Fuelling controversy in Central America

The US President's recent visit to Latin America has precipitated a passionate debate on biofuels in Central America
ONE of President George Bush's clearest intentions in visiting Latin America in early March was to stimulate the production and exportation of biofuels. Although barely any concrete agreements came out of Bush's tour, the US President did broach a deal with President Lula of Brazil that would encourage the two countries to share ethanol technologies. In mid-March, the Inter-American Development Bank (IDB) met in Guatemala City and joined the biofuels bandwagon in a big way, announcing a US$200 billion investment in the renewable technology. Many analysts and industry leaders are hopeful that biofuels can be a boon for the region's economies.

Others, though, are not so sure. Venezuelan President Hugo Chavez, in his 'counter-tour' of Latin America that roughly coincided with Bush's visit, questioned Bush's motives and scoffed at what he characterised as US efforts to 'turn the region into a factory that subsidises US drivers'. Meanwhile, in late February, the Forum on Food Sovereignty met in Mali and announced its own opposition to biofuel initiatives, citing concerns that food costs may rise precipitously following heightened demand for biofuel's raw ingredients: agricultural products.

Opposing energy initiatives

Although Bush's recent visit to Guatemala did not result in any definite new trade agreements, the US President's constant rhetoric surrounding the growing need for alternative energy sources has led to much optimism that not only Guatemala but the whole of Central America could soon become a major producer of bio-fuels (which include biodiesel and ethanol).

In part, this optimism is also spurred by the recent ethanol deal forged between Brazil and the US, signed in Brazil by the countries' two presidents just days before Bush arrived in Guatemala. According to America Economia (15 March 2007), the two countries are now looking to promote the production and consumption of ethanol in Central America and the Caribbean.

Those eager to see ethanol production boosted in the region received a further fillip during the IDB's 48th Annual Meeting, held in Guatemala City 15-20 March, in which the Bank's president Luis Alberto Moreno announced a plan to invest US$200 billion, over a period of 14 years, in the production of biofuels. The IDB's goal is for Latin America to produce 5% of the world's ethanol by 2020 - up from the current 1% (AFP, 20 March 2007).

The United States claims that it is serious about  producing  ethanol and reducing dependence on fossil fuels which damage the environment. But Venezuela accuses Bush of cynically manoeuvring to improve his administration's international image.

Bush says that his pro-ethanol push is part of an effort to minimise US dependence on foreign oil, specifically oil coming from the Middle East and Venezuela. 'If you depend on foreign oil, that means you depend on other countries. It's a question of security,' he told BBC World on 9 March.

Venezuelan officials insist that the US-driven ethanol project will only reduce US dependence on foreign oil by 2 to 5% (America Economia, 15 March 2007). Chavez, in his 'anti-Bush tour' of Latin America, expressed scepticism regarding the project's motives and potential outcomes.

'In order to produce a million barrels of ethanol a year (to satisfy US consumption of gasoline), one would need to plant 20 million hectares of corn, which would cover almost half of the world,' he quipped.

Countering Bush's ethanol agreement, Chavez announced the construction of a refinery in Leon, Nicaragua, set to produce 150,000 barrels of oil.

Bush's visit to Latin America was widely seen as an attempt to consolidate regional support for the US. He promised Latin America, and Central America particularly, that he would work to expand the region's exports of products such as corn, sugar, and African palm.

Central America: Ethanol's Saudi Arabia? 

Brazil is currently the world's foremost ethanol-producing country, followed by the US and Colombia, which Bush also visited on his tour. Central America, particularly Guatemala, has room to grow, experts and industry leaders say.

According to Brazilian energy consultant Luiz Augusto Horta Nogueira, 'Guatemala is one of the only countries in the world with favourable conditions for introducing the use of ethanol' (elPeriodico, 10 March 2007).

Director of the Association of Guatemalan Renewable Fuels (ACR), Aida Lorenzo told the Central America Report (CAR) that 'Guatemala could be the future Saudi Arabia of ethanol.'

'With four ethanol refineries, and two more under consideration, Guatemala could replace its consumption of pure gasoline with "gasohol", which consists of 90% gasoline and 10% ethanol,' added the expert.

The sugar industry is particularly happy about this development. Guatemalan Sugar Holdings has joined forces with Inversiones Manuelita of Colombia and Inialco of Brazil to build a new refinery in Vale de Parana, Brazil. The refinery is expected to process two million tons of sugarcane, producing 90,000 cubic metres of ethanol, and 141,000 tons of sugar per year (elPeriodico, 10 March 2007).

The rest of the isthmus anticipates gains as well. Prior to his Latin American trip, Bush met in Washington with presidents Martin Torrijos of Panama and Antonio Saca of El Salvador to discuss the possibility of creating joint energy initiatives.

The Central America Free Trade Agreement (CAFTA), which requires that bio-fuels enter member countries free of tariffs, has encouraged the construction of biofuel refineries in Central America.

In El Salvador, the Brazilian company Crystalsec and the US multi-national Cargill own one plant (Associated Press, 5 March 2007). In Costa Rica, the Spanish company Biodiesel de Andalucia (BIDA) is constructing a new refinery in the province of Limon (Prensa Libre, 5 March 2007).

Panama's Economic and Finance Ministry published a viability study in January considering the production of biofuels in that country. The study concluded that investing in such a project would be highly profitable (Inforpress, 1696).

Meanwhile in February, the Nicaraguan distillery Grupo Pellas began sending 20 million litres of sugarcane ethanol to Holland. The company has invested US$45 million in the cultivation of 6,000 hectares of sugarcane and the production of 100,000 litres of ethanol (Prensa Libre, 20 February 2007).

Nevertheless, according to the Venezuelan Minister of Finance, Rodrigo Cabezas, Nicaraguan President Daniel Ortega is opposed to supporting massive biofuel projects. 'We say it and Ortega backs us up: we don't want to turn Latin America into a factory producing sugarcane and corn for the US drivers,' he fumed.

Voices of opposition

The expected rise in the production and use of biofuels has met with criticism from diverse sectors.

Carlos Sabino, a professor at Guatemala's Francisco Marroquin University, says the project 'will cause the price of sugar, corn and the land on which they are grown to rise accordingly' (elPeriodico, 18 March 2007).

But ACR director Lorenzo told CAR that 'Central America can avoid such price jumps. Ethanol can be made from a variety of products, including sugarcane, corn, potatoes, yucca, beets, and more. If we use a variety of products, there won't be adverse effects.'

Nevertheless, the price of corn and corn products, such as tortillas, has already risen by 37% in the last few months (CAR, 26 January 2007). The burden of this increase falls disproportionately on rural communities, where land disputes are common and renting land is already expensive.

Various social organisations have spoken out against the mass production of biofuels. Guatemala's National Coordinator of Campesino Organisations (CNOC), Coordinator of NGOs and Cooperatives (CONGOOP) and Mesa Global announced in a press conference on 9 March that they essentially agreed with the Venezuelans, declaring that agricultural products should primarily be used for feeding people, rather than being refined for fuel.

'We reject Bush's "offer" to create quotas for the export of biodiesel to the US. We have seen how the cultivation of the raw materials necessary for ethanol production (sugarcane, corn, and African palm) is encroaching into territories that the campesino (peasant) population currently uses for growing grains and basic foodstuffs. This cuts into our rights to food sovereignty.'*

Organisations working on food sovereignty have begun to alert the general population of a potential crisis following a rise in the price of corn. This concern has in fact grown into a worldwide movement. The Mali Forum for Food Sovereignty, which gathered organisations from 80 countries at the end of February, included a critique of biofuel production in its final declaration.

'What are we against? We are against technology and practices that erode our capacity to produce food in the future, that harm the environment, and that put our health in danger. These include transgenic crops and animals (...) and the so-called "new and old green revolutions" and the "green deserts" of monocultures used for the production of biofuels,' the Forum announced.

Reducing worldwide reliance on oil through the production of ethanol might eventually diminish carbon dioxide emissions, but new kinds of pollution may be created in the process.

Moreover, Guatemalan environmentalists say that a monoculture of African palm may require expanding crops into currently protected areas. 
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Endnote

*  The term 'food sovereignty' was coined by the Honduran campesino group Campesino Via in 1996. The group says 'food sovereignty is the right of peoples to define their own food and agriculture... to determine the extent to which they want to be self-reliant; to restrict the dumping of products in their markets... Food sovereignty does not negate trade, but rather, it promotes the formulation of trade policies and practices that serve the rights of peoples to safe, healthy and ecologically sustainable production.'

