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BOARD OF ADVISORS

QSince the WTO ministerial meet-
ing in Cancun two years ago, the
Group of 20 developing nations,
led by Brazil, has become a pow-

erful force in international trade talks.
How has the emergence of the Group of 20
affected hemispheric trade negotiations?
Do you think the G-20 will hold together?
What factors could make it gel or fall
apart?

AGuest Comment: Gary Hufbauer:
"At Cancun in 2003, the G-20
proved that it can say 'no'—and
bring trade talks to a screeching

halt. At Hong Kong in 2005, can the G-20
say 'yes?' 'Yes' would mean that industrial
powerhouses, like Brazil, India, and South
Africa, along with China, Malaysia, and
Thailand, stop their quest for a free ride on
concessions made by the United States, the
European Union, Japan, and other OECD
members. Successful countries in the
developing world must distinguish them-
selves from Niger and Bangladesh.
Successful countries, unlike the laggards,
must offer sweeping concessions on Mode
1, 2 and 3 services, and stop hiding behind
the futile quest for 'reciprocal' Mode 4 con-
cessions from the OECD. Similarly, they
must agree to slash their own market access
barriers on agriculture and manufactures.
What are the chances of 'yes' at Hong
Kong?  Slim. 'Maybe' may be the best we
can hope for from the G-20."

AGuest Comment: Mario
Marconini: "The G-20 came
together as an agricultural coali-
tion and remained so despite a

few timid attempts to broaden its scope.
Brazil and China are definitely at different
ends of the table when it comes to industri-
al products, and India has become a
demandeur in the services negotiations this
time around, contrary to Brazil's self-
acclaimed defenseur status. The interesting
thing, however, is that even in agriculture
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PHOTO OF THE DAY

Ruben Aguilar, spokesman for Mexican
President Vicente Fox, said Friday the
government had done all it can to bring
to justice former officials accused of
past repression of dissidents. Aguilar's
comments came two days after  a judge
refused to issue arrest orders against
ex-President Luis Echeverria and seven
others for a 1968 student massacre by
security forces. See story, page 2.
Photo: Los Pinos.
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Venezuela to Build Steel Complex
Using Foreign Reserves

Venezuela will use some of the for-
eign reserves it is taking from the
Central Bank to help fund a 2.1 tril-
lion-bolivar ($US 978 million) steel
complex, President Hugo Chavez
said this weekend. Last week, the
Bank surrendered over $3 billion of
its reserves to a government devel-
opment fund after the lawmakers
approved legislation in July allowing
for such transfers. Chavez provided
no details on the complex's capacity
or when and where it will be built.

Source: Bloomberg News.

PRI Candidate Looks to Win
Coahuila Governor's Race

Mexico's former ruling party
appeared on its way to an easy victo-
ry in Sunday's gubernatorial election
in the state of Coahuila, according to
preliminary results. With just over
71 percent of the ballots counted,
the Institutional Revolutionary
Party's Humberto Moreira received
56 percent of the votes, versus 34
percent for Jorge Zemeno of the rul-
ing National Action Party.

Source: El Universal.

In Latest Arms Deal with Russia,
Venezuela to Buy Three Subs

Venezuela reportedly plans to buy
three Russian submarines to mod-
ernize its navy's fleet. The purchase
of the Amur-class submarines,
which would begin in 2007, would
be the latest potential arms deal
between Venezuela and Russia.
Venezuela bought 10 attack helicop-
ters from Russia in March and
agreed in June to purchase another
five. It has also agreed to buy
100,000 AK-103 Russian-built
assault rifles, prompting US Defense
Secretary Donald Rumsfeld to ques-
tion why Venezuela needs the rifles.

Source: The Miami Herald.

Economic News

Argentina Expects to Address Debt
Holdouts as Part of IMF Deal

Argentina expects to deal with bondhold-
ers who refused to participate in the coun-
try's June debt swap as part of a new loan
agreement with the International
Monetary Fund, the country said over the
weekend in a joint statement with five
other South American nations, according
to Reuters. "The Argentine government
aspires to attain Fund financial support
for its economic program and expects to
formulate a forward-looking strategy to
address the issue of the hold-outs within
the context of a Fund program," the joint
statement by Argentina, Bolivia, Chile,
Paraguay, Peru, and Uruguay said.
However, Argentine Finance Secretary
Guillermo Nielsen warned Sunday against
reading too much into the statement.
"There's a lot of speculation on the written
statement that was passed around, but let
me tell you there is nothing in the pipeline
for the holdouts," Nielsen was quoted as
saying by Reuters. "I myself went to great
lengths to explain to investors at the time
the difficulties that were to be expected in
case they would not join the exchange."
Holders of some $20 billion in Argentine
debt, or 24 percent of the total, rejected
the government's swap offer earlier this
year. The IMF is pressuring the Argentine
government to find a solution for the
holdouts, but the government has repeat-
edly said it will not reopen negotiations.

Political News

Colombian Rebel Group Accepts
Venezuelan Offer to Host Peace Talks

Colombia's National Liberation Army
(ELN), the country's second-largest rebel
group, has accepted the Venezuelan gov-
ernment's offer to host talks with the
Colombian government, the ELN said in a
statement given to reporters on Friday,
according to Reuters. "The ELN gratefully
accepts the offer of the government and
the people of Venezuela, understanding
that it is with the solidarity among the

peoples and nations of the world that we
can build a different future for humanity,"
read the statement, dated September 16
and signed by the ELN central command.
There was no immediate reaction from the
government of Colombian President
Alvaro Uribe regarding holding the talks
in Venezuela, although it has expressed an
interest in negotiating with the ELN. The
government of neighboring Panama has
also offered to host peace talks with the
ELN. The rebel group's acceptance of
Venezuela's offer comes after the
Colombian government earlier this month
released from jail a top ELN leader,
Francisco Galan, in a bid to move the
peace process forward. In related news, the
government said Friday it had sent a letter
of protest to the French government
accusing it of making unauthorized con-
tacts with the Andean nation's largest
rebel group, the Revolutionary Armed
Forces of Colombia (FARC). In the letter,
dated September 21 and posted on the
government's Web site (www.presiden-
cia.gov.co) Colombian Foreign Relations
Vice-Minister Camilo Reyes said France
had made unauthorized contacts with the
FARC regarding the release of Ingrid
Betancourt, a dual French-Colombian cit-
izen who was seized by the FARC while
campaigning for president in 2002.

Fox Government Says it Has Done All
it Can to Punish Past Repression

The government of Mexican President
Vicente Fox said Friday it has done all it
can to bring to justice former officials
accused of past repression of dissidents,
Reuters reported. "The federal govern-
ment has done what was in its power to
investigate and find the facts, identify
those responsible and open the way for the
application of justice," Fox spokesman
Ruben Aguilar was quoted as saying.
Aguilar's comments came two days after  a
judge refused to issue arrest orders against
former President Luis Echeverria and
seven others for a 1968 student massacre
by government security forces. The judge
said he found insufficient evidence for
genocide and kidnapping charges against
Echeverria, who was interior minister and
head of national security at the time of the
massacre, and against former Attorney



General Julio Sanchez, and said that it was
too late to try the other six defendants.
Prosecutors plan to appeal the ruling. A
judge in July also found insufficient evi-
dence of genocide to indict Echeverria,
who was president from 1970 until 1976,
and his former interior minister for a 1971
massacre.

Company News

Brazil's CADE Fines Three
Steelmakers for Price Collusion

Three Brazilian steelmakers will have to
pay fines of 7 percent of their 1999 gross
sales for price fixing, the country's
antitrust regulator, CADE, ruled on
Friday. CADE's board voted 4-1 to fine
Gerdau—Latin America's largest steel-
maker—Belgo Mineira, and Barra Mansa
for violating competition rules by collud-
ing to set prices, said CADE spokesperson
Adriana Bohrer, according to Bloomberg
News. The steelmakers, which can appeal
the decision, reportedly set up a system of
fake discounts to divide the market among
them and prevent competition.
Construction company associations in
Sao Paulo state filed complaints with
CADE. Gerdau will have to pay about 160
million reais ($US 71 million), based on
1999 gross sales of 2.26 billion reais,
according to Bloomberg News. Similar fig-
ures were not available for Belgo Mineira
or Barra Mansa, a steelmaker controlled
by Grupo Votorantim, Brazil's largest
industrial group. Gerdau's shares rose
0.29, or 0.87 percent to 33.75 reais late
Friday afternoon. Shares of Belgo Mineira,
a unit of Arcelor, the world's second-
largest steelmaker, were up 1.1 percent, or
16.12 reais. The three steelmakers make
long-steel products used primarily by the
construction industry, as well as shaped
products used in automobile manufactur-
ing. In related news, executives at Alcoa,
the world's largest aluminum producer,
said Friday the company's board approved
a $1.6 billion investment in Brazil to
expand operations, Reuters reported.
Alcoa said it plans an expansion of the
Alumar alumina refinery, the creation of a
bauxite mine in Juruti, and the modern-
ization of a smelter in Minas Gerais state.
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positions are not as 'common' as one
might expect. Brazil has a lot to gain from
ambitious agricultural liberalization in
India, China, and other members of the
G-20—something which may not be in
the cards once the Group is finished try-

ing to agree on a common position. G-20
countries have a systemic interest in hav-
ing a round and a well-functioning multi-
lateral regime, and that is where agricul-
ture comes in handy. The survival of the
system is ultimately what keeps it togeth-
er. As to the Hemisphere, it might even
help if the round indeed comes to an end
because only then, with a few multilateral
issues out of the way, would regional talks
get out of the corner they have gotten
themselves into."

ABoard Comment: Jon
Huenemann: "The G-20 is
important in the hemispheric
context in that as the G-20, with

Brazil taking a leadership role, plays in the
Doha context, especially in agriculture, it
will have implications for the prospects
for the effort to eventually conclude a free
trade area of the Americas in some form.
Of course, the G-20 is a group of major
'middle powers,' such as India and China,
on the global scene as well as other devel-
oping economies, but it is Brazil that is
the most important among this group in
the Americas context as it relates to the

FTAA. I am not suggesting that Brazil
holds the keys to a successful FTAA or
Doha, but they are playing and will con-
tinue to play an important role, as will the
US. The dynamic between these two has
huge implications for both Doha and
whether free trade in the Americas is an
eventuality. My experience both through
bilateral, regional, and global—Uruguay
Round—dealings with Brazil as a US
negotiator was that pragmatism and a
common desire to find success in trade
negotiations ultimately means it is not
Brazil or the US that are the stumbling
block. In the 'green room' during the
Uruguay Round, Brazil's minister was
viewed by the US as sometimes frustrat-
ing, but ultimately a part of the success. I
suspect this can be the case again. As to
whether the G-20 will hold together, as
always in global trade negotiations
important groups with key powers form
alliances to achieve critical objectives. I
suspect the G-20 will not melt, although
in the final hours Brazil and India, for
example, may not see eye to eye on every
aspect of what is at hand, as is the case
with the US and the EU, for example. But
that is a function of what issues are at
hand at the end of the day to close the
deal, and here again Brazil and India do
not look at the world from the same lens
irrespective of the current rhetoric of sol-
idarity, which has a powerful purpose for
them now. In short, the G-20 is not going
away for now, but over time—as is the
case with all alliances for certain global
negotiations—that may change."

ABoard Comment: Beatrice
Rangel: "Trade rounds are per-
haps the most complex of all
international endeavors. To be,

sure, countries (at least those that are
democratically ruled) need to build inter-
nal consensus with multiple actors such as
trade unions, business associations, and
NGOs that are concerned with the envi-
ronment. This consensus is usually thin-
skinned; thus the best negotiating alterna-
tive for most countries is that of preserv-
ing the internal consensus. Then there are
over 100 nations with varying degrees of
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“ Brazil has a lot to gain from

ambitious agricultural 

liberalization in India, China,

and other members of the G-20—

something which may not be in

the cards once the Group is 

finished trying to agree on a 

common position.”
- Mario Marconini



economic development. And on top of
these complexities, trade rounds are also
impacted by international bureaucracies
that might or might not have their own
agendas, depending on the quality of the
top leadership. This explains why trade
rounds are paralysis prone.
Consequently, only when a unified block
of 'young Turks' emerges with the deter-
mination to get the job done, trade
rounds move ahead. The Group of 20 is
one such force. However, for the Group
of 20 to effectively impact the process it
needs to preserve unity, which depends
on whether the group is able to articulate
and propose either a procedural or sub-
stantive breakthrough. The Group of 20
has been quite effective at achieving the
goal of not letting the Round proceed
without a serious agreement on agricul-
ture. But they have stopped short of pre-
senting an alternative agenda or a proce-
dural approach to move the Round for-

ward. Should they fail to do so, the
Group will most probably disband, hav-
ing only achieved the perpetuation of the
status quo in agriculture during these
two years of paralysis."

Gary Hufbauer is a Senior Fellow at the
Institute for International Economics.

Mario Marconini is a Senior Partner at
MM Associados in Brazil and former
Foreign Trade Secretary of Brazil.

Jon Huenemann is a member of the
Advisor board, a Principal in the
International Department at Miller &
Chevalier, and a former Assistant US
Trade Representative with responsibilities
in the Americas.

Beatrice Rangel is a Member of the
Advisor Board, and President and CEO
of AMLA Consulting.
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Correction

In the Q&A in last Friday's Latin America Advisor, the last two sentences of Roberto
Teixeira da Costa's comment were not included due to an editorial error. Below is a
reprint of the question and Teixeira da Costa's full response.

Latin America Advisor: Brazilian banks such as Banco do Brasil and Banco Rural
have said they will make changes to their lending policies amid revelations the banks
were used in the country's bribes-for-vote scandal. How has the scandal affected the
credibility of Brazil's banking sector? Do you expect industry-wide reforms to
improve lending practices? What kind of reforms are needed?

Roberto Teixeira da Costa: "The nature of the problems that Banco do Brasil and
Banco Rural are facing has nothing to do with the lending practices of the Brazilian
banking sector. The cases of Banco do Brasil and Rural are very different from each
other. I understand that in the case of Banco do Brasil some appointments by the
Workers' Party to managerial positions influenced bank credit operations, which
could be criticized due to their political bias, but were not relevant to the overall
dimension of Banco do Brasil. Also, some advertising and publicity not in line with
best commercial practices may have occurred. Banco do Brasil is seen in the mar-
ketplace as a well managed institution and has built a group of very good profes-
sionals. The problems of Banco Rural are of another dimension, and their lending
to the PT and the use of their branch office in Brasilia to direct funds to cover politi-
cians' campaign expenses is questionable to say the least. Thus, the eventual reforms
that the Central Bank and the Monetary Council will consider certainly will be in
the direction of preventing situations like that. But let me re-emphasize that the
credibility of the Brazilian banking sector was not affected, as indicated by the prices
of the leading banks' shares in the Stock Exchange and the recently very successful
offering of Unibanco units in international markets, which was oversubscribed."


