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“Multilateral activity will be complemented by the launch of negotiations
on a new generation of bilateral Free Trade Agreements, going beyond
current WTO rules, with regions and countries such as ASEAN, Korea,
India, Andean countries and Central America, as well as the pursuit of
ongoing negotiations with Mercosur and the Gulf Cooperation Council,
and by the conclusion of sectoral agreements.”

European Commission, Market Access Strategy, 2007. 1

‘Global Europe’” was launched in October 2006 in a European
Commission Communication entitled “Global Europe: Competing
in the World”2. The ‘Global Europe” Communication puts forward
a new doctrine for the EU’s external economic policies centered
around the imperative of ‘competitiveness’. It was directly followed
by the introduction of a renewed “Market Access Strategy” on 18
April 2007.

Global Europe is conceived as the “external dimension” of the Lisbon
Strategy for “growth, jobs and competitiveness” (adopted in 2000)
and a response to new “global challenges”, such as the rise of China
and India. Global Europe promotes a globally-oriented and outward-
looking Europe and aims at increasing Europe’s “competitiveness”
on world markets by increasing trade liberalisation, securing
enhanced market access for European companies and ensuring
cheap and predictable supplies of raw materials and primary

products (including energy resources) for its industry.

Global Europe is moving away from a certain social-liberal discourse
that marked the EU’s trade policy under the leadership of Pascal
Lamy (now WTO Director General). The EU’s trade policy is now much
more straightforwardly ultra-liberal, placing economic motivations
at the forefront, and “non trade concerns” (such as sustainable
development, social cohesion, human rights...) at the periphery. This
is a first similarity with the US dominant approach to trade policy.
It partly originates in the belief, trumpeted by the major European
business lobbies, that the EU trade policy has been increasingly
“overloaded” with issues that are irrelevant to trade policy and that
it must go back to its “core business” which is basically opening
markets to the benefit of European companies.

While the Global Europe strategy appears very offensive, it
seems to be born out of defensive interests, i.e. a case of “attack
is best defence”. The strategy is born out of worries about
the loss of market share because of the increasing number of
FTAs concluded among trading partners, who as a result have
better market access conditions than the EU (which can lead to
so-called “diversion” of trade or investment at the expense of
EU companies); worries about the stagnation of the EU’s market
share in emerging countries, especially in Asia; anxiety about
Europe’s “energy security” and the new race for raw materials in
Africa; and concerns about the EU’s growing trade deficit which
reached 185,7 billion Euros in 2007 s.
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At the heart of the Global Europe strategy is the launch of a “new
generation” of free trade agreements (FTAs). These agreements aim
at achieving greater levels of liberalisation than what the EU can
yield at the WTO. The strategy is based on the increasing frustration
of European business about the stalemate of the multilateral
talks in the WTO’s ‘Doha Round'. Bilaterals have then become an
‘alternative’ to the WTO to achieve increased market access across
the world, particularly in the high-growth markets of the emerging
countries. Strikingly, the EU is jumping on the FTA bandwagon
in echo to the Bush administration’s “competitive liberalization”
agenda. This is a second similarity with the US’ trade policy under
the Bush administration.

With its new doctrine, the European Union put an end to
its 8 year-old moratorium on FTAs which started in 1999
following the WTO Ministerial Conference in Seattle which
was supposed to mark the start of a new round of multilateral
trade negotiations.

Today there are between 300 and 350 FTAs in place or in negotiation
worldwide. Of these, around 60 have already been concluded by the
EU 4, and over a hundred other FTAs are currently being negotiated.
This makes the EU a “world champion” in FTAs in contradiction to its
self-image as an advocate of multilateralism s.

In April 2007, the EU General Affairs and External Relations Council
authorised the European Commission to negotiate five new FTAs
with India, South Korea, the ASEAN countries, Central America and
the Andean countries. In May that year, the European Parliament
voted on a resolution which endorsed the Global Europe strategy.

In Latin America, the EU is building on its trade agreements already
signed with Mexico and Chile.

In September 2007, the EU launched negotiations with the bloc of
Andean countries (Bolivia, Colombia, Ecuador and Peru) grouped
in the “Andean Community of Nations”. In December 2008, the
EU abandoned its bloc-to-bloc approach (and regional integration
rhetoric) as a result of Bolivia’s reluctance to negotiate far-reaching
liberalisation commitments.

In October 2007, the EU initiated negotiations for an Association
Agreement with Central American countries (Guatemala, Costa
Rica, Honduras, Nicaragua, El Salvador, and Panama as observer).
In April 2009, these negotiations were temporarily suspended after
the decision of Nicaragua to leave the negotiating table. The fate of
these negotiations is currently insecure.

By the end of 2007, the negotiations between the EU and the
Caribbean countries (including Antigua and Barbuda, Barbados,
Belize, Bahamas, Dominica, Granada, Haiti, Jamaica, Guyana, Saint
Lucia, St. Kitts and Nevis, Surinam and Trinidad and Tobago) plus the
Dominican Republic were concluded.



continued

The negotiations with MERCOSUR (Argentina, Brazil, Paraguay,
Uruguay and Venezuela) are currently at a standstill, but they might
be revived soon given the indefinite deadlock in the Doha Round.

In Southeast Asia and the Pacific, there are indications that greater
pressure is being exerted by big corporations on the governments to
access natural resources and territories, as a result of the progressive
liberalization of trade, leading to an increased control of raw materials
exports. The EU has developed a set of cooperation and sectoral
agreements in the region , as well as an agenda for trade facilitation
and trade and investment promotion. Now it is aiming for more than
that. Since mid-2007, the EU and India have been negotiating their
own FTA.

The EU has also shown a particular interest in moving towards
a Bi-regional Free Trade Agreement with ASEAN (Association of
Southeast Asian Nations, composed of Burma, Brunei, Cambodia,
Indonesia, Malaysia, Philippines, Singapore, Thailand, Laos and
Vietnam), to outdo China, South Korea and Japan, the main business
partners which have highly benefited from the growth in trade and
investments in the region. In addition, ASEAN has already signed
other FTAs with big economic players such as India, Australia and
New Zealand. With an FTA with ASEAN, the EU would gain access
to important reserves of raw materials, as well as markets in
services and government procurement, and increased investment
opportunities.

However, the EU views the process of negotiating between blocs
as extremely slow and burdensome, and is now proposing to
negotiate separate deals with the most “willing” countries of the
ASEAN group, namely Vietnam, Singapore, Indonesia, Thailand

and the Philippines. Obviously, this will have severe impacts on
the process of regional integration that ASEAN has planned to
conclude by 2015. The exact parameters of these negotiations
are not yet very clear. To exert more pressure, in December
2008 the EU did not renew the preferential tariffs for imports of
canned tuna coming from Philippines, Thailand and Indonesia,
which were in force since 2003, stating those were merely
“temporary measures”.

In East Asia, South Korea is the EU’s primary target country, as
this country has recently signed a far-reaching FTA with the US
(it has to be noted, however, that this FTA has not been ratified,
due to opposition in the US Congress as well as in the Korean
parliament). Despite strong resistance, the negotiations with
South Korea are one of the EU’s most important ongoing FTA
negotiations, although important divergences remain.

Without doubt, what is happening in Africa clearly shows

P
Box: Non-tariff barriers: the new frontier of EU’s trade policy

According to the European Commission’s Communication on
NTBs s, the following are “the most frequent non-tariff barriers”:

« oburdensome customs procedures
« odiscriminatory tax rules and practices

« otechnical requlations, standards and conformity assessment
procedures

« osanitary and phyto-sanitary measures (SPS)

« opoor protection and/or enforcement of intellectual property
rights

« obarriers to trade in services and foreign direct investment
- orestrictive and/or non-transparent public procurement rules
« oabusive use of trade defence instruments

« ounfair use of subsidies

- orestrictions on access to raw materials

This is an impressive list and could be summarised as pretty much
every possible trade affecting measure that is not a tariff or quota.

According to the Global Europe Communication, “Reducing tariffs
remains important to opening markets to Europe’s industrial and
agricultural exports. But as tariffs fall, non-tariff barriers, such as
unnecessarily trade-restricting regulations and procedures become
the main obstacles. These are often less visible, more complex and
can be more sensitive because they touch directly on domestic
regulation. Regulating trade is necessary, but it must be done
in a transparent and non discriminatory manner, with the least
restriction on trade”.

“Moreover it is of strategic importance to the EU that all trading
partners also remove other non-tariff barriers, since they frustrate
any additional market access acquired via tariff liberalisation. The
EU pursues in particular the elimination of export duties that distort
international commodity prices and disrupts trade.”
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introduction

how the aggressive trade agenda embedded in ‘Global
Europe’ is violating the sovereignty of poor developing
countries. Through the negotiations of so-called Economic
Partnership Agreements (EPAs), the EU is exerting pressure
on African countries to force them to open their services,
public procurement and investment markets in exchange for
continued access to the European market.

So far, Botswana, Lesotho, Mozambique, Namibia, Swaziland,
Kenya, Uganda, Tanzania, Rwanda, Burundi, Zimbabwe,
Seychelles, Madagascar, Comoros, Mauritius, Cameroon,
Ghana, and Céte d’lvoire subscribed to “interim” agreements
with the EU, which supposedly only apply to the trade
in goods, but which are meant to open the way to full-
fledged FTAs, which include the sectors of interest for the
EU. However, already in these interim agreements there are
regulations related to services, investment, competition policy
and intellectual property rights enforcement, which are highly
hazardous for the sustainable and equitable development of
African countries.

This hank of trade negotiations is framed in a context where
new reserves of minerals, oil and gas have been discovered in
2008incountrieslike Uganda, Equatorial Guinea, Mozambique,
Namibia, Cameroon, Nigeria, Ghana, Gambia, etc. In addition,
the flow of Foreign Direct Investments in Africa has doubled
between 2004 and 2006, hand in hand with projects for
exploration and exploitation of minerals and energy, as well
as investments in the area of services.

The coercion mechanisms used by the EU were explicit in
the EPA negotiations with the African countries. EPAs will
not result in a significant improvement in terms of access
to the EU market for African countries. Nor do they imply
any progress in the elimination of certain technical barriers
(such as strict sanitary and phytosanitary standards) which
restrict the export of some African products to the EU.

ACP countries were pressured to sign the agreements in order
to avoid losing their tariff preferences for their exports of
primary products, which are the basis of their fragile economies.

1 Commission of the European Communities. (2007). Communication From The Commission To The
European Parliament, The Council, The European Economic And Social Committee And The Commit-
tee Of The Regions, Global Europe: A Stronger Partnership To Deliver Market Access For European
Exporters. COM(2007) 183 final. European Commission, Brussels, 18.4.2007

2 Global Europe Communication: http://ec.europa.eu/trade/issues/sectoral/competitiveness/
global_europe_en.htm

3 Op. cit

4 See BUSINESSEUROPE, “Going Global - The Way Forward: securing the EU’s export competitiveness”,
Study presented at a conference in Brussels on 28 October 2008. See: http://www.businesseurope.eu/
Content/Default.asp?PagelD=538

5 Trade and Trade-related bilateral and bi-regional agreements with third countries or regional blocks

carry different names: Free Trade Agreements, Economic Partnership Agreements, Association Agree-
ments, Partnership and Cooperation Agreements, Trade & Development Cooperation Agreements,
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Now they have to open important sectors of their economy to
European transnational companies. In addition, the State income
will be drastically reduced as a consequence of the elimination
of import tariffs. This will have serious impacts on the capacity
of these countries to implement public health, education and
environmental protection policies.

The EU explicitly foresees its FTAs to be ‘WTO+". This means
that these agreements must lock in disciplines on issues that
are off the WTO’s negotiating table but are of great interest to
European exporters. These are mainly:

« Services, including: banking, insurance, tourism,
telecommunications, distribution, environmental, water supply.

« The Singapore Issues’, namely: trade facilitation, competition
policy, investment, and government procurement (the last three
issues were all rejected by developing countries at the multilateral
level).

«  Raw materials and natural resources, including minerals, oil,
energy, biodiversity and water.

- Stronger enforcement of intellectual property rights.
« Non-tariff barriers (NTBs) or “behind-the-border” barriers.

In sum, the EU’s ‘bilateral drive’ has spurred widespread criticism in
Europe and in developing countries. The major concerns that have
been raised relate to:

«  The deviation from/undermining of multilateralism;

«  The ‘domino’ or ‘snowball’ effect it has on other countries or
regions, creating a vicious circle of more and more bilateral trade
agreements across the world;

«  Their radical liberalisation agenda, with the move from tariff
elimination to the even deeper emphasis on “behind-the-border”
barriers to trade, which is further restricting the “policy space” of
governments to apply endogenous development policies;

« The inherent unfairness and asymmetries arising from ‘face-to-
face’ negotiations between rich and poor countries.

Stabilisation and Association Agreements, Trade and Investment Enhancement Agreement.

6 Major bilateral or bi-regional trade agreements are already in place with the European Economic Area
(with the EFTA countries), Chile, Mexico, South Africa, and various FTAs with Eastern European and Medi-
terranean countries. Trade agreements currently under negotiation include: EPAs with 79 ACP countries,
the Euro-Mediterranean Free Trade Agreement, Association Agreements with Central America and
Andean Community; FTAs with India, Korea, ASEAN and the Gulf Cooperation Council. And a number of
FTAs are finally envisaged with: Armenia, Georgia, Russia, Ukraine, Canada, Libya.

See an updated list here (6 November 2008): http://trade.eceuropa.eu/doclib/html/118238 htm

7 Commission of the European Communities. (2008). Communication from the Commission to
the European Parliament, the Council, the European Economic and Social Committee and the
Committee of the Regions on the External Dimension of the Lisbon Strategy for Growth and
Jobs: Reporting on market access and setting the framework for more effective international
regulatory cooperation. Brussels, 16.12.2008. COM(2008) 874 final

8 http://ec.europa.eu/trade/issues/sectoral/industry/tntb/index_en.htm
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Raw Materials Initiative

In November 2008 the European Commission officially launched
an aggressive plan to facilitate access, exploitation, and
extraction of raw materials in southern countries with the aim
of “Securing reliable and undistorted access to raw materials...”
which are “... increasingly becoming an important factor for the
EU’s competitiveness and, hence, crucial to the success of the
Lisbon Partnership for growth and jobs.”

The “Raw Materials Initiative” was announced by the European
Commission on November 5th 2008, in Brussels 1 . The plan outlines
trade mechanisms through which the EU, its member states and
industries can avoid or minimize raw materials shortages in the
future. “Access to and affordability of mineral raw materials are
crucial for the sound functioning of the EU’s economy” », states the
document.

This new initiative implies that the vital need of certain economic
sectors in the EU- such as construction, chemicals, automotive,
aerospace, machinery and equipment- for greater access to raw
materials without any market distortions, and at affordable prices, is
starting to be considered as a key component of the wider EU foreign
trade strategy towards other regions and countries.

This initiative aims to eliminate all trade barriers that could be
restricting European companies’ access to those resources. This
is due to the fact that the EU industry is highly dependent on
imports of raw materials from third countries, and there are greater
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challenges in many supplying countries markets, such as those in
Africa. Estimates are that the European bloc imports 80% of the raw
materials used by its companies to produce goods.

Infact, EUforeign policy is shaped tofacilitate the optimal functioning
of European industry by guaranteeing secured supplies, and by
doing so, it severely undermines the principles of environmental
justice, sustainability and sovereignty which should rule the policies
related to natural resources.

Precisely, the Global Europe Strategy states that: “More than ever,
Europe needs to import to export. Tackling restrictions on access to
resources such as energy, metals and scrap, primary raw materials
including certain agricultural materials, hides and skins must be
a high priority. Measures taken by some of our biggest trading
partners to restrict access to their supplies of these inputs are
causing some EU industries major problems. Unless justified for
security or environmental reasons, restrictions on access to resources
should be removed”s.

This EU strategy deliberately and explicitly outlines a rationale for
weakening the environmental regulations of European countries,
making reference to the “need to streamline the administrative
conditions and speed up the permit process for exploration and
extraction activities”s. It also intends to transfer to impoverished
countries and regions —dependent on the exports of raw materials
for their survival- the environmental costs associated with the
intensive exploitation of natural resources. As the EU knows very

foei | 7
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well, “Over 50% of major mineral reserves are located in countries
with a per capita gross national income of $10 per day or less.”

“On the one hand, the EU has many raw material deposits.
However, their exploration and extraction are facing
increased competition for different land uses and a highly
regulated environment, as well as technological limitations
in access to mineral deposits. On the other hand, the EU
is highly dependent on imports of strategically important
raw materials which are increasingly affected by market
distortions. In the case of high-tech metals, this dependence

1 The official press release of the EC: http://europa.eu/rapid/pressReleasesAction.
do?reference=IP/08/1628

2 Commission of the European Communities. The Raw Materials Initiative — Meeting our

Critical Needs for Growth and Jobs in Europe. Brussels, 2008. http://ec.europa.eu/enterprise/
non_energy_extractive_industries/docs/com_699.pdf

3 Global Europe: Competing in the World. A Contribution to the EU’'s Growth and Jobs Strategy.
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM:2006:0567:FIN:EN:PDF

4 Commission of the European Communities. The Raw Materials Initiative — Meeting our Criti-
cal Needs for Growth and Jobs in Europe. Brussels, 2008. Page 2
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can even be considered critical in view of their economic
value and high supply risks.”

According to Friends of the Earth Europe, the “Raw Materials
Initiative” launched by the EC is contradictory in itself, as on the one
hand it reiterates the need for greater efficiency in the use of raw
materials, including recycling schemes, and on the other hand it
outlines aggressive plans to gain control over resources belonging to
impoverished countries in Latin America, Africa and Asia.

“The EU should instead support developing countries’” efforts to

5 FoE Europe Press release “EU Raw Materials Initiative: industry interests undermine sustain-
able resource use”. Disponible en: http://www.foeeurope.org/press/2008/Nov05_EU_raw_ma-
terials_initiative_industry_interests_undermine_sustainable_resource_use.html

6 Ibidem

7 Commission of the European Communities. The Raw Materials Initiative — Meeting our Critical
Needs for Growth and Jobs in Europe. Brussels, 2008. Page 7

80p.Cit. Page 5
90n IIRSA, see the following documents by Friends of the Earth International: Bajo el Lema de Inte-

gracion Regional and Alivio de la Pobreza: El Banco Europeo de Inversiones y su relacién con IIRSA.
http://www.foei.org/es/publications/pdfs/IIRSA-EIB-final.pdf
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diversify their economy, reduce their export dependency on primary
raw materials and protect their exhaustible natural resources...
Europe’s wish to feed its insatiable appetite for raw materials has
translated into a direct attack on developing countries’ sovereignty
over their natural resources - this sends a very bad signal to the
world and is damaging the EU’s reputation as a frontrunner in
development and environmental protection” states a press release
issued by Friends of the Earth Europe s.

This decision of the European Commission undermines various
proposals coming from the European Parliament on the issue, e.g.
the recognition of the right of countries to restrict commercial access
to their raw materials due to environmental reasons, as well as the
decisions that stimulate the establishment of regulations for raw
materials markets, in order to assure the principles of respect for
human rights, sustainability and environmental justice s.

By overlooking these problems in its new strategy, and eluding
its responsibilities, the EU could exacerbate environmental and
territorial conflicts in other regions and countries, according to
Friends of the Earth Europe.

More “free trade”, more mining and more mega-projects

Currently the EU depends on the imports of metal minerals, as
its internal production only accounts for 3% of world production.
European industry is highly dependent on imports of “high-
tech” metals such as cobalt, platinum, and titanium. Adding to
that, access to scrap has become more difficult in the last years.
“China, Africa, South America, Russia and Australia are all leading
suppliers of such high-tech raw materials to Europe. The fact
that some important raw materials sources are located in parts
of the world that do not have a market-based system, and/or are
politically and/or economically unstable poses particular risks.” 7

As the EC document recognizes, the new features of the raw
materials markets “..are threatening the competitiveness of
European industry.” This is mainly due to the fact that many of the
so-called emerging economies are implementing strategies aimed
at protecting their strategic resources base, to be able to prioritize

supplying their own downstream industries.

AccordingtotheEC, “Thisisapparentinthe proliferationofgovernment
measures that distort international trade in raw materials. These
include export taxes and quotas, along with subsidies, price-fixing,
dual pricing systems, and restrictive investment rules. Over 450
export restrictions on more than 400 different raw materials (e.g.
metals, wood, chemicals, hides and skins) have been identified.
China, Russia, Ukraine, Argentina, South Africa and India are among
the key countries involved in applying such measures... 8"

At best, the EU Raw Materials Initiative will be implemented through
agreements on sustainable access to raw materials -most likely

in exchange for funding and cooperation funds- to assure that
resource-rich countries continue to supply strategic resources to
European industry.

In the worst case scenario, measures introduced by resource-rich
countries to benefit their own industries will be under attack.
Among those measures, the most targeted ones will be exports
restrictions and tariffs on exports, which many developing
countries are still using to protect themselves from the draining
of their own natural resources by foreign transnationals, or to
develop their national industry to generate more added value
within the country, through the diversification of the economy.
When those types of regulations are in place, the EU is planning
to intervene “using all mechanisms and instruments available,
including enforcement through the use of dispute settlement.”

It is clear that parallel to the consolidation of raw materials extractive
projects — mainly metals — new trade and multi-modal transport
infrastructures will be developed, based on mega projects, which will
also have severe environmental and social impacts on the nearby
populations, and rural, peasant and indigenous communities.

In some cases, as in South America, the EU — through the
European Investment Bank - is directly involved such as in the
initiative known as 1IRSA (Initiative for South American Regional
Infrastructure Integration). This project aims at establishing a
series of interlinked multi-modal nodes, to facilitate the extraction
and exports of natural resources, raw materials and commodities
to the northern markets. The EIB has strengthened ties with one
of the main funding institutions behind IIRSA, the Inter American
Development Bank (IADB), which has co-financed a major project
for the transport of gas (the gas pipeline between Brazil and
Bolivia, of 3,000km) and has even agreed to give support for the
implementation of IIRSA .

In the case of Africa, the EU Raw Materials Initiative proposes
“reinforcing its dialogue and actions in the area of access to
raw materials and on natural resources management as well as
transport infrastructure, within the implementation of the Joint
Strategy and Action Plan 2008-20102.” An infrastructure project
that already counts on the financial support of the EU is the
“Western corridor” in Ghana, which consists of a series of ports,
railways and roads to facilitate the extraction and transport of
bauxite and manganese to the sea, and from there to be sent to
European markets.

As if this strategy wasn't already enough, the EIB has announced
that it will increase its lending to mining projects and extractive
industries operating in the African countries, above its current annual
average. Since year 2000 this has been set at 140 million Euros in the
framework of the Cotonou Agreement, especially to those countries
committed to work towards the transparency of the extractive
industries.
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The negotiations of the Association Agreement between the
EU and the Central American countries (Costa Rica, Nicaragua,
Honduras, El Salvador and Guatemala) were initiated in October
2007, with the explicit goal of creating a bi-regional free trade
area. As the negotiation rounds between the European Union
and the Central American countries proceeded, it became more
evident that certain economic sectors involved in exports of
agricultural products would be greatly benefited by the trade
component of the Association Agreement.

Before the beginning of the fourth round of negotiations (July
2008, in Brussels), the EU proposed an offer to the Central
American countries, in which 90% of the products categories
would be totally exempted from taxes upon entrance to the
European market. Later on, in a negotiation round that took
place in December, the EU improved its offer to cover 94% of the
Central American products.

However, in October, the EU decided to renew the entire
GSP Plus scheme for Central American countries, which gives
unilateral benefits in terms of market access to the majority
of export products from the region to European markets, with
tariff exemptions, or preferential tariffs. It also included in the
GSP Plus two items that were not previously included, shrimps
and ethanol.

Thus, the question is what benefits will Central America obtain
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by negotiating an FTA with the EU?

The production systems in different Central American countries
are known for having a few sectors or areas with consolidated
structural economic power, based on the concentration of
wealth and productive factors like land, capital, access to credits
and markets, privileged connections with state institutions,
etc.

These sectors are mainly focused on exports of agricultural
products, instead of on the domestic market in which the
majority of the population has little purchasing power. Most
land, credit and state subsidies are concentrated in these
sectors, which are historically connected with the elite and the
most powerful economic sectors in the countries and in the
region. The main products are coffee, sugarcane, bananas, palm
oil, pineapples, shrimp, and now agrofuels.

These are the sectors that would potentially benefit from
preferential access to the EU market in the framework of the
Association Agreements under negotiation. The consequence
will be the consolidation of national production systems - highly
concentrated, with production patterns based on monoculture
plantations, intensive use of agrochemicals and technological
packages.

Peasants and small and medium size farmers who produce
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food for local markets will not benefit from the free trade
agreement. On the contrary, the strengthening of the already
powerful sectors involved in exports of agricultural products
and monoculture plantations, will impact on the peasant,
indigenous, afro-descendent and fisherfolk communities.

The case of Costa Rica

Costa Rica is Central America’s main exporter to the EU. Through
an FTA with the EU, the country aims to obtain more benefits
than those already ensured by the GSP Plus. Total exports in
2007 reached 8.2 billion dollars. The EU accounts for 50% of the
total exports, 49% go to the US, and 1% to other markets. It is
the country with the most open economy in comparison to the
others in the region, and the EU only brings 10% of the total
Foreign Direct Investment (data from 2004).

However, Fernando Ocampo, adjunct Chief Negotiator for Costa
Rica, has stated that in this process of negotiations of the FTA
with the EU, “great part of the key products of Costa Rica’s
supply of export products are not included in the free trade
basket (basket A)” 1.

Pineapple, banana, coffee, melon and mango are among the
most important products exported to the EU by Costa Rica. Over
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50% of the pineapple produced in Costa Rica is exported to the
European Union; almost 30% of coffee exports, 38% of melon
and practically all mango exports go to the EU.

In Costa Rica there are only 91 companies focused on growing
and exporting pineapple. Between January and October 2008,
total pineapple exports from Costa Rica reached 473 million
dollars, 20.9% more than in the same period in 2007. And
between January and October 2008, total banana exports
accounted for 569.8 million dollars, 2.6% higher than during the
same period in 2007.

Rules of Origin: the cases of Coffee and Sugar

According to the WTO definition, the Rules of Origin are “the
criteria needed to determine the national origin of a product.
Their importance is derived from the fact that duties and
restrictions in several cases depend upon the origin of imported
products”2. Both in the Free Trade Agreement and in the WTO,
economic powers argue that it is no longer possible in today’s
world to determine the origin of a certain product. They claim
that trade flows have given way to an articulation of different
stages of production cycles (agricultural and industrial) in
different countries or regions, making it is difficult to determine
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the origin of all inputs or productive stages.

For instance, one country could claim that a certain product
came from its territory (and should thus benefit from of
favourable treatment as a result of a trade agreement or a
free trade agreement between the two), even if that product
was actually elaborated with raw materials coming from a
third country. This is why Rules of Origin are negotiated: to
determine case by case (that is, product by product) what are
the criteria for trade benefits.

Inthe draft chapter on Rules of Origin proposed by the European
Commission, dated October 17th 2007, it is stated that the
following products will be considered as originating from the
European Community: a) products obtained entirely in the
European Community in accordance with article 4; b) products
obtained in the European Community which incorporate
materials that haven’t been entirely obtained in the EC, as long
as these materials have been elaborated or transformed in a
sufficient manner in the European Community, in accordance
with article 5”s.

The implementation of the Rules of Origin is negotiated sector
by sector. This is why for certain products, the EU is putting
pressure on Central American countries to apply certain criteria
in the negotiations on Rules of Origin (for instance in the
cases of coffee and sugar). These criteria would benefit the EU,
allowing it to consider as original European products certain
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goods with raw materials coming from third countries that only
went through some industrialization stages in the EU.

For countries like Guatemala and Honduras, coffee is one of
their main export products. This product is the most important
in terms of total exports from Central American to the EU. In
2005, 44% of total coffee exports were destined to the EU.

For Costa Rica, coffee is the fourth largest export product to the
EU (after bananas, pineapples, machine parts), and Guatemala
is the world’s fifth largest exporter. In Honduras, coffee is
the main product exported to the EU. In 2008, every Central
American country increased its volume of coffee exports in
relation to 2006: 4.4% in Guatemala, 5.5% in Honduras, 52.5%
in Nicaragua, and 21.6% in Panama.

Therefore, it is clear that the region is highly competitive in the
production of coffee. However, the Central American Coffee Producers
Association decided in November 2008 to stay outside EU negotiations,
due to the EU’s demand for flexible Rules of Origin for the product,
according to the Costa Rican Institute of Coffee (Icafe) 4. Central
American coffee producers are in favour of rigid Rules of Origin (which
means that in order to enjoy the tariff benefits, the product has to be
100% produced and harvested in one of the territories covered by the
agreement). This would prevent Europe from importing coffee from
other parts of the world - for instance from Africa, where coffee is
cheaper than the coffee produced in Central America - processing it,
and exporting it to the region free of taxes.
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The EU-Central America Association Agreement — the
stroke of death for food sovereignty

If a flexible Rules of Origin were applied, as the EU wants,
Central America could begin receiving coffee harvested in
other regions of the world, processed in EU countries and then
exported to the region with tariff exemptions.

In case the parties don’t reach an agreement on the issue
of Rules of Origin for Coffee, a possible way out for Central
American countries would be to exclude coffee from the list
of products included in the Association Agreement. This would
be done by including it in the “Special products” basket (which
allows high tariffs for imports to defend local production to be
maintained , or by directly excluding it from the Agreement.

But whatever choice is made, this is another example of how
a competitive sector of high interest for Central American
countries in terms of exports, has to be left out of the “free
trade” framework due to the implications of such asymmetric
negotiations with complex trade rules that go beyond the
exchange of products.

The case of sugar is another example in which the EU is
proposing to implement flexible rules of origin, because the
European block is the third world producer, and sugar is
produced in almost every country of the EU. Refined sugar is

the EU’s main export product, France and Germany being the
main producers.

However, the EU also imports raw sugar from third countries
like Mauritius, Guyana, Fiji and Swaziland. As the EU already
exports sugar byproducts like glucose, glucose syrup and other
sugars to Central America, the EU aims to maintain and broaden
these exports without limitations. This would mean that the
processing of raw sugar from third countries and subsequent
exports to Central American countries could be covered by the
Free Trade Agreement under negotiation. This is why they need
flexible Rules of Origin.

Since sugar production is also an important sector for Central
America, there is an offensive interest to sell raw and refined
sugar, as well as products with high sugar content, to the
EU markets. However, there is a concrete barrier to the
strengthening of this sector with the FTA, and there’s even
the risk that Central American countries could begin receiving
sugar byproducts from the EU, if a flexible Rule of Origin as the
European bloc aims were to be applied.

Technical Barriers to Trade and Sanitary and Phytosanitary
Measures

Another chapter of the negotiations that has an impact on food
sovereignty is the one on sanitary and phytosanitary measures.
These measures further restrict the possibility of developing the
agricultural sectors which are not controlled by agribusiness,
specifically peasant agriculture. The Central American goal
for the negotiations on Technical Barriers to Trade (TBT) is to
obtain EU recognition of Special and Differential Treatment for
some of their agricultural products that comply with European
regulations related to labelling, traceability, registration of
products, etc.

In practice, in order to enter a country where there are
companies that demand compliance with private standards
and regulations, export products must comply with both
official and private requirements, and if they don’t, there’s
no trade. This implies even greater costs in production,
processing and trade, and therefore are a barrier to trade.
These demands and costs associated with sanitary and
phytosanitary measures compromise the possibilities of small
farmers to access potential markets. In addition, the demands
of importer countries from the EU and their respective
sanitary and phytosanitary measures are extremely dynamic,
forcing exporters to constantly monitor new developments
in order to be able to stay in the markets.

This clearly can’t be done by small peasant agricultural farmers.
First of all, they will be excluded from the potential “benefits”
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of an FTA with the European Union for not being able to export
their production due to non-compliance with requirements.
Furthermore, as mentioned above, the sectors that will benefit
from the FTA will exert pressure to control bigger areas of
land for the production of commodities, such as palm oil and
sugarcane for agrofuels.

The organizations and movements who are members of La Via
Campesina in Central America have warned against these issues
and hate taken a position around the negotiations of the Association
Agreement: “In terms of phytosanitary measures and traceability,
these measures don’t resonate with the Central American reality, and
even less with that of the peasant and indigenous local communities.
These are the most effective mechanisms to prevent access to the
European Union markets s".

Therefore, la Via Campesina in Central America has demanded
“not to negotiate on agricultural issues until the European Union
eliminates subsidies and eliminates the chapter on Intellectual
Property from the Association Agreement”.

Central American Artisanal Fisheries

Another sector in Central America that could be seriously
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impacted by imports from the EU is artisanal fisheries. Artisanal
fisheries (more than industrial fishing or aquaculture) are
particularly vulnerable as they produce for the domestic market,
and would have to compete with high technology production
fostered by large amounts of capital.

Itis estimated that artisanal fisheries encompass approximately
40,000 boats in Central America, and 125,000 fisherfolk, who
lack the necessary technical equipment and adequate trading
structures (they depend on intermediaries). As a result, they
have high levels of poverty and exclusion. In addition, during the
last years, conflicts with the industrial fisheries sector around
fishing quotas and stocks has increased.

European transnational companies are strongly present in
the sector, including the Spanish company Calvo, which
was denounced in front of the Permanent Peoples’ Tribunal
against transnational companies which took place at the
Social Forum of the Americas in Guatemala in October
2008.

The Central American Confederation of Artisanal Fishermen
(Confepesca), made up by artisanal fisherfolk federations
from Guatemala, Honduras, Nicaragua, Panama and
El Salvador, has published a study in which they explain
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the necessary conditions for a FTA with the EU that does
not destroy the competitiveness of the Central American
artisanal fisheries sector. One of these conditions is the
creation of a fund for artisanal fisheries that encompasses
“security and investment policies, a certification system for
sustainable fisheries, regulation of resources such as services
and transport, access to information and mechanisms to
guarantee the fulfillment of cooperation and organizational
development commitments towards artisanal fisheries,
support from the EU to establish a Social Cohesion Fund and
campaigns to promote Central American consumption of fish
products” e.

According to Norberto Romero, CONFEPESCA’s president, the
results of the FTA between Central America and the US were that
“the sector was a net loser in the negotiations. We already had free
access to the US market with the Initiative of the Caribbean Basin,
but hadn’t been able to enter that market due to sanitary and
phytosanitary measures and other regulations. Central American
countries had plenty of tariffs to protect their fish products.
Therefore the region opened up in exchange for nothing” 7.

Global Europe: The tyranny of “free trade”, the European way

Promotion of Agrofuels

A sector that is likely to be strengthened by the elimination
of import tariffs by the EU is agrofuels. The EU’s dependence
on renewable sources of energy is one of the main reasons for
the rapid expansion of agrofuels.

According to a report by Friends of the Earth International on the
expansion of agrofuels in Latin America “The Central American
countries of El Salvador, Costa Rica and Guatemala, while not
currently large producers of agrofuels, have reacted to the
current global energy crisis with a strong offensive encouraging
production. Whilst this production is predominantly aimed at
domestic use, exports and the involvement of foreign companies
are likely to play an important role. With the IADB as a strong
supporter of this development, existing trade deals with the US
(with an exemption of export taxes for ethanol from all three
countries) and planned agreements with the EU will further
promote agrofuel development.”

Central America’s main crops for agrofuels production are
palm oil and sugarcane. With the increase in agrofuels
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production, human right violations related to land use

conflicts, displacement of peasant and indigenous
communities, deforestation and contamination of water
sources with chemical products have increased in all Central
American countries.

All Central American countries have domestic regulations
that favour and encourage agrofuel production, through
subsidies, tax exemptions, research grants, land rights,
authorizations and infrastructure, and ethanol and biodiesel
targets for transport fuels. The certainty of having an open
market and avid customers in the EU for agrofuels produced
in Central America, explains why more and more land is
being converted for the production of this kind of crop,
competing with food production and with rainforests and
other forest ecosystems.

The direct precedent for this regional promotion of agrofuels
production is the tariff exemption for ethanol exported to the
US, based on the Free Trade Agreement between that country
and Central America-Dominican Republic (CAFTA-DR).

In Guatemala for instance, the expansion of palm oil, sugarcane
and jatropha has strongly impacted the production of basic
grains, which are staple food for the peasant and indigenous
families forming the majority of the country.
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In 1980, sugarcane occupied 3.4% of Guatemala’s total
agricultural area; in 2007 this percentage increased to 11%.
According to the Comité de Unidad Campesina (member of la
Via Campesina), the lack of beans and corn for domestic supply
during the second half of 2008 was a direct consequence of
the promotion of African oil palm and sugar cane production,
as well as the price increase for agricultural inputs, due to the
increasing demand of these two crops.

Something similar has been happening in Honduras. One
of the most active economic groups in ethanol production
in Nicaragua, Pellas Group, has been buying lands there to
increase exports to the European Union. This company is
associated in some sectors with Union Fenosa, the Spanish
transnational company that controls power generation and
distribution in Guatemala and Nicaragua.

In Honduras, the Pellas Group has been building distilleries for
ethanol production. This is legal in Honduras, since the National
Congress passed the Biofuel Production and Consumption Law
in November 2007 to encourage the large scale production and
use of biodiesel and ethanol.

In 2007, the Pellas group exported 17 million litres of ethanol
from Honduras, and it planned to export 40 million litres in
2008. The company is the main exporter of ethanol of Central
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America. The region it has chosen for ethanol production
is the Olancho department, one of the country’s main food
production areas withmainly corn, beans, rice, vegetables,
and cattle. This region also accounts for 75% of basic grain
production in Honduras. The company further aims to buy or
rent 70,000hectares of land in the Olancho, El Paraiso and Yori
departments to grow sugar cane.

This has led to greater pressures on land ownership. Due
to high demand, land prices have increased from USS
1,200 per acre (0.7 hectares) to US$ 4,000 today, leading to
increased conflicts with peasant communities that don't
have ownership titles and are subjected to legal demands by
more powerful economic groups which then gain control over
their lands. Approximately 45 thousand hectares are in this
situation. It is estimated that 300 thousand landless peasant
families are waiting for access to land through land access
and redistribution policies.

The Honduran government, through its Industry and Trade
Ministry, was forced to freeze the price of beans due to price
increases of this basic product in light of its scarcity during
the second half of 2008. With constant demand and little
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supply, the increase of prices became a serious problem for
families, and it was worsened by speculation by agricultural
intermediaries. The government set a maximum of 50
lempiras (approx. 2.5 US dollars) per unit of beans sold to
the public, and has not ruled out the possibility of setting
a maximum price for all basic products s.

Opening of investments and services: they are all welcomed

The chapters on Services and Investments aim at the broadest
possible openness of services, and complete liberalization of
foreign investment projects coming from EU countries to
Central America. In particular, the most interesting sectors
for the EU are telecommunications, energy and financial
services. There is already an important European presence
in these areas through the companies that have operated
in Central American since the 1990s. Therefore its aim is to
increase the penetration of European capital, and modify
internal regulations that somehow limit the activities of
the companies or the repatriation of profits to the mother
companies.
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