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1. INTRODUCTION

When the “Global Agreement” between the European Union (EU) and Mexico
came into force in 2000, Pascal Lamy, who was then EU trade commissioner and is
now director general of the World Trade Organisation (WTO), touted the treaty’s
significance for the future of Europe’s trade strategy. Lamy proudly called the agree-
ment with Mexico “the first, the fastest and best.”" This was the first trans-Atlantic
FTA signed by the EU, and it set the terms of negotiation for future trade agree-
ments in the continent and in the world. The fact that it was completed in just a year
demonstrates that it was negotiated hurriedly. There was no meaningful consulta-
tion with Mexican or European civil society organisations, and too little scrutiny
from the Mexican Congress which, except for a minority that voted against it, did
not even take the time to read it. Finally, Lamy called it “the best,” because the EU
won 95 per cent deregulation for goods and services, as well as NAFTA parity with
the inclusion of provisions in areas such as investment, public procurement, trade
facilities and rules for competition. It went even farther than the WTO by including
the Singapore issues.

After signing the Global Agreement with Mexico, the EU continued to promote free
trade agreements and Investment Promotion and Protection Agreements (IPPAs)
with other countries and regions in Latin America. Two years after the Mexican
treaty, the EU signed a similar agreement with Chile, and it is pursuing, so far
unsuccessfully, an agreement with Mercosur. It also continues to pressure the
Caribbean countries to sign Economic Partnership Agreements (EPAs). The EU
sought to set itself apart from the United States in negotiations by claiming that the
agreements not only covered trade, but also promoted “regional development” in
Latin America by including provisions related to cooperation and political dialogue.
This is contradicted, however, by the EU’s motives for signing the agreements, espe-
cially: a) countering US influence in Latin America and avoiding displacement from
Latin American markets, in the face of bilateral agreements being signed by the
United States with Latin American countries, as well as the North American Free
Trade Agreement (NAFTA), the possible Free Trade Agreement of the Americas
(FTAA), etc.; b) speeding up widespread liberalisation of Latin American markets
in terms of trade and investment; and c) ensuring benefits for trade and investment
in areas that were blocked at the multilateral level in the WTO, such as the
“Singapore issues” (investments, competition, transparency in public contracting
and trade facilities).

A significant change in strategy for EU trade policy came in 2006, with repercussions
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not only for Latin America, but also for other countries and regions of the world.
With the collapse of the WTO Doha Round negotiations in July 2006, the United
States’ progress in signing bilateral trade and investment agreements, and persistent
lobbying by transnational corporations, the European Union issued a strategy paper
in October 2006 entitled, “Global Europe: Competing in the World,” which set new
goals for foreign trade policy.” This document directly promotes complete deregula-
tion of markets for the benefit of large European corporations. Within this strategy,
the main mechanism for achieving the EU’s goals is the signing of Free Trade
Agreements (FTAs) with the countries and regions that have the most attractive
markets. In the strategy paper, the EU moves away from the rhetoric that previous-
ly accompanied its trade negotiations, presenting its interests and priorities directly
for the first time. This change in language and the more aggressive nature of the new
strategy are clearly reflected in the strategy paper when it says of free trade agree-
ments, “In terms of content new competitiveness-driven FTAs would need to be
comprehensive and ambitious in coverage, aiming at the highest possible degree of
trade liberalisation including far-reaching liberalisation of services and investment.
A new, ambitious model EU investment agreement should be developed in close
coordination with Member States”

Other EU priorities mentioned in the paper include reducing non-tariff barriers for
EU exports and investments; increasing access to raw materials; guaranteeing ener-
gy supplies by expanding trade in third countries’ energy sectors; reinforcing the
presence of EU corporations in emerging markets; opening up public procurement
markets; improving implementation of anti-dumping mechanisms; and implement-
ing intellectual property rights.?

Following the goals and priorities of this new strategy, the EU began negotiating free
trade agreements with the Andean Community of Nations and Central America in
Latin America, as well as South Korea, India and the Association of Southeast Asian
Nations (ASEAN) in Asia. In accordance with the goals of the new strategy, all of
these negotiations seek the greatest possible deregulation of the economies of the
developing countries to facilitate penetration by European capital through chapters
on trade in goods and services, investments, public procurement and rules for com-
petition, seeking total reciprocity in the shortest possible time. In this sense, the EU
increasingly resembles the United States in its aggressive trade policy and is setting
aside its social and democratic ideals.

In this context, an analysis of the impacts of the EU-Mexico Global Agreement on
Mexicos economy and society is crucial for anticipating the implications of similar
agreements being pursued by the EU with other developing countries and regions.
This study examines some of the lessons learned in the seven years since the EU-
Mexico Free Trade Agreement went into force. That treaty includes many of the
provisions that the EU is currently working to incorporate into agreements being
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negotiated with Central America, the Andean Community of Nations, the
Association of Southeast Asian Nations, South Korea and India. This paper will also
consider some of the impacts observed in the wake of the signing of the free trade
agreement between the EU and Chile.

As this study shows, the EU-Mexico FTA and the IPPA between Mexico and the EU
not only have had serious economic and social impacts, but they have also left the
Mexican state unable to implement policies to promote local small and medium-
size enterprises. The Mexican finance sector, in particular, has been left to the mercy
of EU and US capital, failing in its role of providing credit for production. In indus-
try, the EU is increasingly gaining a foothold in sectors that are strategic for the
country’s future, justifying this with rhetoric promoting development and coopera-
tion. In agriculture, on 1 January 2008, the Mexican countryside will be completely
open to trade with the EU, as it is with NAFTA, leaving millions of small farmers
and their families even less protected. Forced to compete with large, highly subsi-
dized transnationals, they will have no choice but to continue migrating to cities
and, eventually, to the United States.*

The main premise of this study is that reciprocal free trade agreements and invest-
ment promotion and protection agreements between countries that are highly
unequal benefit only a handful of transnational corporations that are able to com-
pete in international markets. They also have a negative effect on the ability of states
to foster national and local economic development and to promote and protect
human rights. In this regard, although they are accompanied by cooperation or
political dialogue agreements, the FTAs that the EU is negotiating with developing
countries are no different from those signed by the United States.

Introduction
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2. THE GLOBAL ACCORD BETWEEN MEXICO
AND THE EUROPEAN UNION

The Economic Partnership, Political Coordination and Cooperation Agreement,
between Mexico and the European Union, better known as the “Global Agreement,”
entered into force in 2000. The main part of the accord is the European Union-
Mexico Free Trade Agreement (EU-Mexico FTA). For Mexico, it is the second most
important such treaty after the North American Free Trade Agreement (NAFTA).
The Mexican government announced that the accord would offer the opportunity
to diversify “our” exports and attract investment in production so as to create jobs.
In the European Union (EU), it was highly touted because of the speed with which
it was negotiated, its breadth (it is based on NAFTA and goes beyond the World
Trade Organisation (WTO) by including the Singapore issues, investments, public
procurement, trade facilities and rules for competition), and for being the best the
EU had signed so far with a third country, making it a model for EU trade agree-
ments with other countries.

Before signing the agreement, the EU had been gradually losing ground in Mexico,
which had once been its largest Latin American market.” It sought to regain its lead-
ing position as Mexico’s second most important trade partner after the NAFTA area.

WHO BENEFITS FROM THE EU-MEXICO FTA?

The EU-Mexico FTA has not benefited Mexico the way negotiators on both sides
had promised. The chapters on cooperation and political dialogue have turned out
to be mere accessories to the agreement. Those seeking to legitimate the agreement
argue that these chapters provide opportunities for cooperation for development.
Economically, however, Mexico suffers from a growing trade deficit, high concen-
tration of investment, lack of job creation and denationalisation of companies. The
question, then, is who has benefited from the signing of the accord?

Mexico’s growing trade deficit

Although about 85 per cent of Mexico’s foreign trade is with the United States, the
signing of the accord represented several advantages for the EU, allowing the EU to
establish a platform for European companies seeking to assemble for or export to
the North American market and keeping those companies from being displaced
from the Mexican market. It also provided privileged access to resources, infrastruc-
ture and cheap labour to solidify the position of European transnationals in Latin
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America’s emerging markets. For Mexico, the signing of the accord responded to the
orthodox view that only free trade could make the economy and business more
competitive by providing access to higher-quality goods at lower prices, thereby
improve the population’s standard of living.

Since the EU-Mexico FTA has been in effect (2000-2006), Mexico’s trade deficit
with the EU has risen from US$9.4 billion to US$16.9 billion, an increase of 79.6 per
cent (see Table 1). According to the Ministry of the Economy, nearly 90 per cent of
Mexican imports are intermediate goods that are not produced in Mexico. This
indicates a structural weakness in the economy that has not been corrected despite
the free trade agreements: there is a need to import more and more in order to
export, but the goods have less and less domestically produced content, which
inhibits the development of domestic small and medium-size industry, as the
National Association of Transformation Industries (Asociacién Nacional de
Industrias de la Transformacion, ANIT) warned on various occasions. Mexican
exports remain concentrated in three types of products: petroleum, vehicles and
machinery. For that reason, when negotiation of the EU-Mexico FTA began, the
Mexican Network for Action against Free Trade (Red Mexicana de Accién contra el
Libre Comercio, RMALC) proposed that negotiations include rules of origin that
would benefit domestic producers, something that was not done with NAFTA.

In the case of Mexican imports from the EU, 59 per cent are intermediate goods, 21
per cent are capital goods and 19.8 per cent are consumer goods.® In fact, much of
Mexicos trade with the EU involves intra-corporate trade, in which companies
import goods that are assembled in the country and then exported by the same
companies either to their own markets or to the United States.

EU-MEXICO BALANCE OF TRADE - Exports
= Imports
- Balance
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Trade Balance EU - Mexico 2000-2006

Millions of USD

Year Exports Imports Balance
2000 5,593 15,033 -9,439
2001 5,351 16,314 -10,963
2002 5,528 16,628 -11,100
2003 6,121 18,005 -11,884
2004 6,706 20,908 -14,203
2005 9,009 25,008 -16,000
2006 10,890 27,847 -16,957
Change % 94.7 85.2 79,6

Source: National Institute of Statistics, Georgraphy and Information Technology

This confirms that the EU-Mexico FTA has mainly helped European companies by
lowering their production costs and enabling them to use Mexico as a platform for
shipping goods to markets that have greater purchasing power, as well as higher-
income markets in Mexico (particularly luxury vehicles).

Highly concentrated foreign investment

There is obvious concentration of foreign direct investment (FDI); about 65 per cent
comes from the United States and another 20 per cent from the European Union.
Between 1999 and 2006, just four European countries represented 90 per cent of
FDI in Mexico: Spain with 37.4 per cent, Holland with 35.6 per cent, the United
Kingdom with 10.2 per cent, and Germany with 6.8 per cent. Three-quarters of FDI
was concentrated in manufacturing (49.5 per cent) and financial services (24.7 per
cent).

Because the EU-Mexico FTA did not allow requirements related to factors such as
geographic location of companies or orientation toward specific sectors, it has not
served as a tool for diversifying investment and thus contradicts the argument that
FDI would spur greater regional development. On the contrary, it has reinforced the
tendency toward concentration, limiting the benefits of trade to a handful of win-
ners. European FDI is concentrated in only five of Mexico’s 32 states (including the
Mexico City Federal District), which represented 91.5 per cent of European invest-
ment during the period: 58.1 per cent in the Mexico City Federal District, 14.5 per
cent in the state of Mexico, 12 per cent in Nuevo Ledn, 3.6 per cent in Jalisco and
3.2 per cent in Puebla.
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FDI Targets in México:
Federal District: ~ 58.1%

Edomex: 14.5%

Nuevo Ledn: 12.0%

Jalisco: 3.2%

Other: 12.2%
Origin of European FDI:
Spain: 37.4%
Holland: 35.6%
United Kingdom:  10.2%
Germany: 6.8%
Other: 10.0%

Instead of real poles of development, Mexico has seen the creation of enclave
economies that are disconnected from the regional economy. European companies
preferred to invest in states that already had the infrastructure and natural and
human resources necessary to maximise their profits, as well as tax incentives
offered by state governments that ultimately aggravate regional imbalances. This
concentration spurs competition to attract companies by offering them better start-
up conditions. Increased investment does not necessarily guarantee more jobs, how-
ever, because in many cases the companies simply purchase existing assets.

Along with the EU-Mexico FTA, European companies took steps to ensure the best
conditions for protecting their profits by signing Investment Promotion and
Protection Agreements (known as IPPAs, or by their Spanish acronym, APPRIs).
Mexico has negotiated 23 such agreements, 16 of them with European
countries:’Germany (2001), Austria (2001), Denmark (2000), Spain (1996), Finland
(2000), France (2000), Greece (2002), Iceland (2006), Italy (2002), the Netherlands
(1999), Portugal (2000), the United Kingdom (pending), the Czech Republic (2004),
Sweden (2001), Switzerland (1996) and the Belgium-Luxembourg Union (2003).
The APPRIs between Mexico and the EU stemmed from Article 15 of the Global
Accord, which said the parties would sign them,® and are based on Chapter 11 of
NAFTA® or on the main clauses of the ill-fated Multilateral Agreement on
Investment (MAI). If there is no single chapter on investments in the EU-Mexico
FTA, it is because the European countries still reserve the right to negotiate APPRIs
on the terms most beneficial to them in areas such as the free movement of capital
and mechanisms for resolving disputes.

The Global Accord
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The effects of European investment, however, are not limited to the distortions they
may cause in regions or sectors. The signing of the EU-Mexico FTA and APPRIs has
enabled various transnationals to take over considerable portions of the market in
sectors that are strategic for the country’s development. Tailor-made regulation
(national treatment, prohibiting performance requirements, free flow of capital,
etc.) and various anti-competitive practices — which would be illegal in their home
countries — have brought them huge profits, to the detriment of market chains,
consumers and workers.

The financial sector: high costs + poor services = big profits

Mexicos financial sector, especially banking, is an emblematic case of how the
acquisition of companies by large transnationals created a highly concentrated and
therefore less competitive market. While a well-regulated banking sector plays a sig-
nificant role in resource allocation and development, in Mexico the oligopoly head-
ed by a few banks — three of them European (BBVA, Santander and HSBC) — has
slowed growth and been a source of consumer abuse.

Most banks were privatised in the early 1990s, but at that time no single person was
allowed to hold more than 10 per cent of shares in a single institution and foreign-
ers were limited to a maximum of 30 per cent in a commercial bank. With the sign-
ing of the NAFTA, the limit was set at a maximum of 8 per cent of shares in the
entire banking system, with a deregulation timeline of six years. After the 1995 eco-
nomic crisis, however, the need to capitalise the banks and the spectre of a system-
wide crisis — caused by the banks themselves and the lack of regulation — led
authorities to gradually reduce regulations related to control of Mexican banks. In
1999, all restrictions were lifted on shareholding in banks belonging to countries
with which Mexico had free trade agreements,'® paving the way for the concentra-
tion of financial activity through ownership of multiple banks, which meant control
not only of banks, but also of other financial institutions, such as pension fund man-
agement firms (Administradoras de Fondos del Retiro, AFORES), factorage firms,
stockbrokers and insurance brokers, etc. As a result, the four largest banks are now
part of transnational financial groups: BBVA-Bancomer (Spain), Banamex-
Citigroup (United States), Santander-Serfin (Spain) and HSBC (United Kingdom).

According to Standard & Poor’s, Mexicos banking sector is highly concentrated,
which explains why commissions are high and interest rates are slow to drop. The
system’s four largest banks account for 78 per cent of consumer credit and 74 per
cent of mortgages. As a result, “The banks and stockbrokers not only charge the
highest commissions in the international arena, but (the country’s) development is
far from that of economies such as those of Chile or Argentina, which are smaller
than that of Mexico, which limits the supply of products to domestic companies and
investors.”"'
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Despite this concentration, the banking system’s total assets represented barely 35
per cent of GDP in 2005, half the historic high of 70 per cent in 1994. This is low
even in comparison with other emerging economies." Private sector credit amounts
to 14 per cent of GDP, while the average is 28 per cent for Latin America and 84 per
cent for developed countries. Mexico’s rate is lower than Africa’s financial depth
index, which ranges from 20 per cent to 29 per cent.”

How have banks become so profitable in a relatively small domestic market?
Contrary to the promises that acquisition by large international financial groups
would increase the system’s efficiency, their strategy has been to take advantage of
the lack of government regulation, focusing on the activities with the highest profit
margins and reducing lending for production. The large profit margins have main-
ly been based on three mechanisms: government transfers from the bank bailout
program (the Bank Fund for Savings Protection); large margins for financial inter-
mediaries; and the uncontrolled increase in commissions for various services. In
2006 alone, bank profits totalled 66.7 billion pesos (approximately US$6 billion), an
increase of 33.65 per cent over the previous year. The four banks mentioned above,
along with Scotiabank (Canada) and Banorte (Mexico), accounted for 92.4 per cent
of profits, nearly 61.7 billion pesos,' equivalent to US$5.6 billion.

Margins for acting as financial intermediaries are also significant. According to the
National Commission for Protection and Defence of Users of Financial Services
(Comision Nacional para la Proteccion y Defensa de los Usuarios de Servicios
Financieros, Condusef), “Particularly noteworthy are the broad margins in the area
of consumer credit, where rates are slightly more than 38 per cent, while the aver-
age capture cost was about 4.72 per cent at the end of the year” ™ ...“From another
standpoint, it can be noted, for example, that in the past five years [2000-2005] the
amount disbursed by banks to cover interest on customers’ savings decreased by

nearly 41 per cent in real terms'®

Condusef indicates that between 2000 and 2005, the annual increase in bank rev-
enues from commissions was 19 per cent for BBVA Bancomer, 30 per cent for
Santander and 28 per cent for HSBC. Income from net commissions is currently the
banks’ second-largest source of revenue, after lending margins. Between 1998 and
2005, the major banks saw a scandalous increase in their income from commissions
and net rates: 217 per cent for HSBC, 214 per cent for BBVA Bancomer, 171 per cent
for Banamex and 158 per cent for Santander Serfin. The European banks have the
highest ratio of commissions to total revenue: 38.5 per cent for Santander-Serfin, 36
per cent for BBVA-Bancomer, and 35.7 per cent for HSBC; together, they represent
51.8 per cent of the entire banking systems commission revenues.” The three
European banks account for more than 50 per cent of the total in the Mexican bank-
ing system and had gross revenues of about US$12.5 billion in 2005 alone.

The Global Accord
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Individually, Bancomer, which is owned by Spain’s Banco Bilbao Vizcaya Argentaria
(BBVA) consortium, is an emblematic case. In the first half of 2006, it had profits of
10.57 billion pesos, equivalent to 729 million euros, more than the group’s profits in
Spain and Portugal. While in Spain its profits grew by an annual rate of 11 per cent,
in Mexican growth was 90 per cent. As with other banks, these profits came main-
ly from consumer credit, not loans for production. The Mexican subsidiary con-
tributed 33 per cent of the transnational’s total profits for that half of the year."” Not
by chance did the International Monetary Fund warn that Mexico has lost control
of ownership of its banking system faster than any other country, putting it at risk
of “contagion.” In other words, Mexico is at high risk of suffering from any problems
that might occur in its banks’ home countries."

Banking practices in Mexico

The impact of concentration in banking translates into both macroeconomic dis-
tortions and a series of abuses of the users of banking services. The most common
practices include:

Tolerance of and irresponsibility in dealing with constant reports of electronic
fraud. An analysis by the financial daily £/ Financiero indicates that as this type of
crime increases, “account holders accuse the banking institutions of protecting
cyber thieves and taking advantage of interpretations of the law in their favour to
cover up cyber theft from bank accounts. ... Not only have banks not provided
assistance to investigate and catch cyber thieves, but they also refuse to take
responsibility for making good the fraudulent withdrawals.” In addition, “when
asked for information about the owners of accounts to which the money was ille-
gally transferred, they refuse to provide it, even to authorities.”

Unilateral decisions detrimental to account holders. Banks commonly make deci-
sions without consulting their customers and without their customers’ authorisa-
tion. One serious case is that of Bancomer, which is part of the Banco Bilbao
Vizcaya Argentaria (BBVA) group, which made a unilateral decision in 2005 to can-
cel nine accounts belonging to the organisation Enlace Civil, A.C., headquartered
in Chiapas. The decision was made with no prior warning or full justification and
resulted in a delay in the disbursement of funds for various projects in indigenous
communities with Zapatista influence.”

Abuses in the charging of various types of commission. The 2006 CONDUSEF
report shows a steady increase in requests for assistance in matters concerning
financial institutions, of which 62 were cases involving banks and other lending
institutions, with 16,282 complaints, followed by insurance companies and pen-
sion funds®, which are controlled by the financial institutions. In multiple banking,
most complaints involved inappropriate charges, refusal to expunge credit
bureau records and lack of information regarding operations.”
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Claims to CONDUSEF

Refusal to expunge credit bureau

records

Lack of information on operations .

Failure to provide documents Credit cards

50%

Improper charges for purchases and/or
uncompleted transactions

Improper charges for interest and collection
fees

Improper commission charges

Miscellaneous
5%

General
Information
11%

Debit cards
6%

Improper charges for purchases andjor uncompleted
transactions

Improper charges for purchases not made
Improper commission charges

Cheaue paid with forged signature
Improper electronic charges
Improper commission charges

Source: National Commission for the Protection and Defence of Users of Financial Services (Comisién
Nacional para la Proteccién y Defensa de los Usuarios de los Servicios Financieros, Condusef)

European companies in the electricity sector

Two chapters of NAFTA allowed foreign companies to acquire shares in the domes-
tic electricity industry; like many other clauses, they automatically become part of
the EU-Mexico FTA (“NAFTA parity”). Chapter VI establishes that a company from
either party can establish, acquire or operate plants to generate or co-generate elec-
tricity to meet its needs. Independent electricity generation is also allowed, as are
contracts involving the Federal Electricity Commission (Comision Federal de
Electricidad, CFE), independent electricity producers and electric companies from
the other parties for cross-border sale of electricity. Chapter X establishes the gov-
ernment entities that can purchases goods and services from foreign providers;
among them, CFE stands out for the volume of business.”

Participation by European companies — such as Spains Unién FENOSA and
Iberdrola or Electricité de France — in Mexico’s electricity sector has become a prof-
itable business, yielding significant dividends that have increased the companies’
overall profits despite the illegality of so-called multiple service contracts according
to the Mexican Constitution, under which the European companies invest.

For Iberdrola, in 2006 the Mexico-Guatemala region represented the largest chunk
of sales in Latin America, with 58.5 per cent. At the close of the year, gross profits
were 273.4 million euros. The company currently has six combined cycle plants in
Mexico, with a capacity of 3,815 megawatts (Mw), more than 8 per cent of Mexico's

The Global Accord
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total energy production. The company is also building the largest plant planned so
far in the country, which is due to go on line in 2007.”

Electricité de France is currently the second-largest private electricity producer in
Mexico, with five combined cycle plants with a capacity of 2,300 Mw; nevertheless,
this represents a scant 1.5 per cent of its worldwide capacity of 154,000 Mw. While
the company recently announced its intention to withdraw from Mexico, that is not
because the Mexican market is not profitable, but because it plans to focus on
Europe and nearby areas where there is more freedom for users to choose their sup-
plier. Company financial reports indicate that its Mexican operations yielded rev-
enues of some 362 million euros in the first half of 2006 alone. Its Mexican assets are
worth about US$1.4 billion, but its most attractive features are the contracts to sup-
ply CFE for 25 years, some of which expire after 2030 and could be put up for sale
to its main competitors, including Iberdrola and Unién FENOSA, or its partner, the
Japanese company Mitsubishi.”®

Meanwhile, Unién FENOSA's short-term goal is to become the country’s second-
largest private energy producer if it wins four bids from CFE and arranges to buy
the five thermoelectric plants that Electricité de France put up for sale. It currently
has three combined cycle plants with a capacity of 1,550 Mw and contracts with CFE
for 25 years. The company’s Mexican operations represent 25 per cent of its global
revenues, but that proportion could increase to 35 per cent to 40 per cent if it wins
those bids.”

Wind energy projects: doing private business with common goods

European companies’ participation in the electricity sector is not limited to tradi-
tional generation. The companies are also entering the renewable energy field, espe-
cially with wind energy projects, which they consider a promising business.

Companies can enter the field as external producers or for self supply. In the former
case, the Federal Electricity Commission (Comisién Federal de Electricidad, CFE)
contracts the construction and operation of a wind farm with the commitment,
through long-term contacts, to acquire the energy that is generated, but with a price
subsidy because the cost is higher than that of conventional energy. In the case of
self supply, a company generates electricity for exclusive consumption by one of its
partners and does not require a subsidy.”

While it is important to promote clean and renewable sources of energy, the possi-
bility of long-term contracts and tax incentives attracted European companies such
as DF (France), Endesa, Iberdrola, Unién FENOSA and Eoliatec (Spain) to enter
into private business contracts based on backwardness and need in the communi-
ties where the projects are being implemented.
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With regard to wind energy projects, a study of the social and environmental impact
of European investment in Mexico and Europe done by Mexican and European
organisations concluded:”

o There are no social criteria regarding land use priorities; criteria based on eco-
nomics and power tend to carry the day.

o There is misleading information about the environmental effects of this type of
infrastructure, as well as a lack of a broad, comprehensive vision of land use.

o The project involves 100,000 hectares with no consideration of possible impacts
that the installation of approximately 300 wind turbines will have on land and
birds.

There has been no in-depth analysis of the project’s possible ecological impacts.

Besides problems related to European corporations’ operations and business prac-
tices, it is significant that national, state and local governments lose their regulato-
ry role and their ability to take charge of strategic planning for the sector, ceding this
function to transnational companies whose priorities are driven by profit.

Projects are currently in the works to generate wind energy that will be sold to pri-
vate companies. Energies Nouvelles, a unit of Electricité de France (EDF), will invest
US$140 million to build a plant in Oaxaca, which will have a capacity of 67.5
megawatts. All of the electricity generated will supply some 350 Wal-Mart stores in
Mexico as part of the chain’s cost-reduction strategy.”

Unién FENOSA is looking for other renewable energy projects to generate electric-
ity that will make other companies self supplying. It is currently considering proj-
ects in the states of Oaxaca and Baja California while looking for potential cus-
tomers.”

Electricity generation is not the only goal. In evaluating projects, CFE is also con-
sidering whether they will qualify for carbon credits under the Kyoto Protocol. The
start-up of a new wind energy project in the state of Oaxaca already yielded about
1.5 million euros for CFE in this way, while other low-emission projects to be put
out on bid could result in another 91 million euros between 2006 and 2012. Spain,
Germany and France are seeking to collaborate with countries such as Mexico to
invest in projects that will enable them to purchase credits to meet their quotas if
they cannot do domestically or in other industrialised countries.”

The Global Accord
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Investment in water: consumer abuse *

European countries’ participation in potable water and sewer services is relatively
recent, but it has also been marked by a series of irregular practices that drain pub-
lic coffers and violate consumers’ rights.

The case of Aguas de Saltillo, in the north-eastern state of Coahuila, shows how
companies have gained a foothold by taking advantage of national and local legisla-
tion. This was a semi-privatisation scheme in which the government retained own-
ership of the water, but management and implementation of the entire process was
in the hands of a private investor, Aguas de Barcelona, which held 49 per cent of the
shares.”

Because consumers were dissatisfied with the service provided by the company,
government officials were forced to do an audit of Aguas de Barcelona’s operations.
The findings included:

o Works not reported to the Administration Council.

« Various vehicle acquisitions that did not comply with procedures established in
laws on procurement, leasing and contracting of government services or budget-
ing for government spending.

» Employee salaries and benefits that did not comply with company statutes.

o Increases in water and sewer rates that exceeded the rise in the national con-
sumer price index.

The irregularities ranged from the high salaries of top company officials to unre-
ported works, violation of labour rights and the charging of unjustified rates.

Public procurement

Civil society organisations consider NAFTA’s definition of public enterprise, which
was copied directly into the EU-Mexico FTA, to be unacceptable. By contrast to the
Mexican Constitution, the free trade treaties define a public enterprise only in terms
of ownership, not by its function or its role in national development (Article 1505
of NAFTA). This distorts the nature of a state-owned company by judging it only
according to criteria of price and quality. Paragraph 1 of Article 29 of the EU-
Mexico FTA is comparable to Annex XII, which establishes that in procurement
procedures for public entities and state-owned enterprises, Mexico will follow the
provisions of NAFTA under Articles 1002 and 1007-1016, while the EU will follow
WTO rules. Paragraph 2 establishes that those rules can only be modified by
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changes in NAFTA and/or the WTO. Regarding national treatment, Article 26 of
the EU-Mexico FTA is phrased in the same terms as Article 1003 of NAFTA; the
other party’s goods and providers must be treated like domestic goods and
providers, with no discrimination on grounds of origin or ownership of the goods
or services.

This concept of national treatment cuts across the entire treaty (market access,
investments services, etc.) and is of particular concern in the area of public procure-
ment, which should play an essential role in stimulating national development.
Various civil society organisations have proposed that beyond the exceptions spec-
ified in the treaties, the management and evaluation of public enterprises should be
based not only on price and quality criteria, but on the specific objective for which
these companies were created. Government purchases and public works have a sig-
nificant impact on specific service sectors and industry. Because they are made with
taxpayers’ money, they should continue to serve as a tool of economic policy for
national development and stimulate local economies and specific sectors, especial-
ly those that are most vulnerable to the effects of economic deregulation and free
trade agreements. Government purchases can and should stimulate production in
depressed areas, indigenous communities and especially businesses run by women,
as well as other small-scale providers. The EU-Mexico FTA has turned its back on
this concept, despite proposals by grassroots movements and civil society organisa-
tions.

The “Political Dialogue”: pressure for more openness

The EU-Mexico FTA and the APPRIs have enabled European companies to take
over sectors that are strategic for Mexico's domestic development. But this has not
satisfied the appetite of big European capital. Through the so-called Political
Dialogue, in meetings of the Joint Councils (of the executive branches), the EU has
pressured Mexico to further open its economy and cede other sectors that are strate-
gic for national development, such as energy and water, to powerful transnationals.*
Not by chance was one of Felipe Calderdn’s first acts as president of Mexico a meet-
ing with Spanish officials who insisted that he continue the policies that have
opened the Mexican economy to investment under the terms of the EU-Mexico
FTA.

In contrast, the Global Agreement mechanisms that include oversight and sanctions
for anti-competitive practices are essentially moot, including Article 11: “The
Parties shall agreee on the appropriate measures in order to prevent distortions or
restrictions of competition that might significantly affect trade between Mexico and
the Community”*

Although that agreement contemplates cooperation and intervention by the Joint
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Council in case of any abuse of dominant position by one or more companies,
neither it nor Mexican regulatory agencies have addressed this aspect.

Moreover, the EU has been party to the imposition of infrastructure projects as part
of Plan Puebla Panama, which has been widely rejected by indigenous peoples and
civil society organisations in the region. They object that they have not been con-
sulted or allowed to participate, and that instead of promoting sustainable develop-
ment, the projects will violate their human rights, harm the environment and only
serve the interests of large corporations. The most recent communiqué from the
Mexico-EU Joint Council underscores the shared interest in developing these types
of projects.”

Little has been done to ensure that the political dialogue goes beyond the govern-
ments. So far, there is no place or mechanism in this dialogue for participation by
parliaments and congresses or by civil society organisations, despite proposals put
forth by the latter in two dialogue forums (Brussels in 2003 and Mexico in 2005).
There has been no concrete response to any of the many proposals about participa-
tion, content or implementation of the Democratic Clause.”

Social and Civil Organisations from Mexico and the EU: 10 years of joint
effort towards a Global Agreement for economic and social justice

Since the onset of negotiations in 1997, social and civil organisations in Mexico, in
collaboration with their European peers, have proposed a Global Agreement that
is different from the NAFTA. The group Ciudadanos de México ante la Unién
Europea (Citizens of Mexico before the European Union) was formed within the
framework of the Red Mexicana de Accién frente al Libre Comercio - RMALC
(Mexican Network of Action against Free Trade). Participants include a broad range
of stakeholders: peasants, human rights organisations, SMEs, and organisations
working on gender, the environment and other issues.

Furthermore, extensive research has been undertaken at different times, resulting
in a number of publications, assessing and analying the effects of the EU-Mexico
FTA.

RMALC and the Copenhagen Initiative for Mexico and Central America (CIFCA) and
other organisations have made the following proposals:

« Positive Dimension of the Democratic Clause. Create a mechanism to imple-
ment positive measures that strengthen human rights as described in article 1
of the Agreement. This means not only to establish sanctions for violations but
that the Agreement is based on the assurance, respect and promotion of
human rights.
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» Mixed Advisory Committee. Establish another body within the Political
Dialogue framework (Mixed Advisory Committee) that enables participation of
Mexican and European civil society as well as the legislative branch, for deci-
sion-making of members of the Joint Council.

» Social Observatory. Form Social Observatories that follow up on and assess
impacts of the Global Agreement on the economy, human rights and the envi-
ronment, with participation of social and civil organisations.

Important campaigns have been conducted with European organisations and
networks, within the framework of the Europe-Latin American and the Caribbean
Bi-regional Network Enlazando Alternativas,” which have included the following
activities:®

a) Attending different meetings of the European Commission, offices of countries
within the European Union, the European Parliament and the Mexican govern-
ment to begin true dialogue and consider the proposals put forth,

g

Social Encounters, such as Enlazando Alternativas, among civil and social organ-
isations from Mexico and the European Union, to conduct diagnoses, plan, hear
monitoring reports, assess and define action strategies and constitute alterna-
tives to the model implemented by the governments, moving towards an inte-
gration based on sustainable development and the needs of peoples.

c) Seek out and expand alliances in Europe and in Mexico, to participate in con-
structing alternative proposals and reverting to the terms of the Global
Agreement when appropriate.

Neglect of the Democratic Clause

This pillar of political dialogue has been incipient for other elements, such as the
promotion and defence of human rights. The European Commission has barely
called attention to serious human rights violations in Mexico; at no time has it
invoked the Global Agreement’s Democratic Clause, which remains purely decora-
tive. The illegal detention and violation of the human rights of protesters in
Guadalajara during the Third Summit of Heads of State of the EU, Latin America
and the Caribbean demonstrated how little the leaders care about human rights.
While flowery speeches were made inside the summit, there was a violent crack-
down on dissenters outside.

The human rights situation has worsened since the end of President Vicente Fox’s

term. The new president has responded to the increase in violent crime related to
drug trafficking by involving more military troops in public safety. The “firm hand”
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translates into a continuation of the militarisation policy under the guise of public
safety.

Government Secretary Francisco Ramirez Acuifia, who is responsible for Mexico's
internal policy, has repeatedly been accused of human rights violations. On 13
December 2006, members of the Frente de Procesados “M-28” filed a criminal com-
plaint with the Attorney General’s Office, accusing him of having masterminded
torture, a serious crime according to Article 3 of the Federal Law to Prevent and
Punish Torture. Those involved were victims of a police operation ordered by
Ramirez Acufia when he was governor of Jalisco in a violent crackdown on demon-
strations organised during the Summit of Heads of State and Government of the
European Union, Latin America and the Caribbean in Guadalajara in May 2004.
The last detainees were not released until March-April 2006, after an intensive cam-
paign by grassroots and civil society organisations that included filing internation-
al complaints with various bodies of the European Union.

The government’s response to various social conflicts has been to crack down on or
turn a deaf ear to groups in various regions of the country, including Atenco,
Oaxaca, Agua Caliente (Presa La Pearota) and Pasta de Conchos.

Various national and international human rights organisations have gathered testi-
mony about excesses committed by authorities against demonstrators and social
activists: arbitrary detention, physical and psychological abuse, sexual abuse, rape,
torture and the deportation of foreigners, as well as isolation of detainees, all on the
grounds of “restoring order” On his recent visit, Florentino Meléndez, commission-
er of the Inter-American Commission of Human Rights (IACHR), stated that many
complaints of torture are filed in Mexico.” The Mexican government, however, has
ignored or dismissed all of these complaints. Mexican and European authorities
have also ignored reports of human rights violations committed by European com-
panies in Mexico.

The Euzkadi Union’s fight: Victory over European transnationals®

One example of the way in which transnational corporations’interests are placed
ahead of human rights is that of the closing of the Euzkadi tyre factory owned by
Continental, a German consortium.

The plant, located in El Salto, Jalisco, was the most modern in Latin America, and
the German company sought to turn it into a major truck tire manufacturing plant.
That, however, required that the union accept more flexible working conditions.
The most serious included a 12-hour work day, increased output without pay, elim-
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ination of the mandatory Sunday off, and an end to profit sharing.

Because the union did not accept the abusive conditions that the factory owners
sought to impose, in December 2001 the workers found the plant closed without
prior notice, in violation of labour legislation. This illegal plant closing left 1,000
people out of work, violating their labour rights.

When the plant closed, the workers launched a tireless battle to defend their jobs,
which included national and international demonstrations. Thanks to their deter-
mination, they resisted the company’s threats and government pressure to accept
a settlement so as not to “scare off” investors.

Despite the offer of money, the workers did not sell out. In an assembly, they voted
by an overwhelming majority to reject the payment offered by the owners, file a
complaint about the illegal plant closure and go on strike.

The Local Conciliation and Arbitration Board, which is charged with resolving con-
flicts between workers and owners, shamelessly took sides with the owners and
declared the strike illegal, refusing to recognise its validity even though the own-
ers had violated the law.

A meeting with Continental’s German union was decisive, because it gave the
Mexican workers access to a meeting of shareholders of the company that owned
Euzkadi, where they spoke out about the injustice committed by the illegal plant
closing.

Four years of demonstrations and complaints finally bore fruit when officials had
no choice but to recognise the strike, a serious blow for the company. Because this
ruling forced Continental to pay wages dating back more than three years, the
owners were forced to negotiate a settlement that was relatively unfavourable to
the company, accepting the workers’ demand to take over the company as pay-
ment for damages.

Thanks to this battle, the workers have now formed the Cooperative of Democratic
Workers of the West (Cooperativa de Trabajadores Democrdticos de Occidente,
TRADOC) and are co-owners of the Corporacién de Occidente along with Llanti
Systems of Queretero. They also won an initial investment of 50 million pesos from
the federal government, through the Ministry of the Economy, as well as 5 million
pesos from the state government. The cooperative now competes in the market
with tyre factories owned by powerful transnational corporations, including
Continental, Michelin and Bridgestone-Firestone. *
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In the face of petitions to invoke the Democratic Clause because of repeated reports
of human rights violations by the Mexican government, various European Union
officials have responded that because these do not constitute systematic violation of
rights by the state, they cannot activate the mechanism to apply sanctions. Such
statements only underscore that these chapters on cooperation and political dia-
logue are mere promises with no real impact on the implementation of the agree-
ment. Mexican and European civil society organisations have proposed giving the
Democratic Clause a positive dimension that includes not only monitoring the
defence of human rights, but also promoting these rights within the framework of
Mexican-EU relations.*

Cooperation

While a true cooperation policy is an aspect of the agreement that has great poten-
tial, this chapter is ambiguous. While it has been widely touted, cooperation has
been minimal — when compared with the huge profits made by European compa-
nies in strategic sectors of the Mexican economy, the exploitation of cheap labour
and access to non-renewable natural resources — and has benefited projects facili-
tated by the EU-Mexico FTA. Between 2007 and 2013, the EU will earmark a scant
55 million euros for Mexico (a cutback of more than 1 million euros from the pre-
ceding period).

Not only is this cooperation — which according to the EU is what sets the Global
Agreement apart from NAFTA — miniscule, it is also implemented in an exclusive
fashion. That is the case with cooperation programs in Chiapas, which have been
strongly questioned by local civil society organisations, particularly indigenous
groups, which have demanded the suspension of the Social and Sustainable
Development Project (Proyecto de Desarrollo Social y Sostenible, PRODESIS) fund-
ed by the EU and the Chiapas government. The organisations have complained that
they have not been informed about the origin, content, funding, overall goals and
specific objectives of the project signed in 2003, under which the EU is contribut-
ing US$15 million.”

One criticism of the project is that much of the money goes to wages, operating
expenses, supplies and service providers, technical assistance, administration, train-
ing, sharing of experiences and auditing of the project, while the alleged beneficiary
population has only received assistance in the form of “chickens and sheep,” which
critics say cannot be considered sustainable development. Other organisations have
said that the program is deliberately manipulated to benefit communities and ejidos
aligned with the federal government, marginalising those who oppose government
policy. The area to be covered by PRODESIS includes the Montes Azules reserve,
which represents between 60 per cent and 70 per cent of the Lacandon jungle and
coincides with the area where the Army has a notable presence, with about 40
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encampments, and where there is strong zapatista influence. Because of its design,
the project could also contribute to conflict and division or counterinsurgency, as
well as pave the way for appropriation of the region’s biodiversity.*

In a unilateral move, in its 2007-2013 Country Strategy Paper (CSP) for Mexico, the
EU criticised Fox’s efforts to reduce poverty and inequality.” The EU’s formula for
Mexico, however, is more economic reforms to benefit its own companies. “Mexico
should lift the regulations and impediments to business activities and investment” it
says, while repeating that Mexico must carry out fiscal reform and reforms of the
energy sector and labour market.

In environmental matters, civil society organisations have demanded that
Sustainability Impact Assessments (SIAs) be done as part of the Global Agreement.
Not one has been done. Given the lack of such assessments, it is not surprising that
the EU, taking a Malthusian approach, blames the Mexican people for environmen-
tal damage and absolves the companies that cause the harm. According to the EU
CSP, “Although (Mexico) is one of the 12 countries with the greatest biological
diversity in the world, the demographic explosion has put great pressure on natu-
ral ecosystems, and one-third of the tropical forests have disappeared in the past 20
years. Mexico is currently one of the countries with the highest rates of destruction
of forestry resources.”

The EU-Chile FTA: Copper exporters are the winners*

The free trade agreement between the European Union and Chile (EU-Chile FTA)
went into force in 2002 and was signed on the premise of “a gradual and recipro-
cal liberalisation of trade, without excluding any sector and in compliance with
WTO rules! This treaty is one more example of the free trade agreements that the
EU seeks to sign with third countries and includes (like negotiations for more
recent accords) chapters on the gradual liberalisation of investments, financial
flows and public procurement. It also goes further than TRIPS regarding liberalisa-
tion of services. Chilean civil society groups, especially the Chilean Partnership for
Fair and Responsible Trade (Alianza Chilena por un Comercio Justo y Responsable,
ACCJR), state that these characteristics make the Chile-EU accord a “WTO Plus”
that “reinforces a model that structurally creates a high level of inequality and
concentration of wealth.”

Negotiation of the EU-Chile FTA, like that of the EU-Mexico FTA, was characterised
by a lack of transparency and lack of opportunity for participation by civil society
organisations in design, negotiation and implementation. This was inconsistent
with treaty’s own Democratic Clause on Human Rights and internal EU commit-
ments on democratic governance.
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According to Chilean civil society organisations, the EU-Chile agreement makes
minimal mention of labour rights. In comparison, even Chile’s free trade agree-
ment with the United States appears to provide better protection of basic labour
rights, and “even in the area of cooperation it is more complete than the associa-
tion agreement (with the EU).” The EU-Chile FTA does not take into account the
asymmetries between the parties, given that the South American country exports
mining and agriculture products with little value added, or, at best, semi-manu-
factured products. In return, it imports high value-added machinery and equip-
ment.

According to Chilean civil society organisations, “the steady increase in unemploy-
ment in Chile on the one hand, and the strong increase in exports on the other,
demonstrate the disconnect between the strategy of opening up trade and creat-
ing employment.” According to ACCJR, “This is even more serious when we recall
that the government’s main argument for signing these agreements was that they
would result in job creation.”

The lack of a positive impact by exports on employment could stem from the fact
that mining, especially copper, represents a high percentage of Chile’s exports to
the EU. This confirms that primary extractive industry was one of the central
objectives of the EU-Chile FTA. In agriculture, the accord is of particular concern
because of “the huge volume of subsidies received by (producers) in the European
Union, which tend to distort international prices and make worldwide food secu-
rity thresholds unstable.”“In agriculture, there is a continued tendency to export
products with little value added, which results in the following phenomenon:
Corporate control over export agro-industry is reinforced, and the best land in
Chilean valleys continues to be dedicated to export crops rather than the produc-
tion of goods that guarantee national food security.”

Chilean civil society groups are concerned that legal protection for capital flows and
the liberalisation of national financial systems in the Southern Cone have not only
failed to produce the promised results (high investment, sustained growth and more
jobs), but have also caused serious financial, exchange and banking crises that have
repeatedly battered Latin American economies and the most vulnerable sectors of
the population. “During the 1990s, the main sources of massive flows of capital and
investment into both Chile and the entire Southern Cone of Latin America were
European. Far from leading to greater social investment in the target countries,
these investments resulted in the implementation of International Monetary Fund
(IMF) structural adjustment programs in various countries in the sub-region, such
as Brazil, Argentina and Chile. ... These programs had multiple economic, political
and social impacts on the companies that implemented them: privatisation and
commercialisation of natural resources and basic services. Far from fulfilling the
maxim that more investment would bring more trade and a higher standard of liv-
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ing, the massive influx of foreign capital brought progressive unemployment. The
increase of trade with Europe and the massive influx of capital from that region,
particularly Spain, did not help solve the region’s endemic problems. On the con-
trary, it helped make them worse”
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3 - MEXICO-EUROPEAN UNION FREE TRADE AGREEMENT
EXPERIENCES: PROMISES AND REALITIES

A quick analysis of the Mexico-EU FTA after seven years in force shows how the
objectives that were announced during negotiations and that it purportedly
promoted — support to economic growth, diversification of foreign trade,
greater investments in development and job creation, human rights protection
and others — were nothing more than rhetoric in light of the evidence of eco-
nomic and social impacts it has caused.

The official discourse, both of the Mexican government and the European
Union, exalted the agreement as a more advanced instrument for development
than the Free Trade Agreements, as it includes chapters on cooperation and
political dialogue. Nevertheless, recent trends in the Mexican economy, along
with actions by transnational corporations and political bodies of the European
Union belie this optimism and provide a convincing sample of what other
countries or regions can expect if they reach similar agreements with this eco-
nomic block.

The following table shows how the original promises have not been kept in
practice, and in many cases, the agreement has worsened the social, economic
and political situation of Mexican society.

PROMISE REALITY

The Mexico-EU FTA | GDP growth in Mexico during the first three years that

will support eco- the agreement was in effect was a mediocre 1 per cent.
nomic growth and Even though there was a relative recovery in the years
job creation since, as economic growth in Mexico is closely tied to

growth of the United States economy and its cycles, the
Mexico-EU FTA has not brought dynamism to the econo-
my during economic slumps. On the other hand, lack of
quality and well-paid jobs is one of the major structural
problems of the Mexican economy that has worsened
precisely because of the FTA. There are several cases
where European companies have weakened workers’
rights and unfairly laid off workers, such as in the case of
Continental Tyres.
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The Mexico-EU FTA
will promote an
increase and diver-
sification of
Mexican exports to
the EU.

Foreign trade and direct investments are concentrated
with the United States and the Mexico-EU FTA has done
nothing to revert this situation. European companies
have seen the country as a platform to lower costs and
export to the United States. The trade balance deficit
has risen 80 per cent since the EU-Mexico FTA went into
effect. On the other hand, there are no performance
requirements in the Agreement, and European invest-
ments remain concentrated both sectorally and region-
ally in enclaves that contribute little to the internal
development of the country. A significant portion of
Mexican ‘exports’ to Europe are transactions within
transnational companies and the main Mexican product
sold to the EU is oil.

The Mexico-EU FTA,
including the
APPRI (Reciprocal
Promotion and
Protection
Agreement), will
contribute to over-
coming inequalities
in Mexico.

These agreements have not only failed to contribute to
overcoming inequalities in Mexico, they have aggravat-
ed them by de-nationalisation and deregulation of the
national economy. The reason behind this is that the
FTA's prime objective is to create ideal conditions for
large transnational companies to maximize their profits
to the detriment of the capacity of States to direct pub-
lic policies that promote sustainable economic and
social development.

The Mexico-EU FTA
will promote
greater quality and
the arrival of new
agents will provide
the population
with higher quality,
lower cost services.

The presence of European companies in strategic sec-
tors such as water, electricity and banks has not promot-
ed enhanced quality, rather, on the contrary, an oli-
garchic market with high prices and widespread abuse
of consumers. These practices, together with the lack of
government regulations, have allowed them to acquire
large utilities, thereby supporting their global business-
es. Nonetheless, they continue pressing for increased
openness, despite not having demonstrated to date that
their presence has enhanced market conditions as origi-
nally promised.

Promises and Realities
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The Mexico-EU FTA
will support economic
growth and job cre-
ation

The inclusion of the Singapore issues (investment
protection, competition policy, transparency in gov-
ernment procurement and trade facilitation) in the
Mexico-EU FTA and APPRI (which have been rejected
within the WTO framework by developing countries)
has had a strong negative impact of the State’s
capacity to conduct social and economic policies
and measures favouring domestic growth and distri-
bution of wealth, particularly in the financial and
services sectors.

Signing the Global
Agreement is an
instrument for pro-
tecting human rights
through the inclusion
of a Democratic Clause
that provides for sanc-
tions to any country
where these types of
violations exist.

Authorities of the European Union have shown
themselves to be indifferent in relation to the con-
stant charges of human rights violations, both by the
Mexican State as well as by European companies.
The Democratic Clause is merely a decorative ele-
ment in the Agreement.

Political dialogue
enables participation
of civil society organi-
sations and sectors

European and Mexican authorities have ignored the
demands of civil society raised in the Dialogue
Venues. Practical proposals to institutionalise dia-
logue and to provide a positive sense to the
Democratic Clause have not been addressed after
five years!!

The cooperation chap-
ter enables the chan-
nelling of funds for
developing the coun-

try.

European cooperation fails to recognise the asym-
metries and is tepid in light of the inequalities
caused by the Mexico-EU FTA and the exorbitant
profits earned by European companies (particularly
Banks and the Financial Sector). Furthermore, proj-
ects resulting from cooperation have been designed
with no real consultation with the communities in
which they are to be conducted.
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The presentation of these realities should serve as a wake-up called both to civil
society and to governments of the countries with which the EU is currently
negotiating FTAs. FTAs that are negotiated under similar conditions and prom-
ising to these countries same benefits that the Mexico-EU FTA agreement
promised seven years ago.

These false promises reflect the disastrous consequences that, in many cases,
could have been avoided if the warnings and demands of CSOs had not been
ignored. In any case, resistance by social movements and civil society organisa-
tions in Mexico and Europe has not weakened. On the contrary, it is as strong
as it was in the beginning, as the negative impacts of the Agreement worsen.

Therefore civil society’s demand continue standing and are as valid today as
they were 7 years ago. Among them, we highlight:

1 - The Mexico-EU FTA has dressed itself in a “Global Agreement” that is noth-
ing more than a cloak of rhetoric and decorative clauses, such as the Democratic
Clause, which, despite CSO proposals, has not been enforced. Towards this end,
it is necessary that all trade agreements ensure that human rights be granted
primacy above mercantile rights, as described in binding rules in international
agreements (Article 103 of the United Nations Charter), granting the democrat-
ic clause a positive dimension.

2- A pending issue is that CSOs be allowed real and substantive participation
before, during and after all trade negotiations and preparation of “Country
Strategy Documents” published by the EU for cooperation and political dia-
logue, as, to date, this participation has not taken place within the context of the
EU-Mexico FTA and APPRI. Likewise, congresses and parliaments should
become more actively involved and accountable in all processes of the associa-
tion.

3 - Sustainability Impact Assessments (SIAs) have not yet been performed
within the context of the EU-Mexico FTA and APPRI, even though they should
have been conducted before its signing, and CSOs should actively participate in
these assessments, particularly those from underprivileged social sectors such
as indigenous groups. There is an urgent need that these assessments be con-
ducted, in a participatory manner by society, given the context of the EUs sup-
port to the Puebla Panama Plan (PPP), which has been rejected by many groups
in society, especially indigenous peoples, as it is a plan for business projects
accessing natural resources.

Promises and Realities
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4 - Trade opening processes must recognise asymmetries between countries,
adopt a true Special and Differentiated Treatment and protect all sensitive and
strategic sectors of local and national economies. Despite many proposals in
this area, no attention has been paid to this demand within the EU-Mexico FTA
and in exchange, European TNCs have been given the treatment of national
companies and have thus achieved NAFTA Parity.

In conclusion, the Global Agreement between Mexico and the EU should not
be used as a template for other agreements of this type. Nonetheless, the conse-
quences that Mexican society have experienced and are still experiencing as a
result of this agreement should be used as a wake-up call to the realities behind
the FTAs proposed by the EU -no matter the names under which they are pre-
sented in order to pretend they are more than FTAs: Association Agreements,
Economic Partnership Agreements, etc. The EU-Mexico FTA makes clear the
EU’s ambition of re-colonisation at the behest of its large corporations.
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NOTES

1«

The agreement overall institutionalises a high level, regular political dialogue on
all current bilateral and international issues, with a view to co-ordinating common
positions in the international arena. But more importantly, at least from my own
perspective, the deal includes a Free Trade Agreement, and I shall always remem-
ber it because I closed the deal with Herminio Blanco in late 1999”. I always call it
"the first, the fastest, the best". The first, because it was not only the first real nego-
tiation of my time as Commissioner, but also because it was the first ever transat-
lantic FTA. The fastest because it was negotiated in only a year, and it raced
through the approval procedures on both sides in record time - indeed the EU
Council and the Mexican Senate both approved the deal on 20 March 2000, and
entered into force in July 2000. And the best because it represented (at the time)
the most comprehensive agreement in terms of coverage we have ever concluded.
On what criteria is it the best ? First, in terms of product coverage in goods and
services (over 95 per cent overall). Second, in terms of its width: not just classical
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When the EU-Mexico Free Trade Agreement (FTA)
came into force in 2000, the then EU trade commis-
sioner Pascal Lamy touted its significance for the
future of Europe’s trade strategy. It has since served
as a model for further Investment Promotion and
Protection Agreements (IPPAs) between the EU and
Latin American countries and regions. Seven years
on, though, the impact of the EU-Mexico FTA is
clear. Instead of the promised economic and social
benefits, the treaty has left the Mexican state
unable to implement policies to promote local
small and medium size companies. Mexico’s finance
sector is now at the mercy of EU capital, while
across various economic sectors the FTA has
worked to the benefit of European transnational
corporations and to the detriment of Mexican
industries. The Mexican example should serve as a
warning to other countries in the global South,
argue Rodolfo Aguirre Reveles and Manuel Perez
Rocha. Where reciprocal trade and investment
agreements are made between highly unequal eco-
nomic actors, these damage national and local eco-
nomic development and benefit only a handful of
transnational corporations.

The Transnational Institute
(TNI) was founded in 1974
as a worldwide fellowship of
committed activist-scho-
lars. In the spirit of public
scholarship, and aligned to
no political party, TNI seeks
to create and promote inter-
national co-operation in
analysing and finding possi-
ble solutions to such global
problems as militarism and
conflict, poverty and margi-
nalisation, social injustice
and environmental degra-
dation.

ICCO's mission is to work
towards a world where
poverty and injustice are no
longer present. The work of
ICCO, Interchurch organisa-
tion for development co-
operation, consists in finan-
cing activities which stimu-
late and enable people, in
their own way, to organise
dignified housing and living
conditions. ICCO is active in
countries in Africa and the
Middle East, in Asia and the
Pacific, in Latin America and
the Caribbean, and in
Central and Eastern Europe.

The Mexican Action
Network on Free Trade
(RMALC) is a coalition com-
posed of trade unions, small
farmers’ and indigenous
organisations, environmen-
tal and women'’s networks,
NGOs and researchers,
which aims to analyse,
question and influence eco-
nomic and political deve-
lopment in Mexico. It has a
particular focus on trade.
RMALC was founded in 1991
during the negotiations for
NAFTA. It participates in the
Hemispheric Social Alliance
and also continues to moni-
tor and campaign on the
EU-Mexico Global Accord.




