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LATIN AMERICA ADVISOR

Featured Q&A With Our Board of Advisors

The US' largest underwear

maker, Sara Lee, earlier this

month said it was laying off

more than 4,000 employees in
the US and Latin America. The
announcement came almost six months
before the Multi-Fiber Arrangement
(MFA)—a global trade agreement that
allows countries to limit textile and
apparel imports—is set to expire on
January 1, 2005. What will the end of the
MFA mean for the textile- and apparel-
producing sector in Central America and
the Caribbean? Would the US-Central
America Free Trade Agreement (CAFTA)
shield the region from the impact of an
expected flood of textile and apparel
imports from Asia?

Guest Comment: Donald Planty:

"The end of the MFA will be a

challenge for the textile- and

apparel-producing sector in
Central America and the Caribbean. Sara
Lee's recent action represents the kind of
consolidation that we are likely to see more
frequently as the 2005 deadline looms. All
of the apparel-producing countries of the
region will need to become more efficient
at every stage of the process in order to
compete with Asia. This means adopting a
'total package' approach to production that
results in more process integration at all
stages—from acquiring fabric and yarn to
final shipment of product. CAFTA will not
shield the sub-region from the impact of
Asian imports, but will provide competi-

Inside This Issue

tive advantages. The area also enjoys some
built-in positives, such as geographic prox-
imity and a productive workforce.
Moreover, labor costs are rising in some
Asian countries, especially China, adding
to the cost of Asian production. Some
investment will undoubtedly leave the area
for low-cost Asian locales but CAFTA helps
level the playing field. Because of these fac-
tors, I don't think we will see the mass exo-
dus of the apparel sector from Central
America and the Caribbean that is predict-
ed in some circles."

Continued on page 4

PHOTO OF THE DAY

John Kerry gave a speech Satuday out-
lining his proposals for US policy toward
Latin America and attacking the Bush
administration's approach to promoting
democracy and trade in the region. See
related story on page 2.

Photo: Kerry for President.
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Mexico City Protesters March
Against Violent Crime, Kidnapping

Hundreds of thousands of Mexicans
marched in Mexico City on Sunday
to protest violent crime and kidnap-
pings, and to demand tougher law
enforcement and harsher punish-
ment for criminals. Participants
denied the march was a political
protest, despite accusations by leftist
Mexico City Mayor and potential
presidential candidate Andres
Manuel Lopez Obrador that the
demonstration was meant to dis-
credit him. [Editor's note: look for
related Q&A in this Wednesday's
issue of the Latin America Advisor.]

Source: Associated Press.

TIM Brazil Launches EDGE Service

The Brazilian unit of Telecom Italia
Mobile on Friday launched EDGE
mobile technology in 16 cities. TIM
Brasil Chief Executive Mario Cesar
Araujo said the company would
introduce the high-speed data serv-
ice in an additional 50 cities by the
end of the year. TIM has 10.3 mil-
lion subscribers in Brazil and an 18.6
share of the country's mobile mar-
ket.

Source: Reuters.

Mexican Economy Grew
4.2 Percent YoY in April

Mexico's economy expanded 4.2 per-
cent in April compared to the same
month of 2003, the eighth straight
month of year-on-year growth. The
biggest growth came in agriculture
(6.6 percent), followed by services
(4.3 percent) and industry (4.0 per-
cent). Last week, the government
raised its 2004 economic growth
forecast to 4.0 percent from 3.1. per-
cent due to growth in manufacturing
exports to the United States.

Source: INEGI.
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Political News

Kerry Unveils Proposal for US Policy
Toward Latin America, Attacks Bush

US Senator and presumed Democratic
presidential candidate John Kerry on
Saturday outlined his proposals for US
policy toward Latin America, attacking the
Bush administration's approach to pro-
moting democracy and trade in the
Hemisphere while promising to strength-
en US engagement in the region. In a
speech to the National Association of
Latino Elected and Appointed Officials in
Washington, Kerry called for the creation
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president's work with Latin America's
leaders. "Kerry's global pessimism ignores
the reality that President Bush is rallying
support for economic opportunity in the
Americas through trade agreements that
John Kerry opposes," said Bush campaign
official Steve Schmidt, according to the Los
Angeles Times. In his speech Saturday,
Kerry also unveiled several proposals
aimed at winning Hispanic votes, includ-
ing promises to provide access to health
care and education. Kerry is also propos-
ing to make remittances sent by Hispanic
immigrants in the US to relatives in Latin
America cheaper and to help channel the
money transfers into local community
development projects in the region,

€ While democracy has moved forward in countries like Mexico, Brazil,

and Chile, we can’t sit by and watch as mob violence drives a president

from office, like what happened in Bolivia or Argentina—or even encour-

age him to flee, as we did in Haiti.”®

of a "Community of the Americas" based
on mutual respect among neighbors.
Bush, he said, has not paid attention to
Latin America's problems. "Instead of
being a good neighbor, the president has
ignored a wide range of ills—including
political and financial crises, runaway
unemployment, and drug trafficking,"
Kerry stated. He also took Bush to task for
failing to support democratic govern-
ments in the region. "While democracy has
moved forward in countries like Mexico,
Brazil, and Chile, we can’t sit by and watch
as mob violence drives a president from
office, like what happened in Bolivia or
Argentina—or even encourage him to flee,
as we did in Haiti. We will not welcome a
government named by a military junta, as
was the case in Venezuela," Kerry stated.
On trade, the presidential contender
vowed to fight for labor and environmen-
tal protections in trade pacts with Latin
American countries and criticized the
Bush administration's "one-size-fits-all"
approach  to  trade  agreements.
Responding to Kerry's criticisms, the Bush
campaign said Kerry was ignoring the

- John Kerry

according to a policy briefing paper
released by the Kerry campaign. The brief-
ing paper attacked Bush's immigration
reform proposal that "would lock immi-
grant workers into a second-class status
that drives down wages and workplace
conditions for all working people in the
United States." Kerry would put undocu-
mented immigrants who pass background
checks on the path to legalization while
enhancing border security, according to
the briefing paper. In response to Kerry's
criticisms of Bush on Hispanic issues, five
Hispanic Republican members of
Congress said Saturday that Kerry was
attacking the president to compensate for
his inability to connect with Hispanic vot-
ers. "John Kerry has done little to nothing
for Latinos during his Senate career and
his campaign is doing little to court Latino
voters on the campaign trail," read the
statement, which was distributed by the
Bush campaign. The statement was signed
by Reps. Henry Bonilla of Texas, Devin
Nunes of California, as well as by Ileana
Ros-Lehtinen, Lincoln Diaz-Balart and
Mario Diaz-Balart of Florida.
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Former Aristide Prime Minister
Yvon Neptune Arrested in Haiti

Haitian authorities on Sunday arrested
former Prime Minister Yvon Neptune on
charges he was behind the massacre of 50
people during the February revolt against
the government of ex-President Jean-
Bertrand Aristide. Before turning himself
into police, Neptune—who had been in
hiding since Aristide fled Haiti on
February 29—denied the charges, which
he said were politically motivated. "I've
never participated nor have I ordered any
massacre; it is just political justice in
action," Neptune told Reuters, calling for
an independent investigation by the inter-
national community. Critics of the inter-
im Haitian government say it is unfairly
persecuting Aristide supporters while
allowing crimes by the former president's
opponents to go unpunished. Justice
Minister Bernard Gousse, however, said
that in the case of Neptune, the highest-
ranking official of the Aristide govern-
ment to be arrested, "judicial authorities
are just doing their job," according to
Reuters. Neptune is accused of orchestrat-
ing the massacre of 50 people in the village
of La Syrie on February 11. Journalists and
human rights activists who visited the vil-
lage 24 hours after the killings reported
seeing only five bodies. More than 200
people died during the February revolt. In
other Haiti news, Brazil on Friday took
over command of a multinational peace-
keeping force in the impoverished
Caribbean nation of eight million from
the United States, Reuters reported. Brazil
is leading a force that will eventually num-
ber 6,700 soldiers and 1,622 police, which
is in Haiti to provide security in prepara-
tion for elections in 2005. Brazilian Gen.
Augusto Heleno Ribeiro Pereira said the
force's most difficult task will be disarma-
ment. "It's a long-term mission, it's a mis-
sion that depends on the Haitian National
Police, it depends on the Haitian authori-
ties, and we will also depend on the sup-
port of the population. But not on force,"
Ribeiro Pereira stated. Chilean troops are
also participating in the peacekeeping
mission, while Argentina's lower House
earlier this month approved sending a
contingent to Haiti. US, French, and
Canadian troops are all departing.
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Economic News

Company News

IMF Mission Holds "Cordial and
Collaborative" Talks in Argentina

An International Monetary Fund (IMF)
mission in Buenos Aires has held "cordial
and collaborative discussions" about
Argentina's economy with government
officials, the IMF said Friday. In a state-
ment, the IMF said the mission had been
given assurances that the government
would meet the commitments contained
in its $13.3 billion loan agreement signed
with the Fund last September. "At this
stage, the authorities have told the mission
that policies are evolving toward ensuring
consistency with their program,” the IMF
said. The IMF is conducting a third review
of its loan program with Argentina amid
criticism the government is not doing
enough to negotiate a debt restructuring
agreement with foreign bondholders. On
June 1, the government announced a
revised offer that would increase the
amount it would pay to holders of some
$100 billion in defaulted debt, but bond-
holders groups have been mostly critical
of the new proposal, which they say still
falls far short. The IMF has conditioned
loan disbursements to Argentina on the
country's engaging in "good faith" negoti-
ations with creditors. In its statement on
Friday, the Fund said Argentina had com-
plied with the the loan's quantitative per-
formance criteria, and noted that the
country continued to emerge from its eco-
nomic collapse in 2001. "Argentina's eco-
nomic recovery continues to be strong,"
the IMF said, noting 12-month economic
growth of 10 percent during the first quar-
ter. "Inflation is well contained, the cur-
rent account remains in substantial sur-
plus, and reserves continue to accumu-
late." The IMF said the next step is for the
mission to return to Washington to dis-
cuss its finding with staff and manage-
ment, and for the government of
Argentine President Nestor Kirchner "to
continue to develop and elaborate policies
in key areas of their program," adding
"there will be ongoing discussions toward
defining policies that will achieve the
essential objectives set by the authorities
in their program."

Cemex Looking to Further
Expand in the United States

Mexican cement maker Cemex plans to
expand into the United States, company
Chairman and CEO Lorenzo Zambrano
said Friday, according to Reuters. "We only
have 15 percent market share [in the
United States] and we plan to expand that
further in the future," Zambrano told a
business forum, without providing
specifics. "We are committed to achieving
a strategic balance between organic mar-
ket growth and geographical diversifica-
tion. In some markets, like the United
States, where our market share is relative-
ly low, we will grow as much as we can." As
it moves into the US, Cemex—the world's
third-largest cement maker—may consid-
er withdrawing from areas with low
demand for cement and concrete,
Zambrano said. Cemex purchased US
cement producer Southdown for $2.8 bil-
lion in 2000, one of over 30 acquisitions
made by the company in the last 15 years.
Southdown is to be the foundation for the
Mexican company's planned expansion
into the US market.

LaSalle Purchases Mexican Property
Portfolio for $300 Million

Chicago, IL-based LaSalle Investment
Management said Friday it had acquired a
portfolio of office and industrial proper-
ties in Mexico from real estate firm G.
Accion in what LaSalle considers the
biggest such transaction ever realized in
Latin America, Reuters reported. The $300
million purchase of 53 properties com-
prising over 5.6 million square feet of
rental space was made on behalf of US,
Canadian, and European investors,
including California based public-sector
pension fund giant Calpers. "We believe
that the risks associated with investing in
Mexican real estate have been decreasing
at a rapid rate, as evidenced by the coun-
try's recent achievement of an investment-
grade rating," according to Amy Erixon
who is director of Mexican operations at
LaSalle, a branch of the Jones Lang
LaSalle group.
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Featured Q&A
Continued from page 1

Board Comment: Jon

Huenemann: "The conventional

wisdom is that the end of the

MFA will bring a greater degree
of competitive pressure on virtually all
producers around the world in light of
the expected additional competition
from China and some other low-cost
producers. Of course, the general expec-
tation is also that some China trade will
be impacted by safeguard actions that
will slow its rate of increase and shift the
product mix. The fact is that global tex-
tiles and apparel trade has been signifi-
cantly distorted by the MFA for decades,
and that era is beginning to come to an
end, which should over time benefit
competitive producers and consumers
around the world. However, tariffs on
textiles and apparel remain high in the
US and in many other countries, so in
the absence of significant tariff cuts con-
sumers will have to wait. Of course, in
CAFTA both tariffs and quotas are
addressed and that should generate addi-
tional opportunities for Central
American producers in spite of the com-
petitiveness of China and other Asian
producers. If CAFTA is continually held
up, however, those benefits to producers
and consumers will remain at bay unfor-
tunately. Central America has advantages
that are undeniable for today's emphasis
on just-in-time production methods, but
there is no question the implementation
of CAFTA would expand on those
advantages in light of the competition
from Asia. The case of Mexico is some-
what instructive in that even with
NAFTA (which is not quite the agree-
ment on textiles and apparel that CAFTA
is) and the tremendous growth in US
imports of apparel that ensued from
Mexico (a shift in sourcing as opposed to
dramatic growth in overall US imports),
Mexico is still now not really positioned
to change the fundamental fact that its
future is not in apparel production.
Central America and its workers should
benefit from the CAFTA textiles and
apparel provisions in the immediate to
medium term, but as in the case of
Mexico, Central America is not a global
low-cost producer.”
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Guest Comment: Patrick

Kilbride: "Sara Lee has long

been among the strongest sup-

porters of expanded trade part-
nerships between the United States and
the Central American/Caribbean region,
and for good reason. Apparel products
made in the region generally contain a
high percentage of US inputs—every-
thing from cotton to yarn to fabric and
findings. Apparel products made in Asia
contain virtually none. At stake is
whether US apparel companies will con-
tinue to be manufacturers or, as many
have already done, become simply
importers. It is a question that has seri-
ous ramifications for what remains of
the domestic US textile industry.
Advocates for the CAFTA have consis-
tently stressed the importance of acting
quickly to implement the pact, so that
apparel companies could factor it into
their sourcing decisions in the post-2005
quota-free world. As these layoffs show,
those decisions are already being made.
Even more important than the timing of
the vote on the CAFTA was that there be
a sufficient level of certainty in its even-
tual passage to allow apparel buyers to
source from the region with confidence.
Clearly, that confidence is nonexistent at
this point, and the region is likely to suf-
fer accordingly. The best thing anyone
can do to remedy this situation is for the
US administration and Congress to send
a strong and unambiguous signal that
the CAFTA will be enacted—and soon."

Donald Planty is President of Planty &
Associates, LLC and was US Ambassador
to Guatemala from 1996 to 1999.

Jon Huenemann is a member of the
Advisor board, Senior Vice President and
Group Leader at Fleishman Hillard
Government Relations, and a former
Assistant US Trade Representative with
responsibilities in the Americas.

Patrick Kilbride is Director of
Government Affairs at the Council of the
Americas.
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