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EU-MERCOSUR TRADE DEAL
WILL INTENSIFY THE CLIMATE
CRISIS FROM AGRICULTURE

WAl EU-Mercosur FTA will boost trade in major
: climate-impacting ag commodities
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Emissions from increased bilateral trade in eight key farm
products are expected to go up by one-third (34%)

Beef exports from Mercosur to the EU will be the
biggest source of new emissions (82%)

The EU's climate footprint from food exports to Mercosur may rise five-fold

he images of fires raging across the Amazon in
TAugust 2019 opened peoples’ eyes around the

world to the connection between agribusiness
and the climate crisis. The forest was being burned to
make way for the production of beef, soybeans and
other agricultural commodities to increase the profits of
transnational food corporations. An important driver of
this devastation is trade. Now, a new trade agreement
threatens to further ramp up agribusiness expansion in
Brazil, with serious consequences for the climate.

Just two months before the fires captured global
attention, the European Union and the Mercosur group
of countries - Argentina, Brazil, Paraguay and Uruguay
- proudly announced that a new free trade agree-
ment (FTA) has been reached after 20 years of talks.
The deal was touted as a 21st century pact that would
push member countries towards higher environmental
standards, including strong limits on logging and defor-
estation. The EU even boasted that Brazil's new presi-
dent Jair Bolsonaro reneged on his campaign promise
to withdraw from the Paris climate accord in order to
secure this trade deal

The EU-Mercosur FTA's carbon footprint
The reality is that the EU-Mercosur FTA will cause
a serious increase in global greenhouse gas emissions.
While to our knowledge no full audit of the deal'’s climate
impact has been released, GRAIN assessed the emis-
sions from the agriculture sector by analysing provisions
in the deal setting quantitative targets for increased
trade in several key farm products. We estimate that
these commitments alone will generate nearly 9 million
tonnes of additional greenhouse gas emissions per year.
This is almost as much as the total annual emissions of

1. Kayle Crosson, "Big Phil backs Mercosur to rein in Bolsonaro on

climate”, The Green News, 2 October 2019, https.//greennews.ie

big-phil-mercosur-climate,
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the Brazilian city of Belo Horizonte, with a population of
3.9 million.?

The new EU-Mercosur FTA has been described as a
deal in which Europe gets to sell more cars and cheese
to Latin America, while Mercosur countries get to sell
more beef and ethanol to Europe. While the increased
production and export of cars and other goods and ser-
vices will clearly contribute to climate disruption, our
analysis focuses only on agriculture, a central compo-
nent of the deal. We looked at the market offers for sev-
eral high-greenhouse-gas-emitting agricultural goods.
These market offers amount to what governments on
both sides of the Atlantic promised their farmers and
agribusiness lobbies when negotiating the deal. Whether
these promises are realised, or even surpassed, remains
to be seen.

The commodities we measured the impacts of are:
beef, cheese, ethanol (from sugarcane), infant for-
mula, poultry, rice, skim milk powder and sugar. Butter
and soybean products were left out of the calculations
because, while their tariffs will drop significantly under
the deal, no quotas were set. In other words, production
and trade of these products will likely grow as a result of
the deal, but we cannot say by how much. Our figures
would be higher if they were included, since soybeans in
particular are a huge source of climate emissions.?

We calculate that the direct impact of the FTA will
be a rise in greenhouse gas emissions from these
eight farm products of 8.7 million tonnes per year (see
Annex). That's more than the city of Lisbon, Portugal,

2. Global gridded model of carbon footprints, http://citycarbon-
footprints.info/, consulted 2019-11-04.

3. See Stockholm Environment Institute, “Soy trade from
Brazil's Cerrado driving climate emissions”, December

2018, https:

soy-trade-from-brazils-cerrado-driving-climate-emissions

www.sei.org/about-sei/press-room
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Climate footprint of EU-Mercosur FTA: Emissions
J from just 8 ag commodities will rise by one third

Millions of tonnes of CO2-e per year caused by production and trade of beef,
poultry, sugar, dairy, ethanol and rice, but not soybeans or butter
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or Cérdoba, Argentina, and slightly less than Brussels.*
Put another way, it's equivalent to nearly a week's worth
of emissions produced by Royal Dutch Shell, a com-
pany responsible for 3% of the entire planet’s energy.®
Compared to the current level of emissions from trade
in these products between the EU and Mercosur, the
growth in emissions will be 34%. This is an astonishing
increase for governments that, at least in Europe, claim
to be climate champions.

How did we reach these figures?

The growth in trade was calculated by comparing the
new quotas to old quotas (or to current levels of trade
where no old quotas exist) once the FTA's transition
periods are completed. For the growth in emissions,
we assumed that the increased trade will be met by
increased production.® The emissions themselves were

4. Global gridded model of carbon footprints, http://citycarbon-
footprints.info/, consulted 2019-11-04.

5. Calculated from Climate Accountability Institute's “Carbon
Majors Report 2017" showing that Shell produced 508 MtCO2e of
scope Tand 3 emissions in 2015, https:/b8f65cb373b1b7b15feb-
c70d8ead6ced550b4d987d7c03fcdd1d.ssl.cf3.rackcdn.com
cms/reports/documents/000/002/327/original/Carbon-Majors-

Report-2017.pdf
6. This may not always be the case, but it is expected for numerous

products like ethanol, therefore sugar cane, rice and beef.
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calculated for current levels of trade and compared
to those of the new quotas using the United Nation's
GLEAM methodology. This includes all emissions from
the production of livestock, feed grains and associated
farm inputs, meat processing and refrigeration, and
transport up to, but not including, point of retail (retail
and post-retail emissions from in-home preparation,
food waste, etc. were not included).”

The top climate-impacting farm products are beef,
poultry and ethanol from Mercosur and cheese from
Europe. Two-thirds of the new emissions will be pro-
duced on the farm, including from fertiliser and manure,
while nearly 30% will come from land use changes,
including deforestation. And while much of the incen-
tive to increase production and trade will come from
quotas and tariffs, the FTA also imposes rules on geo-
graphical indications, which will create new market
rights in Latin America for European cheese producers.
Finally, it's worth noting that while Mercosur will gener-
ate the bulk of these new emissions, the emissions from
the growth of EU dairy exports to Mercosur will rise by
a whopping 497%.

7. For more details on emssions accounted for under the GLEAM

methodology see http://www.fao.org/gleam/results/en
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EU-Mercosur FTA: Where will the additional ag-related
climate emissions come from? Mostly beef

Emissions from increased production and trade generated by the deal, by source.
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Other environmental, social and economic
impacts

In addition to worsening the climate crisis, the agri-
culture provisions of the EU-Mercosur FTA carry other
threats. For example, according the French sugar indus-
try, 74% of the pesticides used in Brazil's sugar cane
farms are banned in Europe, and Brazil has just approved
a genetically modified sugar cane variety that is banned
in Europe.® The government of Brazil also allows the use
of glyphosate before harvest to speed up ripening, when
many European cities and countries are struggling to get
glyphosate banned.’ This means that unwanted GMOs
and agrichemicals are likely to enter the EU under the
cover of this agreement.

Further, the deal expands markets for agribusiness
commodities while doing nothing to support small farm-
ers or food production. Indeed, the market openings
for exports from Latin America are expected to result

8. Association interprofessionnelle de la betterave et du sucre,
"Accord UE-Mercosur sur le sucre et I'éthanol”, 2 July 2019, http.//
www.cgb-france.fr/wp-content/uploads/2019/07/20190702-AIBS-

Mercosur-Communique.pdf

9. Ibid. On glyphosate bans, see https:.//www.baumhedlundlaw.

com/toxic-tort-law/monsanto-roundup-lawsuit/where-is-glypho-
sate-banned/. We would add that as of October 2019, 102 of
the 382 registered pesticides in Brazil were banned in the EU but

produced by EU corporations in other parts of the world.
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in increased pressure on indigenous and peasant com-
munities who being driven from their lands. Another
result may be heightened disputes over water due to
demand for irrigation and cattle raising, and even more
deforestation and loss of biodiversity.”© In Europe, this
trade agreement will also promote the interests of agri-
business while further undermining small farmers, rural
communities and sustainable agriculture. In a region
where investments and economic development pro-
moted by FTAs are only captured by large companies,
the EU-Mercosur deal is expected to fire up the race to
the bottom in producers’ prices, deepening the debt and
bankruptcy already pounding Europe's rural areas.

The trade deal also masks a serious contradic-
tion. The EU’s increased ethanol imports through the
FTA are expected to be used to meet Europe's “green”
transport fuel targets. The same may happen with the
increased EU imports of cheaper soy products, which
could become attractive feedstock for Europe's bio-
diesel industry. According to the organisation Transport
& Environment, this could lead to further deforestation

10. See Silvio | Porto et al, “Nota técnica Acordo de Associacdo
entre o Mercosul e a Unido Europeia: alguns pontos criticos no
ambito agroalimentar,” Boletim LIERI, Agosto 2019, http://labora-

torios.ufrri.br/lieri/boletim-lieri-acordo-de-associacao-entre-o-

mercosul-e-a-uniao-europeia-alguns-pontos-criticos-no-ambito-

agroalimentar/
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EU-Mercisur FTA

EU-Mercosur FTA: Additional ag-related climate
emissions will near those of major cities

Cordoba

Millions of tonnes of CO2-e per year.

Belo Horizonte Brussels
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and land grabbing in countries like Brazil." EU govern-
ments could end up causing more climate destruction
abroad in order to meet their climate targets at home.

Fight FTAs to save the climate

Trade deals are powerful drivers in expanding the
industrial food system, which the International Panel
on Climate Change says is responsible for up to 37%
of global greenhouse gas emissions.”? Lobbyists for the
different sectors involved, from seeds to supermarkets,
have been pushing governments to sign and implement
these pacts since decades. They give agri-food compa-
nies and the farmers who supply them greater market
reach and investment rights - a chance to capture more
profits. In turn, the spread of the industrial food system
creates enormous pressure on our climate.”

With the food system being such an important con-
tributor to the climate crisis, business as usual is simply
not an option. Unfortunately, new trade deals reflect old
thinking—precisely the kind of thinking that created the
crisis in the first place. The EU-Mercosur FTA is not an
isolated case. Industrial agriculture is also central to the
US-China trade talks, which Trump says will double US

11. Eoin Bannon, “Mercosur deal opens door to South American
biofuels while palm oil biodiesel use reaches record high”, 11 July

2019, https.//www.transportenvironment.org/news/mercosur-

farmexportsto China."* And the upcoming EU-Australia-
New Zealand deal will likely boost European imports of
beef and dairy with higher CO, emissions intensities.”

If we are serious about cutting greenhouse gas emis-
sions, we have to take action on key global mechanisms
that promote the expansion of industrial food and agri-
culture—with trade agreements at the top of the list.
The CEOs of companies like Danone and JBS are aware
of the challenge, as their very business models - which
produce these climate emissions and rely on this trade
system - are on the line.’® But “stewardship” will not
come from compensating for the destruction, as these
companies advocate. It must come from giving way to
community-controlled, local food systems. That means
handing resources and the reins over to small scale
producers, regional processors, short circuits and local
markets. For that to succeed, we urgently need to stop
new trade deals like EU-Mercosur.

14. Isis Almeida and Josh Wingrove, “Trump says China to boost
farm spending to up to $50 billion”, Bloomberge, 11 October
2019, https://www.bloomberg.com/news/articles/2019-10-11

trump-says-china-to-boost-farm-spending-to-up-to-50-billion

15. On US-China, see Dominique Patton, “Trump's hailing of $50

"

billion in Chinese farm purchases seen as ‘'meaningless’”, Reuters,
14 October 2019, https://www.reuters.com/article/us-usa-trade-

china-agriculture-idUSKBNTWTOTG and on EU-AUS/NZ see

deal-opens-door-south-american-biofuels-while-palm-oil-bio-

diesel-use-reaches-record
12. IPCC, “Climate change and land”, August 2019. https://www.
ipcc.ch/site/assets/uploads/2019/08/Edited-SPM_Approved

Himics et al, "Does the current trade liberalization agenda contrib-
ute to greenhouse gas emission mitigation in agriculture?”, Food
Policy, 28 February 2018, https:/www.sciencedirect.com/science
article/pii/S0306919217305821

Microsite_FINAL.pdf
13. See a range of GRAIN publications on this matter at https://

www.grain.org/en/category/539-climate
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16. See speech of Emmanuel Faber, Danone, on 23
September 2019, https:/twitter.com/EmmanuelFaber,
status/11765432756391034897?s=08
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ANNEX

Table 1. EU-Mercosur FTA: Trade impact

Product Trade impact

Details

exported of FTA

Mercosur — EU

Beef +50%

Poultry

Skim milk +1.200%
powder

Butter

Quota increase from 200,000 to 299,000 tonnes/year (current trade
volume: 194,000 tonnes/year)

Additional quota of 180,000 tonnes/year on top of Brazil's current
quota of 330,000 tonnes/year (current trade volume: 392,000 tonnes/
year)

New 650,000 tonne/year quota when EU currently imports 102,000
tonnes/year

EU — Mercosur

New guota of 10,000 tonnes/year when Mercosur currently imports 771
tonnes/year

No quota, but Mercosur will slash duties on EU butter by 30% (current
trade volume: 800 tonnes/year)

Table 2. EU-Mercosur FTA: Current & additional emissions from trade in 8 key ag products

Additional emissions

(1,000 t CO,-eq)

8,705
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Table 3. EU-Mercosur FTA: Additional emissions by product

(1,000t CO,-eq) (percent)

2. Poultry 561 6%

4. Cheese 365 4%

6. Infant formula 38 <1%

||

8. Sugar <1%

n.a n.a

Butter

Table 4. EU-Mercosur FTA: additional emissions by stage of production/trade

(percent)

(1,000 t CO,-eq)

Land use change

Sea-freight transportation

Table 5. EU-Mercosur FTA: Additional emissions from trade in 8 ag products by origin

from Mercosur to EU

from EU to Mercosur
(1,000 t CO,-eq)

(1,000 t CO,-eq)

637 33,639

Projected trade emissions

Figures may not add up due to rounding
Tables are summarised from a detailed data set that is available at https.//www.grain.org/system/attachments/

sources/000/005/625/original/EU_Mercosur_Emissions_Calculations.xlsx
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GRAIN is a small international
non-profit organisation that works
to support small farmers and social
movements in their struggles

for community-controlled and
biodiversity-based food systems.
GRAIN produces several reports
each year. They are substantial
research documents providing
in-depth background information
and analysis on a given topic.

The complete collection of GRAIN reports can be
found on our website at http:;//www.grain.org

GRAIN

Girona 25 pral., 08010 Barcelona, Spain
Tel: +34 93 3011381

Email: grain@grain.org
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