British Investment in Guatemala

By Samuel Jones

In March 2012 the The Caribbean Council released an report  funded by the British Foriegn and Commonwealth office (FCO) informing the British public about the investment opportunities that currently exist in Guateamala. The report was then distributed on the website of the British embassy in Guatemala. It also coincides with the EU-Central America Association Agreement, a free trade deal which in theory should contribute significantly to the further opening of markets.

The report was focused on 5 areas:

1. Construction Infrastructure

2. Renewable energy

3. Mining

4. Agribusiness

5. Retail Fashion

The report titled, “Business Opportunities in Guatemala and El Salvador”, guides foreign investors on the different facets of the five areas mentioned above
. Nearly all the investments opportunities proposed by the Caribbean Council  are taken from the document “Invest in Guatemala”. This document is maintained by a company called PRONACOM that look to bring foreign investment to the country
.  

Construction and Infrastructure

The Patriota political party took power this year with the ex-military general Otto Perez Molina as its president. The Caribbean Council tells how the current government has contracted different international companies to improve the country’s roads and bridges
.

According to the British embassy's web site, the British company Mabey Johnson (producers of the Bailey Bridges) have already signed a contract with the Guatemalan government to improve its infrastructure
. However there exist two projects for super highways on the Invest in Guatemala document that have been heavily criticized by human rights groups. The first is the “Franja Transversal del Norte” which is an eight lane motorway that will cross the northern territories of the country to give easier access to the ports on the east and west coasts. The other is the “Corredor  Tecnologico” which aims to build a motorway from Puertos Barrios on the east  coast of Guatemala to Acajutla on the west coast in El Salvador
. 

The Caribbean Council cites the legislation in place for Public Private Partnerships which will mean that foreign companies will only be able to invest and operate on projects proposed by the government. However this will mean that once a partnership is formed it will be deemed as in the common interest of the nation and those affected will have to accommodate the project. In other words, if they are building a motorway on top of your house, you have to move or risk being evicted by the government
. 

Renewable Energy 

The Caribbean Council cites Invest in Guatemala as having 27 opportunities to invest in renewable energy, the majority being hydro-electric plants
. However 15 are in counties where the majority of population has voted against any form of mining or hydro-electric plants
. 

The report also draws attention to the Renewable Energy Law in Guatemala which was modified in 2003 (no.52-2003). The law exempts companies that produce renewable energy from paying any form of tax
. 

42% of energy in Guatemala is produced by hydroelectric plants. In 1999 the state-run company that generated and distributed electricity in the country, INDE (El Instituto Nacional De Electricidad), sold half of its shares to the Spanish company Union Fenosa with the promise that they would distribute electricity more economically and efficiently through the sub-letter Deorsa-Deorcsa
. However this was not the case: in 2009 90,358 complaints were placed against Union Fenosa for over-charging for electricity and frequent power cuts. The communities affected organized various road-blocks across the country in protest at the poor service. In response, the government placed a state of prevention in the state of San Marcos for 6 months, soldiers were placed in the street and a curfew was put upon the people. The state of prevention gives the military the power to detain anyone without a warrant. During these 6 months, 8 people who had protested against Union Fenosa were murdered
. It is common knowledge that the sub-stations and hydroelectric plants owned by Union Fenosa are located on property of the drug trafficker, El Chamale, who was captured last year. Many people believe that the murders were carried out by his henchmen in order to protect the money he receives to allow Union Fenosa to operate on his property
. 

In March, 2011 Deorsa-Deorcsa was bought by the British firm ACTIS who now control distribution of gas, petrol and electricity in most of Guatemala. At that time, Britain’s Department for International Development had a stake in ACTIS through CDC (formerly the Commonwealth Development Corporation, which represented the private investments of the British government
,
. The month after the peace agreements were signed in Guatemala in 1996, a government agreement was passed in congress to encourage trade with British companies through the CDC in post-civil war Guatemala
. 

ACTIS has also invested in geothermic plant Orzunil in Quetzaltenango
, a thermic plant in Puerto Quetzal, Escuintla
 and bio-fuel plant that cultivates and processes sugar cane in the same department via the company Derivado de Caña (Madre Tierra S.A.)
. The mass production of bio-fuels is another industry that has been heavily criticized for the negative effect that it has on the local communities. In a country where 98% of the population has to share 15% of the territory, it is extremely frustrating that plantations of sugar cane and african palm take up 104,000 hectares of land
.      

In 2012 the resistance to further privatization of the generation and distribution of electricity in and out of Guatemala has reached boiling point. The 12th of October 6 protesters were shot dead by members of the army during a road block in the state of Totonicapan in protest against the privatization of electricity and the rise in bills it has created. As a result 8 soldiers and their Coronel are facing trial for the deadly assault
.

During November 2012 scenes unfolded in Tajumulco, San Marcos after a community leader who had lead opposition to the privatization of electricity was detained. In response various communities blocked roads and detained members of the company ENERGUATE, which forms part of ACTIS, the police and the human rights ombudsman for San Marcos. The army and police were sent in however any further conflict was avoided as those detained were freed after a week. However, the community leader Florian Juarez Garcia remains in prison and the government has offered no solutions to the problem. Furthermore, the President Otto Perez Molina released a statement that the communities involved had been infiltrated by organized crime and ex-guerrillas and had robbed a large quantity of guns from the police
 .

Mining

According to the Caribbean Council; 

“There have been difficulties in the sector in the past because of poor public relations and community engagement. As in any other country, a UK company entering the mining sector in Guatemala will need to ensure proper consultation with local community interests”
.      

This is something of an understatement, even though the gold mine Cerro Blanco in Jutiapa and the cement plant in El Progreso were established without any problems from the communities affected and that the gold mine in Chiquimula still has not began operating. The cement plant in San Juan Sacatepequez and the nickel mine in El Estor have caused a number of human rights violations upon the indigenous communities surrounding the companies’ operations. 

The Fenix project in El Estor is run by the Guatemalan company CGN and over the years has formed part of the Canadian mining companies Skye Resources, HMI nickel, Hudbay Minerals and now of the Russian company Solway Investment group
. The three Canadian companies are closely linked, Hudbay Minerals being the major investor at all times. El Estor in the department of Izabal is a region characterized by land conflicts and was heavily affected during the armed conflict. Even though a license to exploit nickel had existed since the 1970's, it was not until Skye Resources bought the contract in 2005 that the project was activated. The result was the eviction of 500 families from their land in 2007. Among those who spoke out against the mine there have been different accounts of threats, imprisonment, gang rapes and murders. The majority of the crimes have been committed by the mine's private security
. Five years later, none of the 500 families that were evicted has been relocated with land. The aim of the Solway Investment Group is to now extract 590 million tonnes of nickel over 30 years. 

In San Juan Sacatepequez despite a community consultation which rejected the installation of a cement plant in 2008, the Guatemalan company Cemento Progreso installed itself. Cemento Progreso is another company that has been invested in by the CDC
. Like in El Estor, since the installation of the cement plant the local population has been victim to threats, imprisonments, gang rapes and murders, again mostly committed by the company’s private security. Similar to San Marcos, after violence occurred between community members for and against the cement plant, a state of prevention was declared in San Juan Sacatepequez by the government. During the months of the state of prevention Cemento Progreso brought in the machinery to begin operations with the accompaniment of the Guatemalan army and police
.  

The British Embassy has a very close relationship with Cemento Progreso. Many of the embassy’s social programs are channeled through the company's charity organization, Grupo Progreso
. The Embassy also sponsors Guatemalan students to study in the UK, many of whom come back to Guatemala to work with Cemento Progreso. Also the company regularly funds the annual British ball and donates prizes for its raffle
.   

Oil companies such as Shell UK and Blue Oil also have presence in Guatemala. The two companies specialize in the distribution of petrol in Guatemala rather than its exploitation
.

Agribusiness

One of the main advantages of the European Union/Central America free trade agreement is that it will facilitate the exportation of fruit, vegetables and other products like coffee to Europe. Companies like the Dublin based Fyffes have already specialized in the production and exportation of fruit in Guatemala for many years. However with the arrival of the free trade agreement has also seen British companies investing in the exportation of coffee. This year the UK's Department for Environment, Food and Rural Affairs (DEFRA) has granted £250,000 for a 3 year project, aimed at helping coffee farmers conserve biodiversity in Guatemala. This project is supported by the University of Greenwich, the National Coffee Association (ANACAFE), Fundacion Defensores de la Naturaleza (FDN), and Universidad del Valle, Guatemala City. All with the aim to “promote the value of biodiversity-friendly coffee among consumers in the UK”
.

Both FDN and ANACAFE have terrible reputations in Guatemala. FDN, which counts the British embassy as an associate, has been heavily criticized for its management of the protected area, Sierra de las Minas, in the north east of the country. This NGO is financed by companies such as Esso, Duke Energy and Shell, and it began placing petitions of eviction for the communities that in many cases had lived there for decades after buying the 242,642 hectares of land 
. It has also begun implementing water management programs supported by the Worldwide Fund for Nature(WWF) that are directing water sources for the use of hydroelectric plants, paper mills and African palm and sugar cane plantations
.

ANACAFE is an association made up of some of the most powerful families in the country as well as the federations of the coffee producing cooperatives such as FEDECOVERA . These Federations have been reported on various occasions for money laundering and misuse of the funds destined for the cooperatives that they support.

What effect these two entities bringing more quality coffee to the UK will have in the communities producing it is yet to be seen. 

Security

The report by the Caribbean Council starts out by drawing attention to the security risks involved in investing in Guatemala but finishes by explaining:

“Private security firms are well-respected in Guatemala as they are associated with being very successful in Colombia where security has been improved.
”

The British embassy has also been giving a lot of publicity for British security firms in Guatemala. The two main being Yantari and Grupo CSC who recently signed the the International Code of Conduct for Private Security Service Providers and who are recognized by the Guatemalan authorities as security companies that can legally carry fire arms
. The two firms specialize in providing physical security for individuals and companies as well as risk assessments for foreign investors
 
. 

The other British security company that is present in Guatemala that is not cited by British Embassy is Control Risk
. The British company founded in 1974 and directed by  former SAS majistrate, Arish Turle provides risk assessments for different British companies. Control risk works closely with Defense Systems Ltd (DLS) which like its associate is run by ex-members of the SAS
. In 1992 DLS and Control Risk were hired by BP to organize security measures for its oil operations in Casanare, Columbia. The result was that BP and the respective security firms were accused of human rights violations in which the security firm contracted paramilitaries to carry out extrajudicial killings, forced disappearances, torture and beatings against local activists
. According to the Carribean Council's quote above, this type of thing has been very successful in Colombia and has helped to improve security. Control Risk is not a company recognized by the Guatemalan authorities to operate in the country
. 

When considering all the human rights violations currently being perpetrated by the private security firms of international companies in places like San Juan Sacatepequez, Malacatan, El Estor and Barrillas, and the ties that the British government has with companies like Cemento Progreso, it is extremely worrying that a British company like Control Risk is operating in Guatemala.  

Human rights in Overseas Territories

Last year the Foreign and Commonwealth Office wrote a report on human rights in which it stated:

“The Overseas Territories have their own constitutions and domestic laws, with a substantial measure of responsibility for the conduct of their internal affairs. The protection and promotion of human rights in each territory is thus primarily the responsibility of the territory government. But the UK Government is ultimately responsible for ensuring the territories fulfill their obligations arising from international human rights treaties which have been extended to them
.”

Convention 169 of the International Labour Organization and the United Nations Declaration on the Rights of Indigenous Peoples are just two international human rights treaties that the British government has signed and should apply when promoting commerce in other countries. They both state that indigenous communities should be consulted before any kind of development is implemented on the territory that they have traditionally lived, cared for and worked on. This is a right that many of the companies and projects that the British embassy is currently promoting are not respecting.
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