slump due to the COVID-pandemic,
Switzerland’s trade volume with the coun-
tries of LAC increased in 2022 by 16% to CHF
18.8 billion. Swiss exports rose by 12% to
CHF 6.8 billion and imports by 18% to CHF
11.9 billion. As usual, imports are dominated
by precious metals (79% - gold alone 76%)
and exports by chemical and pharmaceutical
products (64%). 59% of Swiss exports went
to Brazil and Mexico. The bulk of (gold) im-
ports to Switzerland has more diverse origins:
Switzerland has imported gold worth more

Bilateral Economic Relations: An Overview

than CHF 1 billion from six countries in LAC
in 2022. Regarding foreign direct investment,
the stock of Swiss FDI reached CHF 38.6 bil-
lion and Swiss companies employed a total
of 190200 people in LAC at the end of 2021.

The following country pages will present more
details on bilateral economic relations with
key partners in LAC. They cover relations
with 10 countries, all having an Embassy in
Switzerland and important trade volumes.
The sequence is also based on trade volume.

*BIT: Bilateral Investment Treaty
(investment protection agreement)

DTA: Double Taxation Agreement
FTA: Free Trade Agreement
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Country Pages

Swiss Imports from Brazil
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Swiss Exports to Brazil

TOTAL
2.4 Bn. CHF

@ Agricultural products

® Chemical and pharmaceutical products

@ Machines & electronics

@ Precision instruments, clocks and watches
Other

Employment by Swiss Companies
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Development of Trade (billion CHF)

5.0
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3.0 3.4 Bn. CHF

25

20
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Comment

With a population of 214 million, Brazil is
by far the most populous country in Latin
America and the Caribbean as well as the
world’s thirteenth largest economy. The
country is a regional power, G20 member,
and an OECD candidate with enormous
economic potential. It has also built a pro-
ductive and competitive industrial sector.

Brazil is Switzerland’s most important trad-
ing partner in the region and, also by far,
the most important export destination for
Swiss products to LAC. Bilateral trade ac-
counts for almost a quarter of Switzerland’s
trade with LAC and Switzerland has a trade
surplus, unlike with most other countries in

Contacts

Camara de Comércio Suico-Brasileira
Av. das Nagdes Unidas, 18.001

4.3 Bn. CHF

3.9 Bn. CHF

3.6 Bn. CHF

2019 2020

the region. Also in terms of FDI and employ-
ments created, Brazil ranks first for Swit-
zerland.

Switzerland is present not only with an Em-
bassy and a General Consulate, but also
with a Swiss Business Hub in Sao Paulo
and Swissnex in Rio de Janeiro. Brazil has
been identified as a priority country within
the Federal Council’s mandate to support
Swiss participation in large infrastructure
projects abroad.

Swiss Business Hub Brazil
c/o Consulado Geral da Suiga,

4 Bn. CHF

3.8 Bn. CHF

2021 2022

Switzerland and Brazil maintain a Joint Eco-
nomic Commission, a forum that takes place
on a yearly basis in order to discuss the bi-
lateral economic relations. The 11t meeting
was held in Brasilia in June 2022, chaired by
Ambassador Erwin Bollinger, Head Bilateral
Economic Relations at SECO. Since 2022, a
double taxation agreement between the two
countries is applicable. Brazil is the leading
country within Mercosur, with which Swit-
zerland is negotiating a free trade agreement
within the framework of EFTA. Switzerland
hopes to clarify the outstanding details and
conclude the agreement as soon as possible.

Swissnex in Brazil
c/o Consulado Geral da Suiga

Economic Agreements
(entry into force)

Trade agreement: 01.08.1936 (provisory) Source for trading figures: Swiss Impex (data for 2022 as
8 reported on 7 February 2023) / Source for Swiss FDI and
DTA: 16.03.2021 employment by Swiss companies: SNB (data for 2021)

04795-900 Séo Paulo, Brazil

Tel. +55 11 5683 7447 / +41 44 586 37 41
President: Philip Schneider

Executive Director: Mariana Badra
Mail: swisscam®@swisscam.com.br
Website: www.swisscam.com.br

Av. Paulista 1754, 4° andar, Edificio Grande Avenida,
01310-920 Sao Paulo

Tel. +565 11 3372-8200

Director: Hans Aebi

Mail: hans.aebi@eda.admin.ch

Website: www.s-ge.ch

Rua Candido Mendes, 157, 12 andar

Rio de Janeiro/RJ 20241-220

Tel. +55 21 3806 2141

CEO: Malin Borg

Mail: malin.borg@swissnex.org 9
Website: www.swissnex.org/brazil
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Swiss Imports from Mexico
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MEXICO

Swiss Exports to Mexico

71% 20.1%

20.7%

5.3% 8.3%

TOTAL
1.6 Bn. CHF

® Chemical and pharmaceutical products

® Metals

@ Machines & electronics

@ Precision instruments, clocks and watches
Other

Employment by Swiss Companies
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TOTAL 47600

22 24

Trade agreement: 02.09.1950
BIT: 14.03.1996

DTA: 08.09.1994;
modifying protocol: 23.12.2010

FTA (EFTA): 01.07.2001

Source for trading figures: Swiss Impex (data for 2022 as
reported on 7 February 2023) / Source for Swiss FDI and
employment by Swiss companies: SNB (data for 2021)

Development of Trade (billion CHF)

5.0

4.5

4.0

3.5

3.0 2.8 Bn. CHF 2.7 Bn. CHF

2.5
2.0

2017 2018
Comment

Mexico is the second most populous coun-
try in Latin America and the Caribbean, with
a population of 127 million, a G20 and an
OECD member, and is closely intertwined
with the North American market - also onthe
basis of the United States-Mexico-Canada
(USMCA) agreement. The cross-border val-
ue chains are diverse and show an intensive
international division of labor in the border
region, especially in industrial sectors: the
chemical-pharmaceutical, automotive, avi-
ation, medtech and construction industries.
In the recent past, economic growth impuls-
es can also be observed in the fintech sec-
tor, eHealth and e-Commerce.

Contacts

Camara Suizo-Mexicana de Comercio e Industria
Lago Alberto 319, Piso 12,

Col. Granada, Delegaciéon Miguel Hidalgo,

C.P. 11320 Ciudad de México, México

Tel. +52 (56) 1412 3634

President: Simon Blondin

Director General: Emilia Pfeiffer

Mail: info@swisscham.mx

Website: www.swisscham.mx

2.4 Bn. CHF

| 2.3 Bn. CHF
2019 2020

Mexico is Switzerland’s second most im-
portant trading partner in LAC, and also
second in both imports and exports. In
addition to chemical and pharmaceutical
products - which are Switzerland’s most im-
portant export almost everywhere in LAC -
Switzerland exports a particularly large
amount of machinery to Mexico. These, in
turn, increase industrial production capac-
ity there.

Swiss Business Hub Mexico
c/o Embajada de Suiza

3.7 Bn. CHF

2.9 Bn. CHF

2021 2022

Switzerland has created a comprehensive
legal framework for bilateral economic rela-
tions with Mexico. A free trade agreement,
an investment protection agreement and
a double taxation agreement are in force.
Switzerland is working towards moderniz-
ing this framework, also to cover additional
issues. A forum similar to a Joint Economic
Commission exists under the name Con-
sultative Group. The most recent meeting
to place in March 2022 in Mexico City and
was embedded into an economic mission
headed by Hervé Lohr.

Paseo de las Palmas No. 405, Torre Optima I, piso 11

Col. Lomas de Chapultepec C.P.
11000 México D.F.

Tel. +562 55 9178 43 70 Ext. 30
Director: Rubén Araiza Diaz

Mail: ruben.araizadiaz@eda.admin.ch
Website: www.s-ge.com
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Swiss Imports from Peru

94.2%
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Main Bilateral
Economic Agreements
12  (entry into force)

0.5%

Swiss Exports to Peru

4.5%

51.1%

TOTAL
0.1 Bn. CHF

@ Agricultural products

® Chemical and pharmaceutical products

® Metals

@ Machines & electronics

@ Precision instruments, clocks and watches
Other

Employment by Swiss Companies

AR R L

TOTAL 8700

Trade agreement: 21.10.1941
BIT: 23.11.1993
DTA:10.03.2014

FTA (EFTA): 01.07.2011

Source for trading figures: Swiss Impex (data for 2022 as
reported on 7 February 2023) / Source for Swiss FDI and
employment by Swiss companies: SNB (data for 2021)

Development of Trade (billion CHF)

4.0
3.5

3.0 2.8 Bn. CHF

2.5 Bn. CHF
25
T 2.4 Bn. CHF
15 1.8 Bn. CHF
1.0
2017 2018 2019 2020
Comment

Peru is a medium-sized country in Latin
America and the Caribbean with a popula-
tion of 34 million and one of the most im-
portant mining countries in the world - rich
in copper, gold and zinc, among other things.
It also has a productive agricultural sector.
Despite going through political turmoils, the
country’s economy proved surprisingly resil-
ient and Peru has also recently become an
OECD accession candidate.

The country is Switzerland’s third most im-
portant trading partner in LAC and its most
important import partner. However, 90% of
imports in 2022 were gold. Excluding gold
imports, the bilateral trade volume is com-

Contacts

Camara de Comercio Suiza en el Peru
Av. Salaverry 3240, Piso 1, Lima 27, Peru
Tel. +511264 35 16

President: Felipe Antonio Custer
General Manager: Corinne Schirmer
Mail: info@swisschamperu.org
Website: www.swisschamperu.org

paratively low, as is the stock of Swiss FDI.
The number of people employed by Swiss
companies has a relatively more consider-
able importance.

Switzerland and Peru discuss their econom-
ic relations regularly during their so-called
Bilateral Economic Dialogue, a forum equiv-
alent to a Joint Economic Commission. The
last meeting took place in April 2022 in Lima
and was embedded in an economic mission
headed by Hervé Lohr. The legal framework
conditions are comprehensive, with a free
trade agreement, an investment protection
agreement and a double taxation agreement
all in force and working well.

2.5 Bn. CHF

2.2 Bn. CHF

2021 2022

Together with Colombia, Peru is a priority
country of SECO for economic development
cooperation since 2009. SECO supports
Peru’s economic development by promoting
resilient subnational growth centers and a
competitive, innovative and sustainable pri-
vate sector. A total of CHF 75 million has been
earmarked for the period from 2021 to 2024.
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ARG

Swiss Imports from Argentina

93.5%

0.9%

TOTAL
1.1 Bn. CHF
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@ Precious metals
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ENTINA

Swiss Exports to Argentina

78.5%

TOTAL
0.7 Bn. CHF

® Chemical and pharmaceutical products

@ Machines & electronics

@ Precision instruments, clocks and watches
Other

Employment by Swiss Companies

A LEERLEERRAER T

TOTAL 13000

Development of Trade (billion CHF)

4.0
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2.5 2.2 Bn. CHF

2.0
2 Bn. CHF

1.5

1.0
2017 2018

Comment

Argentina has a population of 46 million and
is the third largest economy in Latin Amer-
ica and the Caribbean and member of the
G20. It disposes with a very productive ag-
ricultural sector, large commodity resources
(i.e. third largest shale gas reserves in the
world, fourth largest lithium reserve) and
a well-educated population. However, the
country goes through a severe economic
crisis marked by high inflation, high debts
and a lack of foreign currency. Therefore, the
country’s economic strategy is primarily to
slow down imports and promote exports in
order to build up foreign exchange reserves.

Contacts

Camara de Comercio Suizo Argentina
Av. Leandro N. Alem 1074 Piso 10
C1001AAS Buenos Aires, Argentina

Tel. +54 11 4311 7187

2.3 Bn. CHF

1.6 Bn. CHF

2019 2020

Argentina is Switzerland’s fourth most im-
portant trading partner in LAC and ranks
Nr. 3 in terms of Swiss exports, with 79% of
products going to the chemical and phar-
maceutical industry. Imports are very much
dominated by gold (81%). There is a substan-
tial level of both Swiss FDI and people em-
ployed by Swiss companies.

1.8 Bn. CHF

1.5 Bn. CHF

2021 2022

In November 2022, the last round of the
Joint Economic Commission (4" meeting)
was held in Buenos Aires, on the occasion of
an economic mission by SECO to Argentina
headed by Hervé Lohr, with the main pur-
pose to underline the strong Swiss econom-
ic presence in Argentina and support Swiss
companies facing various issues amid the
challenging economic situation. The country
plays also a decisive role within Mercosur in
the process towards a free trade agreement
with EFTA.

Main Bll_ateral Trade agreement: 26.11.1957
Economic Agreements ;. o5111992
14 (entry into force) DTA: 27.11.2015

President: Arq. Ernesto Kohen
Source for trading figures: Swiss Impex (data for 2022 as Gehe_ral Mana_ger: Marfa Silvia Abalo
reported on 7 February 2023) / Source for Swiss FDI and Mail: info@suiza.org.ar 1 5
Website: www.suiza.org.ar

employment by Swiss companies: SNB (data for 2021)
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CHILE

Swiss Imports from Chile

94.5%

1%

TOTAL
0.9 Bn. CHF
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Economic Agreements
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Swiss Exports to Chile

7%
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D2 12.7%

19.2%
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TOTAL
0.4 Bn. CHF

@ Agricultural products

® Chemical and pharmaceutical products

® Metals

@ Machines & electronics

@ Precision instruments, clocks and watches
Other

Employment by Swiss Companies
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TOTAL 18700

Trade agreement: 31.01.1899
BIT: 02.05.2002

FTA (EFTA): 01.12.2004
DTA: 05.05.2010

Source for trading figures: Swiss Impex (data for 2022 as
reported on 7 February 2023) / Source for Swiss FDI and
employment by Swiss companies: SNB (data for 2021)

Development of Trade (billion CHF)
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Comment

Chile is the fourth largest economy in Latin
America and the Caribbean, despite a popu-
lation of only 18 million, and became the first
OECD-member in South America in 2010.
Disposing with one of the highest living stan-
dards in LAC, inequality remains a problem
and as an answer to the social unrests of
2019, the country currently undergoes a
process towards a new Constitution. Being
the most important copper producer in the
world and having the world’s largest lithium
reserves, the country is heavily dependent
on commodity prices.

Contacts

Camara Chileno-Suiza de Comercio (CCHSC) A.G.
(currently no office address)

Tel. +56 957 284 935

President: Susanna Torres

General Manager: Constanza Cérdenas

Mail: constanza.cardenas@swisschile.cl

Website: www.swisschile.cl

0.9 Bn. CHF

1.1 Bn. CHF
1.1 Bn. CHF

2019 2020

For Switzerland, Chile is the fifth most im-
portant trading partner. Swiss exports are
more divers than to other LAC countries,
while imports are overproportionally dom-
inated by precious metals, especially gold
(84%). The Swiss private sector presence in
Chile is very strong and diverse and Swiss
companies employ a high number of peo-
ple, only surpassed in much larger Brazil
and Mexico. This importance for the Swiss
private sector is underlined by the presence
of a Swiss Business Hub in Santiago. Chile
is also one of Switzerland’s “like-minded”
partners, e.g. through the Group of friends
in the WTO.

Swiss Business Hub Chile
c/o Embajada de Suiza

1.2 Bn. CHF

1.2 Bn. CHF

2021 2022

The two countries dispose with a compre-
hensive bilateral economic agreement ar-
chitecture, namely a free trade agreement,
a double taxation agreement and an invest-
ment protection agreement. The free trade
agreement is currently undergoing a mod-
ernization process. After a long break period,
the third meeting of the Bilateral Economic
Dialogue, a forum equivalent to a Joint Eco-
nomic Commission, took place in Bern in
November 2022.

Américo Vespucio Sur 100, Piso 14, Las Condes

Santiago de Chile
Tel. +56 2 2928 01 25
Director: Mark Untersander

Mail: mark.untersander@eda.admin.ch

Website: www.s-ge.com
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DOMINICAN REPUBLIC

Swiss Imports from Dominican Republic

94.7%

1.3%

TOTAL
1Bn. CHF
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Economic Agreements
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18 BIT: 30.05.2006

Swiss Exports to Dominican Republic
271%

7.5%

TOTAL
0.05 Bn. CHF

@ Agricultural products

® Chemical and pharmaceutical products

® Metals

@ Machines & electronics

@ Precision instruments, clocks and watches
Other

Employment by Swiss Companies

fdd

TOTAL 2400

Source for trading figures: Swiss Impex (data for 2022 as
reported on 7 February 2023) / Source for Swiss FDI and
employment by Swiss companies: SNB (data for 2021)

Development of Trade (billion CHF)
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Comment

The Dominican Republic has a population
of 11 million and is the second largest eco-
nomy in the Caribbean after Cuba, showing
dynamic growth in the past decade. Despite
of its relatively small size, the country ranks
as Switzerland’s seventh most important
trading partner in Latin American and the
Caribbean. This is due to the large amount
of gold imported, accounting for 95% of total
imports, and making the country the sixth
most important import partner of Switzer-
land in LAC.

Contacts

Camara de Comercio y Turismo Dominico-Suiza
Calle Rafael Augusto Sanchez #86
Roble Corporate Center, Piso 7

Piantini, Santo Domingo 10148, Republica Dominicana

Tel. +1 809 792 5060

President: Gaetan Bucher

Mail: info@camaradominicosuiza.org
Website: www.camaradominicosuiza.org

|0.3 Bn. CHF

1.2 Bn. CHF

0.8 Bn. CHF

2019 2020

Excluding gold, trade volume is low with
exports of around CHF 52 million and im-
ports of around CHF 55 million in 2022, but
the country still remains by far the most
important trading partner of Switzerland
in the Caribbean. The same is true for FDI
and employment by Swiss companies. The
country enjoys a certain hub function for the
Caribbean market. There is potential in sec-
tors like agriculture, waste management or
renewable energy. An investment protection
agreement is also existing.

0.9 Bn. CHF

2021

2022

1.1 Bn. CHF
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COLOMBIA

Swiss Imports from Colombia

Swiss Exports to Colombia

76.7%

TOTAL
0.4 Bn. CHF

@ Agricultural products
@ Precious metals
Other

Swiss FDI (billion CHF)

1.1

2000

2010
Iﬁ_d
[°]

5.3

2021

o
o
o
N

03 04 05 06 07 08 09

Main Bilateral
Economic Agreements
20 (entry into force)

TOTAL
0.6 Bn. CHF

® Chemical and pharmaceutical products

@ Machines & electronics

@ Precision instruments, clocks and watches
Other

Employment by Swiss Companies

peeanafanefatnnd

TOTAL 12900

Trade agreement: 02.10.1909
BIT: 06.10.2009

DTA: 11.09.2011

FTA (EFTA): 01.07.2011

Source for trading figures: Swiss Impex (data for 2022 as
reported on 7 February 2023) / Source for Swiss FDI and
employment by Swiss companies: SNB (data for 2021)

Development of Trade (billion CHF)
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Comment

With a population of 51 million, Colombia
is the third most populous country in Latin
America and the Caribbean and its economy
is the fifth largest, marked by strong growth
over the last two decades. Since 2020, the
country is a member of the OECD.

Colombia is Switzerland’s eight most import-
ant trading partner in LAC and one of the
few Switzerland has a trade surplus with. Ex-
ports are dominated by chemical and phar-
maceutical products as for many countries
in LAC, but regarding imports, agricultural
products and not precious metals are lead-
ing. Swiss exports have increased signifi-
cantly in recent years, making Colombia now

Contacts

Camara de Comercio Colombo-Suiza

Calle 98, No 15 - 17, Oficina 402, Bogota, Colombia
Tel. +571310 874 4278

President: Harold Karam

Executive Director: Silvia Gutierrez Diaz

Mail: direccion@colsuizacam.com
colsuizacam@colsuizacam.com

Website: www.colsuizacam.com

0.9 Bn.CHF | 0.8 Bn. CHF

2019 2020

Switzerland’s fourth most important export
destination in LAC. The current Swiss FDI
stock in Colombia is only slightly below the
one in Mexico and ranks third. Swiss com-
panies also employ a considerable number
of people in the country.

Colombia and Switzerland have established
a Joint Economic Commission in 2021. The
first meeting was held in Bogota in Novem-
ber 2021. The legal framework conditions are
comprehensive, with a free trade agreement,
a double taxation agreement and an invest-
ment protection agreement all in force. The
latter is due to a modernization.

1Bn. CHF

1Bn. CHF

2021 2022

Together with Peru, Colombia has been a
priority country for SECO’s economic de-
velopment cooperation since 2009. SECQO’s
focuses on supporting sustainable territo-
ries and cities, stronger institutions and bet-
ter public service, and on the promotion of
regional competitiveness and decent jobs.).
Between 2021 and 2024, a total of CHF
45 million from SECO has been earmarked.
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ECUADOR

Swiss Imports from Ecuador Swiss Exports to Ecuador
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0.4%
TOTAL TOTAL
0.5 Bn. CHF 0.1 Bn. CHF
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Trade agreement: 21.10.1941

DTA: 22.12.1995;
modifying protocol: 17.4.2019

FTA: 01.11.2020

Main Bilateral
Economic Agreements
22 (entry into force)

Source for trading figures: Swiss Impex (data for 2022 as
reported on 7 February 2023) / Source for Swiss FDI and
employment by Swiss companies: SNB (data for 2021)

Development of Trade (billion CHF)
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Comment

Ecuador, with a population of 18 million,
is the smallest of South America’s pacific
states and the only one not yet member in
the Pacific Alliance, but the adhesion pro-
cess is ongoing.

The country ranks ninth in the list of Swit-
zerland’s most important trading partners in
Latin America and the Caribbean. Our bilat-
eral trade structure is typical for LAC: 82%
of Swiss imports are gold, while exports are
dominated by chemical and pharmaceutical
products (76%). Swiss exports have been on
adownward trend since the mid-2010°"years.
Ecuador strives for diversifying its exports
towards more agricultural products. Swiss

Contacts

0.2 Bn. CHF

0.4 Bn. CHF

2019 2020

0.3 Bn. CHF

companies employ a relative high number
of people in the country, whereas the stock
in FDI is rather small.

A comprehensive free trade agreement be-
tween EFTA and Ecuador entered into force
in November 2020 and a double taxation
agreement is existing since a long time. The
former investment protection agreement
ceased to apply in May 2019 after Ecuador
denounced it, but a new one is under ne-
gotiation.

Camara de Industrias, Comercio y Servicios Ecuatoriano — Suiza

Av. Eloy Alfaro N35-09 y Portugal

Ed. Millenium Plaza Quito

Quito, Ecuaor

Tel. +593 - 2 333 20 48 ext. 107
President: Sofia Almeida Moreno

Mail: comunicacion@swisscham.com.ec
Website: www.swisscham.com.ec

0.4 Bn. CHF

2021

0.6 Bn. CHF

2022
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Swiss Imports from Costa Rica Swiss Exports to Costa Rica

71%

TOTAL TOTAL
0.1 Bn. CHF 0.2 Bn. CHF
@ Agricultural products ® Chemical and pharmaceutical products
@ Precious metals @ Machines & electronics
Other @ Precision instruments, clocks and watches

Other

Swiss FDI (billion CHF)
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FTA (EFTA: 29.08.2014

Main Bilateral
Economic Agreements
24  (entry into force)

Source for trading figures: Swiss Impex (data for 2022 as
reported on 7 February 2023) / Source for Swiss FDI and
employment by Swiss companies: SNB (data for 2021)

COSTA RICA

Development of Trade (billion CHF)
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Comment

Costa Rica has a population of just 5 mil-
lion and is, together with Panama, the most
economically developed country in Cen-
tral America. It is a member of the OECD
since 2021 and seeks to join the Pacific Al-
liance. The country is one of Switzerland’s
“like-minded” partners, e.g. through the
Group of friends in the WTO.

Regarding trade relations, Costa Rica is
Switzerland’s tenth most important part-
ner in Latin America and the Caribbean and
clearly the most important in Central Amer-
ica. For Swiss exports, it even ranks sixth
in LAC, which is remarkable regarding the
small population. On the import side, trade is

0.3 Bn. CHF

0.3 Bn. CHF

| |
2019 2020

0.3 Bn. CHF

clearly dominated by agricultural products.
Switzerland has a trade surplus. Relative to
its size, the stock of Swiss FDI is consid-
erable as well, as is the number of people
employed by Swiss companies.

A free trade agreement has been in place
since 2014, within the framework EFTA-
Central America. Since then, exports from
Switzerland have more than doubled. Sig-
nificant growth can also be observed on
the import side. An investment protection
agreement is in force too. A double taxation
agreement is due to be negotiated soon.

0.3 Bn. CHF

|
2021

0.4 Bn. CHF

2022

25
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URU

Swiss Imports from Uruguay

Swiss Exports to Uruguay

73%

TOTAL TOTAL
0.04 Bn. CHF 0.1 Bn. CHF
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Other @ Precision instruments, clocks and watches
Other
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Trade agreement: 21.10.1941
BIT: 22.04.1991
DTA: 28.12.2011

Source for trading figures: Swiss Impex (data for 2022 as
reported on 7 February 2023) / Source for Swiss FDI and
employment by Swiss companies: SNB (data for 2021)
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Development of Trade (billion CHF)
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Comment

Uruguay has a population of just 3.4 million
and is one of the wealthiest countries in
Latin America and the Caribbean. It has the
highest level of development of democracy
and market economy according to the Ber-
telsmann Transformation Index and a certain
role as a regional business hub in between
its much bigger neighbors Brazil and Argen-
tina - together with them and Paraguay, it
forms the Mercosur. For years Uruguay has
enjoyed respectable economic growth.

Contacts

Camara de Comercio Suizo-Uruguaya
Av. Bvar. Artigas 1443 Of. 608

11300 Montevideo, Uruguay

Tel. (+598) 99 321941

President: Cr. Alejandro Suzacq
Secretary: Helga Ringeltaube

Mail: info@swisschamuruguay.org.uy
Website: www.swisschamuruguay.org.uy

0.2 Bn. CHF

0.2Bn.CHF |0.2Bn. CHF

2019 2020

Uruguay is only Switzerland’s 13t most im-
portant trading partner in LAC. Especially
imports are small, while Swiss exports rank
eighth and are dominated by chemical and
pharmaceutical products (73%), giving Swit-
zerland a trade surplus. The stock of Swiss
FDI is considerably high since some Swiss
companies have regional hub and Uruguay
offers also free trade zones. Employment by
Swiss companies is relatively small.

0.2 Bn. CHF

0.2 Bn. CHF

2021 2022

A bilateral investment treaty and a double
taxation agreement are in force and working
well. Within Mercosur, Uruguay is very much
in favor of concluding the process towards
a free trade agreement with EFTA as soon
as possible.
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AGREEMENTS

CENTRAL AND NORTH AMERICA

EL SALVADOR
Trade agreement: 15.07.1954
BIT: 16.09.1996

GUATEMALA

Trade agreement: 11.04.1955

BIT: 03.05.2005

FTA (EFTA): protocol of accession ratified: 25.02.2020

HONDURAS
BIT: 31.08.1998

NICARAGUA
BIT: 02.05.2000
DTA: declaration of intention: 12.04.1994

PANAMA
BIT: 22.08.1985
FTA (EFTA): 29.08.2014

28

SOUTH AMERICA

BOLIVIA

DTA: declaration of intention: 02.04.1993

GUYANA
BIT: 02.05.2018

PARAGUAY
Trade agreement: 12.12.1969
BIT: 28.09.1992

VENEZUELA
BIT: 30.11.1994
DTA: 23.12.1997

CARIBBEAN

BARBADOS
BIT: 22.12.1995

CUBA
Trade agreement: 14.04.1954
BIT: 07.11.1997

HAITI
Trade agreement: 23.12.1936

JAMAICA
BIT: 21.11.1991
DTA: 27.12.1995

TRINIDAD & TOBAGO
BIT: 04.07.2012
DTA: 20.03.1974

CONTACTS

ER COUNTRIES

Further Swiss Chambers of
Commerce in Latin America

CUBA

Swiss-Cuban Chamber of Commerce and Industry
Centro de Negocios Miramar, Edo. Jerusalem. Of. 214
Ave. 3ra, Esq. 80, Miramar, Playa, La Habana

Tel. +563 7 204 9020

Fax.: +563 7 204 2029

President: Andreas Winkler

Mail: andreas.winkler@swisscuban.org
Website:www.swisscuban.org

GUATEMALA

Camara de Comercio Suizo-Guatemalteca

16 Calle 0-55 zona 10, Torre Internacional nivel 14
01010 Ciudad de Guatemala, Guatemala, C.A

Tel. +(502) 23 67 55 20

President: Siegfried Brand

Mail: info@camaradecomerciosuizoguatemalteca.org.gt
Website: www.camaradecomerciosuizoguatemalteca.org.gt

PANAMA
Camara de Comercio Suizo Panameiia (CCSP)
Bay Mall Av. Balboa, Local 110, Panama City, Panama

Tel. +507 6291 4886

President: Andreas Eggenberg
Executive Director: Gessica Loeppke
Mail: info@swisschamberpanama.org
Website: swisschamberpanama.org

PARAGUAY
Camara de Comercio Paraguayo-Suiza
Dr. Juan Eulogio Estigarribia 5086, Asuncién, Paraguay

Tel. +595 976 388 790

President: Sebastian Campos Cervera
General Manager: Janice Gill

Mail: info@swisschampy.com
Website: www.swisschampy.com

VENEZUELA

Camara Venezolano-Suiza de Comercio e Industria
Torre Europa, Piso 6, Ofc. 6-A

Av. Francisco de Miranda, Campo Alegre, Chacao
Apartado postal 1060 A, Caracas 1060, Venezuela

Tel. +68 212 953 51 55 / +58 212 953 37 85
President: Claudio Petrini

Executive Director: Fini Otero

Mail: info@camarasuiza.org

Website: www.camarasuiza.org

Chambers of Commerce
in Switzerland

Latin American Chamber of Commerce in Switzerland
Kasernenstrasse 11, CH-8004 Zurich

Tel. +41 44 240 33 00
President: Ramon Esteve
Director: Tatjana Gaspar
Mail: latcam@latcam.ch
Website: www.latcam.ch

Swiss-Cuban Chamber of Commerce and Industry
SwissCubanCham, Hirschmattstrasse 25, 6002 Luzern

Tel. +41 41 227 04 O7
President: Andreas Winkler
Mail: info@swisscuban.org
Website: www.swisscuban.org

Brazil-Switzerland Chamber of Commerce
Rue Le Corbusier 10, CH-1208 Geneve

Tel. +4122 702 0210

President of the Board: Joseph Marques
Executive Director: Nicolas Godel

Mail: info@chambr.org

Website: www.chambr.org
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INFRASTRUCTURE
DEVELOPMENT IN
LATIN AMERICA

The infrastructure Gap

The demand for infrastructure construction
in Latin America is immense. The region
must invest USD 2220 billion in this domain
by 2030 in order to achieve the Sustainable
Development Goals (SDGs) of the United
Nations. That is USD 282 per capita and
year. b9 percent, or around USD 1310 bil-
lion, are to be spent on new infrastructure
projects, and more than USD 910 billion are
needed for maintenance and replacement
of existing assets. USD 976 billion of the
USD 2200 billion shall be spent on trans-
portation on the continent, USD 577 billion
on power supply, and the rest on other ba-
sic infrastructure such as water, healthcare
and telecommunications.”®

The enormous amount of USD 2220 billion
reflects a huge infrastructure gap. In the
past, Latin American countries were not
able to take the necessary measures the
region needs for economic development
and growth in order to catch up with more
advanced economies. According to the
Inter-American Development Bank (IDB),
the failure of Latin American countries to
spend adequately on infrastructure proj-
ects creates substantial costs for their
economies, amounting to approximately
1 percentage point of potential GDP growth
every year. In a longer-term perspective,
these costs even go up to 15 percentage
points of missed potential growth over
10 years." To meet this crucial demand by
building the needed transportation routes,
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power plants, telecommunications facil-
ities, and water supply systems, at least
3.1 percent of GDP would need to be spent
annually on such infrastructure projects,
according to the latest research by the In-
ter-American Development Bank (IDB)."?
While some countries - e.g. Bolivia, Be-
lize, Nicaragua - have gone forward by in-
vesting more than 4 percent of GDP before
the COVID-19 pandemic, others have fallen
short.”® As the graph below shows, many
countries were unable, to raise the capital
needed, and public investment in particu-
lar remained minuscule. Despite regional
powers such as Mexico (USD 9.5 billion)
and Brazil (USD 6.8 billion) investing the
most in 2021, but in terms of GDP, their
public spending remained low even by
regional standards, at 0.8 percent and
0.4 percent respectively.*

Due to the current difficult global eco-
nomic situation and the high and rising in-
terest rates, it becomes increasingly ques-
tionable whether all countries will be in a
position to provide the necessary funds
themselves. The answer might be found
in international cooperation: Through
joint efforts of communities, states, gov-
ernments, multilateral development banks
such as the IDB or the World Bank, bi-
lateral donors, and with the assistance of
private corporations, it should be possible
to raise the necessary funds and build the
infrastructure for a prosperous future.

- 10: Brichetti et al. (2021): The Infrastructure Gap in Latin America
and the Caribbean: Investment Needed Through 2030 to Meet the
Sustainable Development Goals (Inter-American Development Bank
IDB).

- 11:1DB (2019): Building Opportunities for Growth in a Challenging
World, p. 82f. The infrastructure gap in Latin America has been
discussed since years. See CEPAL (2011): The Economic Infrastructure
Gap in Latin America and the Caribbean. in: FAL Bulletin 293:
Serebrisky et al. (2015): Financing Infrastructure in Latin America
and the Caribbean: How, How much and by Whom? (Inter-American
Development Bank IDB).

- 12: Brichetti et al. (2021): The Infrastructure Gap in Latin America
and the Caribbean: Investment Needed Through 2030 to Meet the
Sustainable Development Goals (Inter-American Development Bank
IDB).

-> 13: Fay et al. (2017): Rethinking Infrastructure in Latin America and the
Caribbean. Spending Better to Achieve More (World Bank).

-> 14:Infralatam (2021): Public Investment in Economic Infrastructure.
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The expansion of the infrastructure in
Latin America faces challenges that go
beyond budgetary constraints. First and
foremost, there are natural conditions that
complicate the construction of adequate
infrastructure, in particular the expansion
of cross-border road and rail networks.
While the Andes divide the continent from
north to south, the vast tropical rainforest
in the Amazon basin poses its own specific
challenges, not to mention the archipelag-
ic structure of the Caribbean. In addition,
much of the existing infrastructure is pri-
vately owned. Because of the continent’s
focus on commodity production and ex-
port, much of its advanced infrastructure
remains closely tied to the mining and the
agrarian sector. Finally, the development
of South America’s infrastructure followed
a path that had already been shaped in
colonial times and fostered the conti-
nent’s current global economic role as a
commodity supplier for more advanced
industrialized economies.

In order to assess and understand the
current situation and shortcomings Lat-
in America is facing, the present chapter
takes a look back. Beginning with colonial
rule, it discusses the various notions of
infrastructure and asks how nationalism,
the era of development, and the struc-
tural adjustment programs of the 1980s
shaped the formation of infrastructure
in Latin America. It then looks at more
recent developments. Global economic
developments, such as the rise of China
as a major economic power, are taken into
account, as are the current and potential
effects of climate change in the region.
Finally, the focus shifts to Switzerland.
As an alpine country with enormous
geographic challenges in infrastructure
development, Switzerland may serve as
a best practice example and help Latin
America build a solid infrastructure for a
prosperous future.

Economic Relations Report 2023

Infrastructures for
Development

Infrastructure is crucial to development
and essential for people’s well-being.
This becomes particularly clear, if in-
frastructure is understood in a broader
sense. Schools educate the youth, teach
them different matters and how to reflect
over critical thinking and therewith help
them to advance in and their society.
In hospitals, the injured are taken care
of, and sicknesses are treated. Accord-
ingly, measures that focus on individual
well-being such as the Human Devel-
opment Index (HDI) have components
that are closely linked to infrastructure
development.

But, even if one takes a narrower view of
infrastructure - as in this chapter - and
excludes schools and hospitals, focusing
instead on electricity grids, water sup-
ply, telecommunications and transport,
including roads and railways, infrastruc-
ture projects can have a major impact on
people’s daily lives. Road, railways and
telecommunication connect people,
societies and markets. Electricity runs
ovens, fridges and brings light to house-
holds and streets, or cooling and heating
to buildings while the water supply is vital
to maintain health, grow food and man-
age the environment.”®

Furthermore, a functioning infrastructure
is crucial to economic growth and com-
petitiveness, and can reduce poverty.'®
Especially the quality of roads, railroad
networks, air transport and electricity
supply determine the ability to compete
on global markets.” Infrastructure is an
essential factor in the production and
distribution processes crucial for eco-
nomic growth, as it connects markets
and people and enables the transporta-
tion of goods, services and know-how. A
well-functioning infrastructure is a key
prerequisite for an efficient production
apparatus.”® Eventually, successful in-
frastructure projects can even enable
a broad structural transformation. By
lowering the cost of production and en-
suring access to international markets,
economies tend to move away from
low-productivity activities in the agri-
cultural sector and mining sector toward
higher value-added manufacturing and
services."®

Because spending on infrastructure pays for
labor and suppliers both immediately and in
the longer term, the invested money flows
back into the economy. Analyses show that
this multiplier effect is particularly high for
infrastructure construction.?° While arms
spending has hardly any multiplier effect
and the positive effects of other expendi-
tures, such as those in the education sec-
tors, may only become visible in the long
term, spending in the infrastructure sector
usually has a positive effect both in the short
term and in the long term. Studies found that
the multiplier effect of public investment in
infrastructure tends to be even larger in
times of recession, stabilizing the economy
through anticyclical spending. This has im-
plications for current economic polices con-
fronted with the challenge of long-term eco-
nomic recovery after COVID-19 and should
be a central element of stimulus packages to
help drive an economic rebound. Increased
spending on infrastructure could help to
overcome the consequences of the current
multi-layer crises.?

Moreover, spending on the (right) infra-
structure projects is central to combating
climate change and its effects. Old fossil
fuel power plants need to be replaced and
railroads are essential to ensure connec-
tivity to world trade with a comparatively
small environmental footprint. Even though
infrastructure constructions - from power
plants to roads to railways - always have an
immense impact on the environment and
can severely affect it at least locally, they
remain central to transforming economies
while making them as CO2-neutral as pos-
sible. The adequate choice of infrastruc-
ture investment may thus lead the way to
a sustainable transformation.?

-> 15: On water see: World Bank (2022): Water Supply.

-> 16: World Bank (1995): Meeting the Infrastructure Challenge in Latin
America and the Caribbean.

> 17: Palei (2015): Assessing the Impact of Infrastructure on Economic
Growth and Global Competitiveness, in: Procedia Economic and
Finance 23. For an introduction into the interconnections see
Zamojska/Préchniak (2017): Measuring the Social Impact of
Infrastructure projects. The Case of Gdarisk International Fair Co., in:
Journal of Entrepreneurship. Management and Innovation 13.

-> 18: CEPAL (2016): Latin America’s Infrastructure Investment Situation
and Challenges. in: FAL Bulletin 347: Ganelli/Tervala (2016): The
Welfare Multiplier of Public Infrastructure Investment (IMF Working
Paper).

-> 19: Global Infrastructure Hub (2019): The Vital Role of Infrastructure in
Economic Growth and Development; Foster/Lebrand (2022):

How does Infrastructure Investment promote Economic Development
in Fragile Regions of Africa? (World Bank Blogs).

-> 20: Global Infrastructure Hub (2020): Fiscal Multiplier Effect of
Infrastructure Investment; Lanau (2017): The Growth Return of
Infrastructure in Latin America (IMF Working Papers).

> 21:lbid.

- 22: Khoshnava et al. (2019): Contribution of Green Infrastructure to
the Implementation of Green Economc in the Context of Sustainable
Development, in: Sustainable Development 28.

Focus chapter: Infrastructure 33



https://www.worldbank.org/en/topic/watersupply#:~:text=Water%20is%20at%20the%20center,increasing%20access%20is%20not%20enough.
https://documents1.worldbank.org/curated/en/897601468276885189/pdf/multi-page.pdf
https://documents1.worldbank.org/curated/en/897601468276885189/pdf/multi-page.pdf
https://www.sciencedirect.com/science/article/pii/S2212567115003226
https://www.sciencedirect.com/science/article/pii/S2212567115003226
https://www.sciencedirect.com/science/article/pii/S2212567115003226
https://jemi.edu.pl/vol-13-issue-4-2017/measuring-the-social-impact-of-infrastructure-projects-the-case-of-gdansk-international-fair-co
https://jemi.edu.pl/vol-13-issue-4-2017/measuring-the-social-impact-of-infrastructure-projects-the-case-of-gdansk-international-fair-co
https://jemi.edu.pl/vol-13-issue-4-2017/measuring-the-social-impact-of-infrastructure-projects-the-case-of-gdansk-international-fair-co
https://repositorio.cepal.org/bitstream/handle/11362/40849/S1600759_en.pdf?sequence=1&isAllowed=y
https://repositorio.cepal.org/bitstream/handle/11362/40849/S1600759_en.pdf?sequence=1&isAllowed=y
https://www.imf.org/external/pubs/ft/wp/2016/wp1640.pdf
https://www.imf.org/external/pubs/ft/wp/2016/wp1640.pdf
https://www.imf.org/external/pubs/ft/wp/2016/wp1640.pdf
https://www.gihub.org/articles/the-vital-role-of-infrastructure-in-economic-growth-and-development/#:~:text=Infrastructure%20investment%20has%20a%20strong,other%20forms%20of%20public%20spending.
https://www.gihub.org/articles/the-vital-role-of-infrastructure-in-economic-growth-and-development/#:~:text=Infrastructure%20investment%20has%20a%20strong,other%20forms%20of%20public%20spending.
https://blogs.worldbank.org/ppps/how-does-infrastructure-investment-promote-economic-development-fragile-regions-africa
https://blogs.worldbank.org/ppps/how-does-infrastructure-investment-promote-economic-development-fragile-regions-africa
https://blogs.worldbank.org/ppps/how-does-infrastructure-investment-promote-economic-development-fragile-regions-africa
https://www.gihub.org/infrastructure-monitor/insights/fiscal-multiplier-effect-of-infrastructure-investment/
https://www.gihub.org/infrastructure-monitor/insights/fiscal-multiplier-effect-of-infrastructure-investment/
https://www.imf.org/en/Publications/WP/Issues/2017/02/14/The-Growth-Return-of-Infrastructure-in-Latin-America-44663
https://www.imf.org/en/Publications/WP/Issues/2017/02/14/The-Growth-Return-of-Infrastructure-in-Latin-America-44663
https://onlinelibrary.wiley.com/doi/full/10.1002/sd.2017
https://onlinelibrary.wiley.com/doi/full/10.1002/sd.2017
https://onlinelibrary.wiley.com/doi/full/10.1002/sd.2017
http://infralatam.info/en/home/
http://infralatam.info/en/home/

While the importance of infrastructure
construction is hardly in doubt, a num-
ber of specific constraints exist in Latin
America: First, many countries are not in
afinancial position to absorb such poten-
tially enormous cost of technological and
environmental adaptation, and second,
the underfunding of infrastructure has
its roots in a long history, which will be
discussed below.

The Making of Nations
and the Evolving of
Gaps. Infrastructure
Development in the 19t
and 20t centuries.

Infrastructure projects in Latin America
have been back in vogue for almost two
decades. While new projects are being
built, new areas are being developed and
new technologies are being applied, the
expansion usually remains a continuation
of the old, since it builds on and connects
to existing facilities. The legacies of the
past shape current projects.

When Europeans colonized the Americas
they showed little to no interest in pre-
serving or maintaining existing infrastruc-
ture, such as those once built to rule the
vast pre-Columbian empires. Instead, the
European powers constructed their own
transportation routes, ports and facili-
ties. Several researchers have pointed
out links between colonialism in Latin
America and infrastructure projects. The
construction of colonial infrastructure fol-
lowed two primary goals: First, it should
protect the settlements of the Europeans
and lay the ground for the domination of
the indigenous population. Second, the in-
frastructure was to enable the economic
exploitation of the subjugated territories.
Fortresses and harbors were the primary
buildings of the early phase of colonialism,
while churches were intended to symbol-
ize cultural domination.
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With the consolidation of colonial pow-
er, the infrastructure penetrated further
into the hinterland. Early Europeans set-
tlements had been bound to the Atlantic
coast for a long time. The vast forests,
mountains and outback continued to be
populated and ruled by the indigenous
population, successfully evading colonial
rule for decades and centuries. However,
inthe long run, these people and their terri-
tories should also be integrated in the Ibe-
rian empires. Infrastructure projects laid
the basis of their subjugation and connect-
ed even more distant parts to a complex
global trade structure. By looking at these
constructions a pattern emerges: While
intra-American trade routes were largely
neglected, the basic infrastructures were
intended to ease the transport of goods
from their cultivation and mining areas to
maritime ports, where they were shipped to
European markets. Silver, sugar, coffee and
cotton produced in the hinterlands thereby
reached the Atlantic coast and the Trans-
atlantic World. Latin American raw materi-
als were at the center of an unprecedented
global economic transformation: while the
Spanish and Portuguese crown used them
to finance the expansion and safeguard-
ing of its empire,? cotton, sugar and coffee
later became central to the industrial rev-
olution.® In retrospect, this reshaped the
world and paved the way of Latin America’s
specialization in commodities.?®

With colonial liberation and independence
in the 19* century, the significance of in-
frastructure buildings also changed. By
connecting and uniting the former colonial
subjects, infrastructural projects became a
central mean to achieve national integrity
and identity,?” Therefore, sociologists Ra-
quel Velho and Sebastian Ureta concluded:
“Latin American states were co-produced
along with infrastructures”?. Probably the
most extreme example of this is Panama, a
country basically founded to house a large
canal.®® At the dawn of the 20" century,
large infrastructure projects became a cen-
tral means to conquer the remaining territo-
ries in the hinterland, tame the environment
and its inhabitants, secure territorial sover-
eignty and foster the nation. Latin Ameri-
can states experienced an unprecedented
expansion of infrastructure construction
while several private entrepreneurs were
also busy building multiple kinds of infra-
structure, from private railroads to private
ports, laying the foundations for massive
extraction endeavors.®

A major impetus for the expansion of in-
frastructure projects followed in the mid-
dle of the 20" century, after large parts
of Asia and Africa won independence.
But almost all of the former colonies were
desperately poor and political sovereignty
seemed fragile without meeting peoples
demands for economic improvement. As
US-president, John F. Kennedy stated in
his address to the UN General Assembly
in 1961, “[p]olitical sovereignty is but a
mockery without the means of meeting
poverty [...]". Decolonization should be
followed by development aid. The assem-
bly later followed his proposal by passing
aresolution and declaring the 1960s to be
the “Development Decade”. In this context
and enhanced by the systemic rivalry be-
tween the Western and Eastern blocks in
the course of the Cold War, Latin American
countries received funds from politically
motivated bilateral donors to further their
development while trying to ensure a de-
gree of political allegiance.®" At the very
center of the mid-twentieth century de-
velopmentalist project was infrastructure.
Governments planned and built highways,
railroads and power stations.®? Especially
the latter were destined to foster economic
growth by providing energy to the emerging
industrial sector. In general, infrastructure
development at the time meant investing in
assets whose main purpose was to make
the exporting sector more competitive,
thus reinforcing the colonial trade infra-
structure spatially directed from the hin-
terlands to maritime ports.

- 23: Galeano (1971): Open Veins of Latin America; Cowen (2019)
Following the Infrastructures of Empire. Notes on Citites, Settler
Colonialism. and Method, in: Urban Geography 41; Davies (2021):
The Coloniality of Infrastructure. Engineering, Landscape and
Modernity in Recife. in: Society and Space 39.

-> 24:0n the effects of silver exports from the Americas in the early
modern period see Bernal Rodriguez (ed.) (2000): Dinero, moneda y
crédito en la monarquia hispanica; TePaske (2010): A New World of
Gold and Silver.

- 25: See Mintz, Sidney M. (1986): Sweetness and Power: The Place of
Sugar in Modern History; Beckert, Sven (2015): Empire of Cotton.

A Global History.

-> 26: For an introduction in the «extractivism» in Latin America
see Farthing/Fabricant (2018): Open Veins Revisited. The New
Extractivism in Latin America, in: Latin American Perspectives
45; Farthing/Fabricant (2019): Open Veins Revisited. The New
Extractivism in Latin America, in: Latin American Perspectives 46 and:
Ellner (2020): Latin American Extractivism: Dependency, Resource
Nationalism, and Resistance in Broad Perspective.

- 27: Summerhill (2006): The Development of Infrastructure, in:
Bulmer-Thomas (ed.) The Cambridge Economic History of Latin
America, pp. 293-326.

-> 28: Velho/Ureta (2019): Frail Modernities: Latin American
Infrastructures Between Repair and Ruination, in: Tapuya 2.

> 29: Greene (2009): The Canal Builders. Making America’s Empire at
the Panama Canal.

- 30: Summerhill (2006): The Development of Infrastructure, in: Bulmer-
Thomas (ed.) The Cambridge Economic History of Latin America, p. 293.

- 31: Amann et al. (2014): Infrastructure and its Role in Brazil’s
Development Process (IRIBA Working Paper).

- 32: Harvey/Knox (2012): The Enchantments of Infrastructure. in:
Mobilities 7. p. 522.
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Dreams and hopes related to these
projects did not last long. In the 1980s
several Latin American countries found
themselves trapped in dept and faced a
decade of economic stagnation. The Lat-
in American debt crisis - often referred
to as “La Década Perdida” - was caused
by a complex interplay of international
financial markets, changes in the terms
of trade to the detriment of developing
countries and other macroeconomic fac-
tors combined with domestic fiscal pol-
icies. In short, the foreign debt built up
by many Latin American countries to fi-
nance their industrialization and especial-
ly infrastructure programs exceeded their
earning power by far. When the US-Ameri-
can Fed tightened its money supply in the
early 1980s to combat inflation, interest
rates rose rapidly and thus the financial
burden on debtors. It also reduced the
ability of debtor countries to procure for-
eign currency needed to service the loans.
In August 1982 the Mexican Finance Min-
ister informed that his country would no
longer be able to service its debt, totaling
USD 80 billion. Other countries followed
suit and defaulted as well.®®

With the help of international institutions
like the IMF the countries were able to
reschedule their debt. But this came with
conditionalities: The defaulting countries
had to apply austerity measures and im-
plement a number of reforms aiming at
reducing government spending and regu-
lation (so called “structural adjustment”).

One important consequence was a mas-
sive reduction of government investment
in new projects. Public investment in in-
frastructure financing in Latin American
countries had amounted to about 3.0
percent of their GDP. While governments
adopted a more passive role than they had
assumed earlier, the share of public in-
vestment as a proportion of total financing
fell to 1.1 percent of GDP in the 1990s.3*

Meanwhile, privatizations and addition-
al incentives encouraged the private
sector and foreign investors to invest in
infrastructure. Especially concessions
for public works projects boosted the
infusion of private capital, while private
companies became more involved in the
funding and management of infrastruc-
ture service.

But this increase did not offset the overall
demise of public investment, leading to a
notable decrease in total infrastructure
investment since the mid-1980s.%% The
provision of infrastructure services start-
ed to suffer.
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Chinese Investment in Latin America, total 2003-2020 (in million $)

Brazil
Peru
Argentina
Bolivia
Venezuela
Guyana
Chile
Ecuador
Nicaragua
Paraguay

Colombia

17’670

Already dealing with insufficient capac-
ities, building on colonial patterns and
often reinforcing Latin Americas special-
ization as a commodity producer, the re-
trenchment of the public sector beginning
in the 1980s was met with an inadequate
response of the private sector.

When the debt crisis of the 1980s forced
Latin American countries to slash the
funding of infrastructure, their chances
of competing in global markets eroded
significantly. It was not until after the
turn of the millennium that this trend
began to reverse. In the early 2000s the
terms of trade improved. Mineral, oil,
and gas prices turned upward in 2003,
starting the latest boom in extractive in-
dustries, and leading to a reduction in
unemployment, per capita GDP growth,
and a significant improvement of the
state of public finances in Latin Ameri-
ca.’® As aresult, the region experienced a
partial recovery in infrastructure invest-
ment. Furthermore, with state coffers
relatively well filled again, governments
were able to provide a countercyclical
response to the global financial crisis
starting in 2008 in the form of public in-
vestment programs. After a more than a
decade-long underfunding of public in-
frastructures, Latin America was in dire
need of a spending spree.

China and Latin
America

That being said, the expansion of infra-
structure that continues today takes place
under different auspices than it did a few
decades ago. The economy has changed,
the world has changed and, furthermore,
infrastructure projects today have to do
more than just promote economic growth.
In addition, an important new player en-
tered the scene: China.

Source: fDi Markets

In the early 2000s, China had become one
of the leading industrial nations and was
increasingly processing raw materials from
Latin America. To facilitate the export to
China and establish themselves as a reli-
able partner, the Chinese began to finance
a number of infrastructure projects - such
as the Latin America’s largest solar planin
Jujuy (Argentina), Peru’s new Chancay and
Callao Ports, and several dams, roads, and
railways - and at the same time increase
their strategic influence.®®

When China launched the Belt and Road
Initiative (BRI) in 2013 Latin America found
itself on the sidelines of this infrastructure
development strategy. The original con-
cept focused on Eurasia and Africa. It was
not until 2018 that the program was ex-
panded to Latin American countries when
the Chinese Minister of Foreign Affairs in-
vited them to participate in the BRI and
first countries signed a special declaration
presenting the BRI as a “new platform for
mutually beneficial cooperation”.® So far,
twenty countries in Latin America have
joined China’s BRI. The reluctance of Chi-
nato include Latin America in the BRI may
reflect that the inclusion was not initially
part of a Chinese “grand strategy”.

-> 33: Some researchers argue that the debt crisis could have been
avoided by applying the right policy. See Diaz-Alejandro /Krugman/
Sachs (1984): Latin American Debt: | Don’t Think We are in Kansas
Anymore, in: Brooking Papers on Economic Activity 1984, pp.
335-403.

- 34: CEPAL (2016): Latins America’s Infrastructure Investment
Situation and Challenges, in: FAL Bulletin 347; Cohen (2013): Austerity
and the Global Crisis: Lessons from Latin America., in: Austerity
Economic.Failed Economics but Persistent Policy 80, pp. 929-952.

- 35: CEPAL (2016): Latins America’s Infrastructure Investment
Situation and Challenges, in: FAL Bulletin 347, p. 5.

- 86: Gustafson (2017): Extractivism. A Review Essay. in: Latin American
Perspectives 45, p. 222.

- 37: Roy (2022): China’s Growing Influence in Latin America, in: Council
on Foreign Relations: Dussel Peters (2021): Monitor of Chinese
Infrastructure in Latin America and the Caribbean 2021: Silk Road
Briefing (2022): Cosco To Investe US $3 Billion In Peru’s Chancay
Port; On the expansion of key Chinese technology companies see
International Cyber Policy Centre (2022): Mapping China'’s Tech
Giants.

-> 38: For a detailed account of China’s impact on Latin America, cf. SECO
(2022): Switzerland - Latin America: Economic Relations Report 2022.
See also EUISS (2022): China's Footprint in Latin America; GIGA (2018):
China Is Challenging but (Still) Not Displacing Europe in Latin America.

- 39: Jenkins (2022): China’s Belt and Road Initiative in Latin America:
What has Changed?. in: Journal of Current Chinese Affairs 51, p.18.
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While the BRI is discussed with reference
to Africa and Eurasia in terms of China’s
more immediate economic and geostrate-
gic interest, its expansion to countries like
Brazil, Panama and Peru took place at least
partly by request of regional actors that
lobbied to have their countries included.*°
Many countries and several actors hoped
not only for an expansion of economic re-
lations but also for significant economic
growth. Meanwhile, critics point to a lack
of transparency in the signed agreements,
also fear the increased indebtedness and
a deepening of unequal trade relations.*

Furthermore, Chinese stakeholders often
act as financiers and builders. Through or-
ganizations such as the Asian Infrastruc-
ture Investment Bank (AlIB), the China De-
velopment Bank and the Silk Road Fund
or by other Chinese lenders, China helps
financially strapped countries to finance
desired projects. The projects are mostly
built by Chinese companies with close ties
to the Chinese government. Accordingly,
the multiplier effects that are often con-
siderable in the case of public contracts
are largely absent. Finally, China’s BRI in-
frastructure projects are gearing towards
enhancing commodity exports, rather
than strengthening regional connectivity
or helping to construct social infrastruc-
ture like schools and hospital. Thereby
they tend to reproduce patterns that re-
semble colonial economic relationships.*

However, for many Latin American coun-
tries Chinese loans and investments are
most welcome. They also promote econom-
ic growth and contribute to the well-being
of the population after all. Moreover, the
capital provided is urgently needed for the
reasons elaborated on above. Although de-
velopment banks such as the World Bank
or the IDB provide a great deal of capital
and each award more than USD 10 billion
annually, more capital is needed. In addi-
tion, Chinese donors tie their loans to fewer
conditionalities regarding measures such as
feasibility studies, minority rights and envi-
ronmental protection. Unfortunately, these
belong to the key challenges for the region.
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Infrastructure,
climate change and
social inclusion

Climate change has already emerged
some years ago as one of the biggest
challenges of the 215t century. Since con-
structions like roads, railroads, harbors,
power stations and water reservoirs can
have an enormous impact on the envi-
ronment they must also be ecologically
justifiable today.*®

Latin America has been responsible for
only a small share of the global green-
house gas emissions. The region emits
about 8 percent of the global total in
greenhouse gases,* and compared to
other regions the emissions per capita
are fairly low. Nevertheless, the region is
highly vulnerable to the effects of climate
change. With its reliance on agricultural
production and given the regions vulner-
ability to extreme natural events such as
typhoons or El Nifio, small climate distor-
tions can have disastrous consequenc-
es for human well-being and economic
activities. Accordingly, the population in
the region is highly sensitized.*®

In addition, both local actors and the in-
ternational community are looking with
great concern at developments in the
Amazon basin. The largest tropical rain-
forest in the world is important primarily
as a CO2 reservoir for the global climate.
However, this function is threatened by
direct human intervention and is one of
the possible tipping points in the climate
system that could drive an irreversible
process in the event of further warming.
The Amazon basin is in danger of los-
ing its function as “the air conditioner
of the Earth”. At the same time, it has
significant economic resources: natural
waterways and fisheries, minerals de-
posits such as gold, oil and gas reserves
and a whole range of forestry products
including medicinal plants.*® Economic
development and the implementation
of infrastructure projects must be un-
dertaken with particular caution in this
vulnerable environment.*

In this context, the environmental impact
became important for all investment
projects in which the state, internation-
al organizations or multilateral develop-
ment banks participate. This changed
the perception of infrastructure develop-
ment. The focus of infrastructure projects
usually has been on the extent to which
they contributed to economic growth, but
today they must meet a number of other
requirements. The Inter-American Devel-
opment Bank (IDB), for example, has pub-
lished a 110-page document that applies
to all investment loans and contains com-
prehensive guidelines on environmental
and social standards. The Environmental
and Social Policy Framework (updated
2021) established standards for borrow-
ers to design, implement and manage IDB-
financed projects in order to avoid or at
least minimize adverse impacts on work-
ers, communities and the environment.*®
The keyword is sustainable development,
which means to meet the needs of the
present generation without compromising
the ability of future generations to meet
their own needs.

As a result, economic development and
infrastructure projects increasingly come
into conflict with nature conservation
and sometimes even with the rights of
minorities. But, this is not a narrowing of
the options for implementing infrastruc-
ture projects. It does increase the impor-
tance of prudent project planning and of
involving all the groups involved as early
as possible. However, the consideration
of environmental protection aspects must
rather be understood as an opportunity:
Investments in renewable energies are
promoted and obsolete power plants are
taken out of operation; solutions for effi-
ciency improvements are in demand, and
last but not least, ideas are needed in the
area of smart cities and in the disposal
and use of waste.

- 40: Ibid., p. 19. The “Special Declaration on the Belt and Road” was
followed by bilateral agreements with the signing of Memorandums
of Understanding (MoU). See International Institute for Strategic
Studies (2018): China’s Belt and Road Initiative in Latin America and
the Caribbean.

- 41: Ellis (2019): Latin America and China. Choosing self-interest, in:
Global Americans.

- 42: Ibid.

- 43: Khoshnava et al. (2019): Contribution of Green Infrastructure to
the Implementation of Green Economc in the Context of Sustainable
Development, in: Sustainable Development 28.

- 44: lvanova et al. (2021): Climate Change in Latin America and the
Caribbean: Challenges and Opportunities (IMF Blog).

- 45: For an introduction into the mannifold challenges of climate
change in Latin America see Climate Change in Latin America, in:
Latin American Perspectives 43/2016.

- 46: Runde/Bandura/McKeown (2020): Introduction, in: Sustainable
Infrastructure in the Amazon: Connecting Environmental Protection
with Governance, Security, and Economic Development (Center for
Strategic and International Studies (CSIS), p. 9.

-> 4T7: For country case studies see Ibid.
Bandura/Burniston/Ramanujam (2020): Colombia Country Case
Study: Bandura/Mazzilli Silveira/ McKeown (2020): Brazil Country
Case Study and Bandura/Murphy (2020): Peru Country Case Study.

- 48: Intra-American Development Bank IDB (2020): Environmental and
Social Policy Framework.
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Latin America currently needs infrastruc-
ture investments in several areas. Accord-
ing to the IDB, the region should invest
a total of USD 256 billion in water and
wastewater by 2030. Another USD 397 bil-
lion is needed to expand power genera-
tion and distribution. The USD 109 bil-
lion for telecommunications expansion
seems comparatively small, with another
USD 548 billion needed for transportation,
of which the IDB estimates USD 222 bil-
lion for urban mobility alone. As already
stated, investments in new infrastructure
facilities would amount to USD 1310.5 bil-
lion, while another USD 900 billion would
be spent on renovating existing facilities.

01 Water and
Sanitation

Access to water and sanitation is crucial.
The provision of the necessary infrastruc-
ture varies greatly in the region. While
countries such as Costa Rica or Uruguay
provide all citizens with an uninterrupt-
ed functioning water supply system and
high-water quality, the supply in other
countries suffers from long interruptions
and poor water quality. The lack of access
to clean drinking water and sanitation
creates a variety of health problems and
especially gastrointestinal diseases. Poor
water supplies also lowers productivity
and hurt the economy. In the 2019 World
Bank Enterprise Survey, almost 16 percent
of businesses stressed that they endure
recurring insufficiencies in water supply.
Only in Sub-Saharan Africa more compa-
nies complained.*®

To meet the current challenges IDB es-
timates that USD 143 billion are needed
to ensure safe access to water, addition-
al USD 214 billion should be spent on
safe access to sanitation while waste-
water treatment accounts for another
USD 17 billion. However, additional costs
to cover the investments for adapting to
climate change and build the necessary
water storage facilities were not included
in the study.%®
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Unlike other infrastructure sectors, water
supply is in public hands almost everywhere
in Latin America. The sector was also par-
tially reformed in the late 1980s and early
1990s. In the course of decentralization,
cities and municipalities took over some
tasks from the state, while countries such
as Argentina and Mexico also experimented
with private sector participation. However, as
Foster concluded in her study commissioned
by the World Bank, the real transition for
most water consumers “has not been from
public to private operation, but rather from
unregulated centralized public provision to
regulated decentralized public provision.”'

02 Electricity

Compared with other developing regions
such as Sub-Sahara Africa and South Asia
the region is doing well providing access to
electricity to its citizens. This reflects the
big strides taken by LAC in the past two
decades.5? Moreover, electricity production
in Latin America has been comparatively
environmentally friendly for decades and
LAC had the cleanest electricity generation
mix among developing regions.

Fossil fuel powered power plants contribute
only a small part to the continent’s energy mix.
Instead, a large part of the electricity stems
from an intensive use of hydroelectric gener-
ation accounting for 45percent of the total
electricity supply.% But serious challenges lay
ahead. The most promising resources have
already been tapped and new projects such
as the Belo Monte dam often have to com-
ply with strict environmental requirements.5
Keeping the energy mix clean while expanding
electricity production will definitely entail in-
vestments into other renewable technologies
such as wind and photovoltaic.

In addition, the expansion of power sup-
ply in individual countries and in rural
areas is also likely to become important.
Even though the continent is doing well
in terms of supply density, some coun-
tries are still lagging far behind. In Haiti
still only 39 percent of the population has
an electricity connection. IDB estimates
that USD 89.5 billion are needed to meet
the challenges ahead and further facilitate
the access in the region to electricity. In
their scenario another USD 487.5 billion of
investments will be required on generation
and transmission of energy.5®

In Brazil alone, new infrastructure will cost
more than USD 100 billion while the asset
replacement is charged with USD 50 bil-
lion. Mexico (USD 85 billion), Argentina
(USD 75 billion), Chile (USD 48 billion), Co-
lombia (USD 35 billion), Ecuador (USD 21 bil-
lion), and Peru (USD 14 billion) are all expect-
ed to make huge investments as well.%

-> 49: Brichetti et al. (2021): The Infrastructure Gap in Latin America and the
Caribbean: Investment Needed Through 2030 to Meet the Sustainable
Development Goals (Inter-American Development Bank IDB).

- 50: Ibid., p. XII/21.

-> 51: Foster (2005): Ten Years of Water Service Reform in Latin America:
Toward an Anglo-French Model. World Bank Water Supply and
Sanitation Sector Board discussion paper series, p. 23.

- 52:1bid., p. 24.

- 53: lbid., p. 26.

- 54: International Energy Agency IEA (2021): Climate Impacts on Latin
American Hydropower. For an overview of the scenarios and the
planning process in several Latin American countries see International
Renewable Energy Agency IRENA (2022): Scenarios for the Energy
Transition. Experience and Good Practices in Latin America and the
Caribbean.

-> 55: Brichetti et al. (2021): The Infrastructure Gap in Latin America
and the Caribbean: Investment Needed Through 2030 to Meet the
Sustainable Development Goals (Inter-American Development Bank
IDB). p. 24.

- 56: lbid., p. XII.

- 57: Ibid., p. 34.
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However, these amounts do not include
all the projects that are likely to be im-
plemented in the coming years. With the
existing energy base, the already excel-
lently developed energy supply in many
countries and the existing potential for
renewable energies, Latin America could
become a global renewable energy hub
with enormous capabilities in green hy-
drogen.%® In this area, there are not only
opportunities for private companies to
participate in the expansion of the energy
sector as contractors and suppliers. Com-
panies could make private investments
and thus take advantage of the region’s
huge potential for green energy solutions.

03 Transportation

Transport infrastructure is essential and
affects both economic growth and de-
velopment. It connects people and busi-
nesses and provides them with access to
markets, including those for goods, ser-
vices and jobs. By affecting costs and the
ability of businesses to import and export
goods efficiently, logistics help economies
to integrate into regional and global value
chains. Therefore, improvements in road
and railway connections help companies
to compete in international markets and
benefit competitiveness, efficiency and
aggregate costs of the economy.5®

Although some progress has been made in
this area, the transportation infrastructure
in many Latin American countries is still
inadequate. Many railroads are poorly de-
veloped and, in many countries, the roads
also leave much to be desired. In particu-
lar, the connections between the individ-
ual countries are underdeveloped. Road
and railway integration between countries
is still a distant reality. This hinders efforts
to strengthen business ties and the for-
mation of regional trading blocs, thereby
obstructing formation of a large single
market and possible efficiency gains.®°
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Geographical disadvantages make it dif-
ficult to connect the region’s commercial
hubs. The cities on the Atlantic coast and
those on the Pacific side in South Ameri-
ca-where the populationand the econom-
ic activities are concentrated - are sepa-
rated by the Andes Mountains. Therefore,
they are difficult to connect via roads and
railroads. The seaway between individual
regions is also quite large, as ships have
to navigate around the southern tip of the
continent or bypass the Panama Canal.
The sea distance between many Brazilian
and Peruvian ports for example is greater
than the distance between Brazilian und
US-American ports making it faster and
cheaper to move goods from Sao Paulo
to Miami than from Sao Paulo to Lima.®’

Other deficiencies exist in urban trans-
port. Due to growing populations and the
rural exodus, many Latin American cities
have grown considerably but the expan-
sion of local public transport has not
kept pace. Additionally, unplanned urban
growth has strained transportation net-
works. As a result, large segments of the
population are forced to use more expen-
sive private transportation and People in
LAC take longer to travel shorter distanc-
es than people in advanced economies.5?

IDB estimates that LAC will have to spend
USD 738.5 billion for roads and railroads
until 2030. Maintenance and asset re-
placement alone will cost USD 428 billion
and new investment are expected to cost
around USD 311 billion. The expenses to
expand urban mass transport in the region
are estimated at USD 222 billion and ac-
cording to the IDB USD 15 billion should
be spent on airports.®® In Brazil alone,
new road infrastructure will cost around
USD 333.5 billion. Mexico (USD 119 bil-
lion), Argentina (USD 67 billion), Colom-
bia (USD 54 billion), Peru (USD 36 bil-
lion), Bolivia (USD 28.5 billion), Ecuador
(USD 23 billion) and are all expected to
make huge investments as well to reach
to SDG’s by 2030.%*

Further investments are likely to be made
by private and, in particular, mining com-
panies. Opening new mining sites and im-
proving the accessibility of existing mines
is usually associated with infrastructural
development. Private mining companies
are already building roads and other trans-
portation facilities to bring the extracted
raw minerals to the ports. The expected
investment amounts in this area are diffi-
cult to estimate and depend on the extent
to which new mining projects are approved
and where future mines are located.

04 Communications

Telecommunications is key to future eco-
nomic growth of Latin America. Digital
connectivity is already crucial to a pro-
ductive and competitive economy and
theirimportance is expected to increase in
the future. Several studies suggested that
broadband technologies can create sub-
stantial amounts of consumer surplus and
spillover effects, and may generate new
employment opportunities in remote areas
by enabling workers to work from home.%®
Advancing technology and the progress in
the field of artificial intelligence, machine
learning and automation even mean that
historically prevalent development paths
are no longer viable. Instead, the digital
economy may allow Latin America to leap-
frog. In order to reap the benefits of all the
new technologies, the digital infrastructure
also needs to be created and thus invest-
ments need to be made in telecommunica-
tions coverage on the continent.

To maintain and expand the telecommu-
nications network, the IDB is budgeting
USD 211 billion for the 4G network and
USD 82 billion for fixed broadband ac-
cess over the next few years. In 2018, 4G
networks reached only 62 percent of the
population in Latin American countries,
while most OECD countries are already
deploying 5G networks.5¢

Digitization could play a crucial role in
Latin America to overcome the economic
downturn caused by COVID-19. The pan-
demic led to a global contraction. But, due
to the strict confinements in the region
the negative effects on Latin America
were much higher than in other parts of
the world.
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To mitigate the economic crisis and ac-
celerate the recovery, Latin America could
use the opportunity by leveraging digitiza-
tion and developing the digital economy.
Researchers of the Telecom Advisory Ser-
vices estimated that a 10 percent growth
in digitalization would not only allow Latin
America to significantly increase its total
factor productivity and increase its GDP,
but also create more than 6.5 million new
formal jobs, thus contributing massively to
poverty reduction in the region.®” However,
there remain other obstacles to the ex-
pansion of the digital economy and digital
commerce in Latin America. In the recent
Digital Trade Review of Brazil for exam-
ple, the OECD highlighted the need of ap-
propriate regulations coupled with good
physical infrastructure for digital trade in
goods and services to flourish.

Therefore, reducing regulatory barriers
to telecommunications and broadcasting
services and computer services to reduce
costs of access to digital networks will be
central to exploit the potential of the digi-
tal economy, particularly in Brazil.®®

Swiss skills supporting
LAC improving its
infrastructure

“Alpen-Technik flir die Anden”®°, was one
of the headlines in Swiss media when Evo
Morales visited Switzerland in December
2017. Hopes were high. The then Bolivian
president met Federal Councilor Doris
Leuthard to sign a memorandum of under-
standing concerning the realization of the
Tren Bioceanico. The planned transconti-
nental railway is a transport infrastructure
project of superlatives. Over 3750 kilome-
ters of track were to be laid, stretching
from the Brazilian port of Santos to the
Peruvian city of Ilo on the Pacific coast
and covering more than 4000 meters in
altitude to overcome the Andes.™

In Switzerland, too, there was a growing
awareness of the needs of emerging econ-
omies to invest in their respective infra-
structures. And, Switzerland is a global
leader in infrastructure development. The
country and its inhabitants benefit from
a dense network of schools, hospital and
waste management facilities, and the
economy is also supported by a superb
road and rail infrastructure for supplying
goods and services.

2023

Economic Relations Report

Switzerland’s highway network is one of the
densest in the world with about 1840 km of
national highways and over 250 road tun-
nels in operation, providing access even to
remote mountain areas. Nevertheless, Swit-
zerland is rightly known as a railway coun-
try. Every day, some 10 000 trains run on the
5000 km rail network. Public transportation
is known for its punctuality and reliability,
and almost 90 percent of passenger trains
reach their destination on time. Accordingly,
the population travels by train more often
than in any other country. Located in the
heart of Europe, Switzerland’s superbly de-
veloped rail network also ensures the transit
of goods and passengers between Germany,
Italy and France. In other areas, too, Swit-
zerland and Swiss companies have built
up an established, proven and excellently
functioning infrastructure: From first-class
airports, public transport and mountain rail-
roads to waste disposal and recycling. In the
energy sector in particular, the country is not
only known for world-class manufacturers,
but also has a proven track record of invent-
ing and implementing breakthrough technol-
ogies. From steam to gas turbines to turbo-
chargers or dam building, the country has
been a leader over the past decades. Thanks
to the constant renewal and improvement of
systems, all electricity generation in Swit-
zerland has been operating without fossil
fuels for decades. Furthermore, a reliable
distribution system guarantees a depend-
able and eco-friendly supply to businesses
and households in the country.

For decades, Switzerland was a ma-
jor provider of infrastructure solutions
worldwide. In developing countries and
emerging economies in particular, Swiss
companies participated in the expansion
of infrastructure, focusing on the energy
and railway sectors. Due to the high unit
labor costs in Switzerland, the particularly
labor-intensive areas were outsourced to
local subcontractors. This ensured that
an important part of the value added re-
mained in the client’s country.” In recent
years, however, Swiss suppliers have in-
creasingly lost ground. First, many devel-
oped countries are now acting as bilateral
donors, raising the necessary capital for
customers. In return for this support, the
recipient countries are required to give
preferential treatment to bids from com-
panies in the donor countries. Switzerland
repudiated from bilateral lending for a long
time. Instead, the country has been a mem-
ber of several multilateral development
banks such as the World Bank or the IDB.
These institutions guarantee transparent
and open bidding for interested companies
once the tender is opened, therefore se-
curing the best offer will get the contract.

Second, most large infrastructure projects
today are awarded to EPC (Engineering,
procurement, and construction) companies.
EPC is awidely used form of contract, when
private companies undertake construction
of large-scale infrastructure projects. For
many owners and countries, EPC contracts
became the most desired way to procure
major construction projects, since a single
contractor takes responsibility for all ele-
ments, allowing buyers to negotiate a fixed
price. The fixed price, lump sum turnkey
route seems attractive, since the funders
get a degree of certainty concerning costs.”
However, Switzerland hast lost substantial
capabilities to deliver EPC contracts. Only
very few Swiss EPC contractors with an
international reach remain, and none of
them ranked among the top 2560 companies
worldwide.” At best, Swiss companies still
position themselves as suppliers of com-
ponents or engineering services to foreign
EPC companies and their subcontractors.™

However, the story of the Tren Bioceanico
gave rise to an extraordinary political ini-
tiative. Entrepreneurs and politicians alike
had realized the need for a cooperation
between the state and private sector in
order to build infrastructure projects des-
tined to foster economic progress. Through
a mandate of the Federal Council, Switzer-
land formed a “Team Switzerland”’®, which
brings together government and private ac-
tors: Swiss embassies and Swiss trading
hubs serve as local points of contact; while
S-GE, economiesuisse and other trade
associations coordinate the opportunities
with Swiss manufacturers and supplier.
Finally, the Swiss export risk insurance
company SERV insures Swiss companies
against political and commercial risks.

Together, Swiss companies want to be
involved in infrastructure development in
emerging and developing countries again.
Switzerland is home to a number of tech-
nologies that may help Latin American
countries to provide their people with the
infrastructure that will lead the way to a
prosperous future.
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