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Political Situation

President Ollanta Humala took office on 28 July 2011, after winning the second round of the
presidential elections on 5 June 2011 with 51.4 % of the vote, against 48.6 % for Keiko
Fujimori of the Fuerza 2011 coalition.

In the 2011 elections, Humala stood as the candidate for a broad alliance which included several
left-wing parties as well as the Peruvian Nationalist Party (PNP). Although his electoral
programme called for ‘radical change’ to put an end to ‘neoliberal’ policies, better distribution
of the benefits of economic growth and initiatives to overcome social and regional inequalities,
Humala’s style and speech were far more moderate than during the 2006 elections (won by
Alan García) and he proclaimed his commitment to democracy and respect for private property
and the private sector.

The first nearly two years of his five-year presidential term have seen him distance himself from
nationalist and leftist positions. The continuation of pro-business policies and the priority given
to attracting foreign investment place President Humala’s presidency along the same liberal-
centrist lines as the two previous governments, although noticeably greater priority is given to
social inclusion policies.

At a social level, the first part of Ollanta Humala's presidency was largely marked by social
protests, particularly in opposition to mining, gas and oil extraction projects. There have been
frequent protests against mining activities in recent years, often led by indigenous and rural
communities and particularly in the Altiplano and the Amazon region. These have increased
with Humala’s accession to the presidency.

The indigenous communities justify their resistance to mining projects and other extractive
activities on the grounds of their harmful impact on the environment, and particularly on access
to water.  The frequent protests have led to violent confrontations which have in some cases
resulted in the deaths of protestors and police. In 2011, 22 people lost their lives in protests of
this type, while 24 people were killed as a result of social conflicts in 2012, according to the
ombudsman’s office.

The government’s handling of social protests, particularly during its first year in power, has been
severely criticised not only by opposition parties and indigenous and peasant movements but also by
national and international human rights organisations and institutions such as the Peruvian church. Many
people see the government’s approach as overly repressive and in sharp contrast to its public declarations
on the need to consult with local communities and seek their consent before opening mines or launching
oil-drilling projects.

The so-called law of prior consultation, which was passed in August 2011 in line with the
requirements of ILO Convention 169, makes it obligatory to hold prior consultation with
affected communities in order to obtain their consent before launching extractive or
infrastructure projects. However, the law empowers the State to make the final decision on any
project, even when it has been rejected at local level. The implementing rules have also been
criticised by a number of indigenous organisations.

In July 2012 the government was restructured for the second time and made a political shift
clearly aimed at reducing social conflict. With the appointment of the then Minister for Justice
and Human Rights, Juan Jiménez Mayor, as the new President of the Council of Ministers – the
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third in one year – the government took on a more centrist and dialogue-friendly approach.
Changes were also made in the interior and defence ministries. With these changes, President
Humala and his government appear to have regained some of the popularity lost during their
first year in office. Approval ratings for the President, which had noticeably slumped, rose to
50 % at the end of 2012, with approval of Humala’s management increasing to around 53 % by
March 2013.

Economic situation

The Peruvian economy has expanded at a considerable pace since 2002 and has been one of the
fastest-growing in Latin America, with growth rates of between 4 % (2003) and almost 10 %
(2008). In 2009, the effect of the international economic and financial crisis caused growth to
slow down to just 0.9 %, but there has been solid, swift recovery during the last few years,
recording growth rates of 8.8 % in 2010, 6.9 % in 2011 and 6.3 % in 2012.  Similar rates of
economic growth – around 6.3 % – are predicted by the international monetary Fund for 2013,
well above the regional average.

It is noteworthy that 2012’s growth took place despite a reduction in exports for the first time
since 2009. This shows that internal demand was high enough to compensate the drop in
external sales.

Economic growth has largely been based on exports of minerals, other raw materials and
primary commodities, and on an active policy to attract foreign investment. Exports of
manufactured goods rose by around 262 % between 2004 and 2011. After undergoing a slight
fall in 2009, the value of Peru’s exports reached almost USD 36 billion in 2010 and
USD 46 billion in 2011 – an absolute record. Sales of commodities have risen even more
steeply than exports in general: in 2011, the ‘traditional exports’ category (which includes
mining products, oil, gas, fisheries and agricultural products) accounted for 78 % of all exports.

In 2012, there was a slight contraction (1.7 %) in exports, which reached a value of USD 45.526
billion, mainly due to a reduction in the international price of metals (particularly copper) and
other minerals. Agricultural exports also fell, resulting in a 4.8 % drop in traditional exports. On
the other hand, non-traditional exports (with farming and fisheries products, textiles, chemical,
steel and metal products in the lead) increased by 9.1 % compared with 2011.

Growth has also been stimulated by considerable flows of direct foreign investment (FDI) over
the last 10 years. After Chile (and Uruguay in 2011), Peru has the highest proportion of DFI in
relation to the overall size of its economy of any country in Latin America, and is among the
leading recipients in the region. In 2011, Peru was the fifth most important recipient of FDI in
Latin America, after Brazil, Mexico, Chile and Colombia.

According to figures provided by the UN Economic Commission for Latin America and the
Caribbean (ECLAC), in 2011 FDI reached the record high of USD 7.7 billion, more than double
the average income for the 2000-2010 period. Figures from the Central Reserve Bank of Peru
(Peru’s central bank) show that FDI experienced strong growth in 2012 compared with the
previous year. Foreign investment focuses on the exploitation of natural resources, particularly
mining, and to some extent services.
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Forecasts for the coming years are also optimistic, with projected annual growth rates remaining
around 6 %. According to statements by the World Bank’s head economist for Latin America,
the Peruvian economy’s growth potential could be over 7 %, partly thanks to the injection of
foreign capital.

Nevertheless, the country’s dependency on commodity exports, particularly mining products,
also makes its economy vulnerable to potentially fluctuating international prices and the risk of
contractions in demand (for example, in China).

Meetings held with the DAND working group

Meeting with Hans Allden, EU Ambassador to Peru, and the Ambassadors of EU
countries represented in Lima

The Delegation Chair, Mr de Grandes, opened the meeting with the EU ambassadors in Lima,
highlighting the need to build closer links with Peru in areas of shared interest, such as the
extractive industries. He said that with its adoption of the law on prior consultation, Peru had
taken an important step towards the sustainable and mutually agreed exploitation of its natural
resources. In this context, the President had declared his intention to hold a public hearing on
extractive mining, in order to encourage an exchange of information about legislation,
procedures and best practices in the mining sector.

The EU ambassadors noted the positive macroeconomic figures and current high levels of
employment and growth in the Peruvian economy. They also referred to the government’s
interest in maintaining an open trade policy in order to attract foreign investment and promote
Peruvian exports to third countries. The legal certainty of investments was a highly pertinent
topic for both the Peruvian Government and European investors.

On the political front, the ambassadors drew attention to an undesired and premature electoral
campaign presenting the President’s wife Nadine Heredia – whose approval rating currently
stands at around 60 % – as a candidate for the next presidential elections in 2016.

The visa issue was mentioned in connection with the recently implemented EU-Peru Trade
Agreement, as it often presented an obstacle to visits by Peruvian business representatives to
the EU.

Meeting with the Environment Minister, Manuel Pulgar

During the meeting with the MEPs, the Environment Minister pointed out that Peru was
undergoing significant economic growth and a considerable increase in exports. Where the
export of raw materials was concerned, it was important to strike a fair balance between the
need to exploit natural resources and protection of the environment.

The Minister noted a number of difficulties with regard to implementing the law on prior
consultation, particularly in terms of defining indigenous communities. Peru was a country
with 14 to 17 linguistic families and around 52 ethnic groups, most of them originally
Amazonian. Because of the extreme complexity of the situation, the Ministry of Culture was
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to create a database of Andean indigenous communities.

At regional level, the Minister recalled the far-reaching ideological debate between the ALBA
countries (based on concepts such as ‘good living’, Pacha Mama, etc) and the Pacific Alliance
countries, which have a more economic approach.

He went on to examine the connections between the extractive industries and social conflict.
With the empowerment of the Amazonian peoples, levels of conflict had rapidly increased.
Mining projects, which were often carried out in poor and/or indigenous areas, had a
disastrous impact on the environment and traditional community life styles. A new special
committee had been created, made up of nine ministries, in order to prevent conflicts arising
and strengthen early response capacities.

Other initiatives in the same sphere included the creation of a National Environmental
Certification Service, to issue environmental certificates to mining projects (and others), the
introduction of an environmental tax to fund environmental surveillance (to monitor and
combat illegal extractive activities) and the creation of consultation forums where
environmental assessments were discussed with the indigenous communities.

The agenda for 2014, which was still under discussion, included assessment plans for state
enterprises and environmental rules for intensive agriculture.

Concerning the protection of investments, Mr Pulgar indicated the need to attract foreign
investment to promote technological research and development, while stressing that Peru
would not be loosening any of its environmental rules to attract further investment.
Mechanisms had been introduced to ensure that all investment requests were replied to within
a previously established time-frame.

Meeting with the High Commissioner for Social Dialogue and Sustainability, Vladimiro
Huaroc

The High Commissioner opened the meeting with the MEPs by pointing out that Peru’s
current phase of economic growth and development was matched by social conflicts, most of
them linked to the impact of investment in the extractive industries. Past errors had resulted in
citizens losing trust in the government. The state had, in particular, failed to accompany the
investment process or set and apply clear rules. This lack of interest on the part of previous
governments had created social, cultural and environmental unrest and a general mistrust of
investment on the part of the population.

To restore trust and initiate a dialogue with the affected communities, the Government had
created the Office for Dialogue and Sustainability, whose mandate was to develop strategies
and programmes to ensure the state’s presence, guarantee that communities would be
protected and oversee investments.

The result was that in nine months the number of conflicts had fallen by 30 % and there had
been no acts of violence. The High Commissioner stressed that it was an extremely long-term
policy which would only succeed if it was matched by clear policies addressing the extractive
industries. In order to respond to conflicts at an early stage, consultation centres had been set
up where issues could be discussed with local communities. Given the severe political
fragmentation in Peru, the government felt it was necessary to create a dialogue involving all



PE490.723v01-00 6/11 PV\1002994EN.doc

EN

players: social agents, civil society, the private sector, etc.

In response to a query from the EP Delegation about funding and assessment of these
measures, the High Commissioner said that his office published detailed monthly reports on
the various conflicts and how they were resolved. So far, 32 conflicts had been resolved,
thanks to the state’s clear commitment and strong presence and to a significant increase in the
budget allocated to this area.

Meeting with Eduardo Ferreyros Küppers, General Manager of COMEX

Eduardo Ferreyros, the former minister for trade and main negotiator of the Free Trade
Agreement with the United States and the EU, opened the discussion by introducing
COMEX, the association of export companies, which promoted free trade values and
represented 70 % of Peru’s export companies.

Mr Ferreyros said that in regard to the trade agreements, the key element was the legal
certainty that the agreements would be complied with. President Humala had kept his promise
not to change the country’s economic direction and that this had made it possible to conclude
and ratify the agreement with the EU. He pointed out that the main point of interest in the
agreement with the EU was investment, not exports. This made it vital to guarantee legal
certainty, which was firmly rooted in the Trade Agreement and in the Peruvian constitution
itself, which included clear and strict rules on expropriation.

When it came to the economic approach of the Latin American countries, Mr Ferreyros
recalled that Peru supported the same principles as Chile or Colombia and pointed to the
creation of the Pacific Alliance, which promoted free market values and of which Peru was a
member. He felt that the economic policies of the ALBA countries were misguided and would
not contribute to the development of their peoples.

As far as state policies in other areas were concerned, Mr Ferreyros saw a need to push ahead
with defining and regulating public consultations, clearly establishing how such consultations
would be carried out and with whom.

In relation to social programmes, his view was that the state invested heavily in ‘supportive’
social programmes which failed to achieve the desired results, rather than launching
programmes to make it easier for people to emerge from poverty. He also felt that the state
should focus more on promoting education as a tool for development and sustainable growth.

In response to questions from Delegation members, Mr Ferreyros said that Peru was currently
negotiating a Free Trade Agreement with China. In terms of the volume of exports, China
would become Peru's main trading partner. Nevertheless, China mainly imported raw
materials and Peru was increasingly interested in exporting products with added value.

Meeting with Carmen Masías, executive president of the managing board of the
National Committee for Development and Life without Drugs (DEVIDA)

During the meeting with the MEPs, Carmen Masías, the executive president of the managing
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board of the National Committee for Development and Life without Drugs, pointed out that
President Humala's government was the first to have a clear anti-drugs strategy. The EU was
an important ally for Peru in this sphere, as both sides had launched projects to support
sustainability, the environment and human rights, with a view to encouraging alternative
forms of development. In this respect, Peru’s model region was San Martin, which had
received USD 8 million from the EU and in which the area under coca plantation had been
reduced from 25 000 hectares to barely 3 000 ha.

The global strategy to combat drugs also included measures to control supply. There were at
present in Peru 62 000 ha of coca plantations and 60 % of the cocaine produced in Peru ended
up in Europe. President Humala had a personal commitment to the fight against drugs
trafficking and had budgeted USD 320 million to support it. This year’s target for the
erradication of coca plantations was 25 000 ha.

Regarding international cooperation in this sphere, Ms Masías said that Peru had developed
tripartite cooperation to combat drugs trafficking with its neighbours, particularly with
Bolivia and Brazil, the latter being at present the country with the world's second-largest
consumption of cocaine. Nevertheless, the problems of illegal drugs and drugs trafficking was
becoming more prevalent throughout the Latin American continent and had a direct impact on
state security and citizens’ safety. The situation was particularly serious in Mexico, where
drugs’ trafficking was linked to organised crime, violence and penetration of the state’s
structures by criminal groups.

Drug consumption surveys were carried out every two years, in order to apply effective
policies. The latest reports had shown that although coca consumption was relatively stable,
that of other drugs, particularly synthetic ones, was on the rise.

In conclusion Ms Masías explained the main challenges when it came to launching policies
aimed at promoting alternative development, mainly based on coffee and cocoa production.
Although Peru had the best cocoa in the world, cocoa plants took three years to mature and
plantations needed to cover at least three hectares to make a profit. On the other hand, coca
eradication was extremely complicated and had to be carried out by hand, often on land which
was extremely difficult to access.  Despite all the difficulties, Peru was firmly committed to
alternative development and the eradication of coca throughout its territory.

Meeting with Teresa Nancy Laos Cáceres, Minister of Labour and Job Promotion

Ms Cáceres spoke about the employment situation in Peru, noting that formal employment in
urban areas had registered 39 months of sustained growth. Unfortunately, Peru’s labour
market was still characterised by high levels of informal employment (60 %). This was a
multifaceted phenomenon affecting millions of people who worked informally. The
government was at present considering measures with a multisectoral focus.

In order to improve the situation on the labour market and increase the level of formal
employment, the government had introduced a series of programmes to support workers,
micro-enterprises and SMEs. The aim of these programmes was to contribute to the growth of
the labour market within a competitive framework of dignified employment, develop services
to improve employability as a means of social inclusion and increase levels of professional
training and workers’ ability to adapt to the needs of the labour market.
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Special attention was being paid to youth employment, with the introduction of programmes
which could help channel resources from various sources, including the state, towards
providing training allowances to increase the number of young people entering the formal
market, particularly those from poor and extremely poor backgrounds.  These programmes
were not aimed solely at vulnerable young people (members of various ethnic groups,
disabled persons, etc), but at all young people in rural and urban areas. Peru's youth
unemployment rate was currently 7.8 %.

Lastly, the minister spoke about the programmes aimed at promoting public policies for
corporate social responsibility based on a dialogue between the state, society and the private
sector. She noted that as part of measures to ensure labour standards are respected, labour
inspection superintendency offices had been set up and specific policies adopted in the area of
health and safety at work.

Meeting with Dr Henry Ávila Herrera, Deputy Minister for Human Rights and Access
to Justice

The issue of social conflicts was also discussed during the meeting with the Deputy Minister
for Human Rights, Henry Ávila Herrera. The Deputy Minister stressed that the positive aspect
of such conflicts was that they aired the aspirations and wishes of the communities and made
it possible for a dialogue to be launched with the government.  The Government had therefore
created the Office of the High Commissioner for Social Dialogue and Sustainability, which
was responsible for identifying points of conflict and strengthening response mechanisms. Mr
Ávila also noted the existence of the law of prior consultation, which was accompanied by a
register of communities.

Since the Peruvian Government saw human rights as a cross-cutting issue which needed to be
taken into account in all public policies, it had set up a National Council of Rights, which was
a multisectoral body responsible for issuing opinions and advising the executive power on the
development of public policies, programmes, projects, action plans and strategies in the field
of human rights, and particularly in connection with the National Human Rights Plan.

Responding to questions from the Delegation, Mr Ávila added that Peru was not yet ready to
implement laws upholding the rights of people of the same sex.  In fact, neither that issue nor
therapeutic abortion was included in the National Human Rights Plan.

Concerning women’s rights, the deputy minister indicated that the government had
implemented the 2009-2015 National Plan to combat violence against women, which was a
continuation of national policy aimed at eliminating all forms of violence against women,
such as family, sexual and psychological violence, feminicide, human trafficking, sexual
harassment and homophobia. The Plan provides for the construction of a society in which all
women, regardless of their age, civil, socioeconomic or educational status, ethnicity,
capabilities, occupation, sexual orientation or other considerations are guaranteed the right to
a life free of violence and to be treated with dignity, and in which equal relations exist
between men and women and discriminatory sociocultural patterns are eliminated, within a
framework of safety and full respect for human rights.
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Friday 3 May

Meeting with Victor Isla Rojas, President of the Congress and of the EU-Peru
Parliamentary League of Friendship

At the meeting with the members of the EU-Peru League of Friendship, the parliamentarians
exchanged views on the EU-Peru Trade Agreement and its recent entry into force. Both sides
hoped that the Agreement would have positive results in terms of trade exchanges and
investment.

The President of Congress, Victor Isla Rojas, recalled that there were no major political
parties in Peru, which meant that decisions had to be discussed and consulted across the
whole political spectrum. Despite this extensive political fragmentation, the Trade Agreement
with the EU was unanimously adopted.

Mr Isla Rojas noted that although the Trade Agreement was likely to bring major benefits, a
number of sectors were opposed to investments, particularly in the extractive sector, where
they were being questioned by local communities, which were usually also indigenous ones.
The parliamentarians agreed that Peru should not stop exploiting its natural resources, as they
generated major benefits for the country and enabled it to fund the many social policies
introduced by President Humala’s government, but that differing points of view had to be
taken into consideration and action should be taken on the basis of seeking consensus across
the population.

In conclusion, there was an exchange of views on the legal guarantees offered by the Trade
Agreement, which represented the cornerstone for investments and for strengthening trade
relations between both parties.

Meeting with Lourdes Flores, Popular Christian Party

On the afternoon of Friday 3 May 2013, the Delegation met with Lourdes Flores, a Peruvian
lawyer, politician and former presidential candidate for the Popular Christian Party, of which
she was previously the leader. Although she gave up the party leadership in 2011, she
continues to be politically active.

Despite being a member of the opposition, Ms Flores expressed a positive opinion of
President Humala’s leadership.

The MEPs exchanged views with Ms Flores on the Trade Agreement with the EU and Peru’s
trade and economic policy. The Popular Christian Party firmly supported the Free Trade
Agreements, considering them to be vital to Peru’s development. Ms Flores also recalled that
the number of FTAs which Peru had concluded with various other countries was proof of the
guarantees of legal certainty that it provided to foreign investors.

In conclusion, Ms Flores mentioned the Pacific Alliance, the free association of countries
seeking to promote the principles of free trade and develop their economies on that basis, and
said that she saw Peru’s participation in the Alliance as a positive step.
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Saturday 4 May

Visit to the EU co-funded project ‘Rights, inclusion and participation: Amazonian
indigenous peoples in metropolitan Lima’

On Saturday, 4 May 2013, the Delegation travelled to the Cantagallo community in order to
visit a project co-funded by the EU: ‘Rights, inclusion and participation: Amazonian
indigenous peoples in metropolitan Lima’.  The project aims to develop a space in which the
indigenous Amazonian peoples who have migrated to Lima can become more visible, with
greater participation and political representation, thereby helping to create a more democratic
and intercultural urban management of the city.

The project aims to help indigenous people living in Lima to develop their social skills and
gain awareness of their rights, while valuing their ancestral knowledge and accepting the
practices traditional to their cultures in order to interact and penetrate their areas of social
reference. It also seeks to help strengthen social organisations formed by indigenous groups in
Lima, enabling them to participate and put forward proposals in public areas for political and
citizens’ participation at local level.

Another of the project’s goals is to train and create awareness at the level of the authorities,
local civil servants and academic and cultural institutions, so that they allow for and include a
focus on rights, interculturality and gender in relation to indigenous groups as part of their
public management.

The main activities carried out within the framework of the project to achieve its goals
include the implementation of training programmes, legal and psychological aid,  deployment
of information and citizens’ awareness campaigns to encourage the recognition of Amazonian
indigenous peoples and training seminars with the authorities and public employees..
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