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•  Discriminating Against Fair Trade - A CAFTA provision could discriminate against certified "fair
trade" products by prohibiting government allocation of lower tariff rates to non-government
organizations and producer cooperatives or their delegated representatives. Certified fair trade
products, which include coffee, bananas, and chocolate, set environmental and social standards for
their production. Certified fair trade products are often traded by producer-run cooperatives and non-
governmental organizations.

•  Prohibiting Safeguards for Food Security - CAFTA prohibits the use of agricultural safeguards
once a tariff on an export has been eliminated. These safeguards protect local farm economies from
import surges, including products dumped at below cost of production. Without adequate safeguards
and a ban on dumping, farmers in CAFTA countries will be unable to compete fairly with U.S.
exports of these crops.

•  Buying Off Sugar Exporters - The Sugar Compensation Mechanism allows the U.S. to compensate
Central American sugar exporters instead of offering duty-free access to U.S. markets. The
implementation of the Mechanism is entirely at the discretion of a U.S. government, which could
decide never to implement it, even if U.S. sugar producers demonstrated harm to their operations due
to a global increase in tariff free sugar imports. U.S. sugar processors have calculated that under the
CAFTA market access terms for sugar and under current sugar prices, the U.S. government might
have to pay Central American sugar exporters $28 million in the first year of the agreement.

•  Continuing Chapter 11 - CAFTA continues the highly controversial North American Free Trade
Agreement (NAFTA) provision called Chapter 11, which gives corporations the right to sue
governments if regulations, such as environmental protections, are deemed to deprive the investor of
the potential value of the investment. U.S. environmental organizations that oppose CAFTA have
noted that it violates the “Trade Act of 2002” by granting to foreign investors “rights and privileges
that go significantly beyond U.S. law,” such as the right to receive monetary compensation for the
potential effect on investment of a regulatory measure.

Read the full analysis of CAFTA on IATP's Trade Observatory - www.tradeobservatory.org.

The Institute for Agriculture and Trade Policy promotes resilient family farms, rural communities and
ecosystems around the world through research and education, science and technology, and advocacy.
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