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Featured Q&A With Our Board of Advisors

In a nationally televised speech

Monday night, US President

George W. Bush urged Congress

to pass a comprehensive immi-
gration reform hill that strikes a balance
between border security and enforcement
of the nation's immigration laws on the
one hand and legalizing the status of some
of the estimated 12 million illegal immi-
grants living in the US on the other. Do you
agree with Bush's proposals? Do you think
his speech and measures, such as the
deployment of 6,000 National Guard troops
to support the US Border Patrol, will be
enough to tip the scales in Congress in
favor of passage of a comprehensive bill?

Board Comment: James R. Jones:

"President Bush walks a difficult

line between his true instincts

about immigration and the radi-
cal right of his fractious Republican Party.
Overall, his speech offered a middle ground
that likely will spur further action on
immigration legislation that ultimately
should resemble more the Senate package
rather than the harsh House bill. Probably,
the Congress will complete legislative
action in time for the president to sign a
bill well before the elections. I think the
Senate conferees are likely to hold the line
more toward its version of immigration
legislation or there will be no conference
committee agreement and no bill at all this
year. The use of National Guard troops to
patrol the border is troublesome. First, the
Guard is not experienced in police type

Inside This Issue

actions, and unintended violence could
result. Second, putting this additional bur-
den on the Guard adds another negative in
its efforts to meet recruitment goals. Third,
it sends a signal to Mexico of a 'militarized'
border whether it is intended or not, and
that puts a serious strain on our bilateral
relations."

Board Comment:  Andrés
Rozental:  "Deploying  the
National Guard in such a dra-
matic way to mitigate a failed
national immigration policy sends an
entirely wrong message, both to Mexico
and to many in the US. Instead of adding
presidential weight to the comprehensive

Continued on page 4

PHOTO OF THE DAY

Mexican Foreign Secretary Luis Ernesto
Derbez said Tuesday Mexico would sue
the US if the US National Guard detained
migrants at the border. See story, page 2.

Photo: Wikipedia.
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Colombia Creating New Bank
to Expand Access to Credit

Colombian President Alvaro Uribe
on Tuesday announced the creation
of a new bank aimed at making
loans available to low-income con-
sumers, microenterprises, and small
and medium-sized businesses, state
news service SNE reported. The
"Banco de las Oportunidades" will
be initially funded with 120 billion
pesos ($US 49.7 million) taken from
the capital of state-owned bank
Granbanco Bancafe. Another 20 bil-
lion pesos in "seed capital" will be
used fund the new bank's reach to
remote areas.

GM to Reduce Brazilian
Workforce by 10 Percent

The Brazilian unit of US automaker
General Motors will cut 960 jobs, or
10 percent of its workforce, at its
main car plant, Reuters reported.
The job reductions at the Sao Jose
dos Campos plant in Sao Paulo
state, to be done through a volun-
tary program, are due to a decline in
exports amid a steep appreciation in
the Brazilian currency, the real, ver-
sus the US dollar. Some 208,000 GM
vehicles, or about a quarter of the
company's production in Brazil,
were sold abroad last year.

Colombia‘'s Comcel to Issue
1 Billion Pesos in Bonds

Comcel, Colombia's largest mobile
phone company, will issue a combi-
nation of ordinary bonds and com-
mercial paper for 1 billion pesos
($US 412.5 million), the company
said Tuesday. A unit of Mexico-
based regional mobile giant
America Movil, Comcel will issue
750,000 million pesos in ordinary
bonds and 250,000 million pesos in
commercial paper, Bloomberg News
reported.
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Political News

Venezuela Threatens to Sell
F-16s to Iran, then Backs Off

A Venezuelan general said Tuesday that
Venezuela could sell its US-made F-16
fighter jets to Iran, but the defense minis-
ter later said the government had no such
immediate plans, the Associated Press
reported. Gen. Alberto Muller, an adviser
to President Hugo Chavez, said he had rec-
ommended to the defense ministry that
Venezuela consider "the feasibility of a
negotiation with Iran for the sale of those
planes." Muller's remarks came after the
US on Monday designated Venezuela as
uncooperative in the war on terror and
imposed a ban on arms sales to the South
American country. In response to Muller's
remarks, US State Department spokesman

against the United States if National
Guard troops started to detain Mexican
migrants crossing into the US, the
Associated Press reported. "If there is a real
wave of rights abuses, if we see the
National Guard starting to directly partic-
ipate in detaining people ... we would
immediately start filing lawsuits through
our consulates," Foreign Secretary Luis
Ernesto Derbez was quoted as telling a
Mexico City radio station. In a nationally
televised address on Monday, US
President George W. Bush announced that
he would deploy 6,000 National Guard
troops to the US-Mexico border to sup-
port the US Border Patrol as the Border
Patrol expands in size. Bush stressed that
the National Guard "will not be involved
in direct law enforcement activities" and
said the US was not going to "militarize"
the US-Mexico border. [Editor's note: see
related Q&A on page 1.]

Defense Minister Adm. Orlando Maniglia accused the US of violating a

1982 contract by refusing to sell Venezuela replacement parts for its jets.

Sean McCormack told reporters on
Tuesday that under an agreement
Venezuela would have to get US approval
before selling the F-16s to a third country.
"And I would expect that even if such a
request were made that it would not be
forthcoming from the US," McCormack
added. However, Defense Minister Adm.
Orlando Maniglia later said there were no
plans to sell Venezuela's 21 F-16s. The idea
of selling the jets to Iran was the personal
opinion of Muller, who "is not a
spokesman of the armed forces," Maniglia
said. The defense minister did, however,
accuse the US of violating a 1982 contract
by refusing to sell Venezuela replacement
parts for its jets. According to the AP, US
officials say the contract does not require
them to supply parts indefinitely or to
upgrade the planes.

Derbez: Mexico Will File Suit if
National Guard Detains Migrants

Mexican Foreign Secretary Luis Ernesto
Derbez said Mexico would file lawsuits

Economic News

Argentina Selling Venezuela
$239 Million More in Bonds

Argentina will sell another $239 million in
bonds to Venezuela, Bloomberg News
reported yesterday. Venezuela has been
offering Argentina new debt in recent
years, since capital markets turned their
backs on the country after its multibillion
dollar bond default in 2001. Argentina will
sell the bonds, in this case 2012 dollar-
denominated "Bodens," to Venezuela at
"market prices,” the government said.
Venezuela will have purchased $1.55 bil-
lion in Boden bonds this year, on top of
more than $1 billion purchased in 2005,
Bloomberg News reported. Some market
analysts think that Venezuela will give
Argentina a slightly better deal than the
capital markets, however, which have been
hesitant to embrace Argentina under
Peronist President Nestor Kirchner's eco-
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nomic policies. Some analysts view the
Venezuela-Argentina bond deals as posi-
tive signs of hemispheric integration—
where once most sovereign capital was
raised from investors in the US and
Europe, now capital is being lent on an
intra-regional basis. Other analysts criti-
cize Venezuela for using windfall oil prof-
its for expansion of its sphere of influence
in the Americas instead of investing in its
own economic future.

Official: Mexico May Permit Private-
Sector Participation in Energy Sector

Mexico may move to allow greater pri-
vate-sector participation in the energy
sector after the country's July 2 presiden-
tial election, Secretary of Energy Fernando
Canales said Tuesday, according to
Reuters. "There are a number of reforms
being studied ... the most important,
because of the political and emotional
sensitivities of the issue, is opening the
[energy] sector to private investment
while assuring sovereignty and the capaci-
ty of the government to charge taxes on
the private sector,"
Canales was quoted as
saying. He said he
hoped the proposed
| ‘ reforms could be con-

sidered by a special ses-
“wel sion of  Mexico's
Canales Congress this summer
Photo: Mex. govt. or in the ordinary ses-
sion that begins in September. Some ana-
lysts predict an energy crisis in Mexico if
reforms are not undertaken and invest-
ments are not increased in the sector
[Editor's note: see related Q&A in the
November 8, 2005 issue of the weekly
Latin America Energy Advisor.] Canales
said the government was looking at for-
eign companies "sharing the responsibili-
ty" with state-owned oil company Pemex
and government-run power company
CFE, according to Reuters.

Company News

Spain's Endesa Reports 88 Percent
YoY Growth in Net Income

Spanish power utility company Endesa
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announced Tuesday that its net income

rose 88 percent in the first quarter of 2006 Endesa: Net Income by Region
compared to the year before. The Madrid- of Electricity Business
based company reported overall net Q1 2006 (Total 881 million euros)

income of 1.05 billion euros. Gross oper-
ating profit (EBITDA) rose 31 percent due
in part to strong results in Latin America,
which saw a 171 percent increase in net
income of 195 million euros. Latin
America contributed 18.5 percent of
Endesa's net income in the first quarter.
Total sales from Endesa's Latin American
companies in the period increased by 6.5
percent to 14,363 GWh, "driven by organ- Restof Europe
ic growth" and "underpinned by econom- 134%

ic recovery," the company said. In Latin
America, Endesa's largest businesses are in

Latin America
22.1%

R . . Spain & Portugal
Argentina, Brazil, Chile and Peru. Last pa|n64 5;:“96

month, Endesa's Chilean unit signed an
agreement with electricity company
Colbun to work on the construction of
four hydro plants with total installed
capacity of 2,430 MW.

Source: Endesa
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draft legislation slowly wending its way
through Senate hearings this week, and
insisting to the American people that
immigration reform is a matter of
national priority, Bush threw a political-
ly dangerous bone to those who would
seal the border, build fences, create more
obstacles, and stigmatize honest immi-
grant workers as a security threat to the
US. From the beginning of his adminis-
tration, the president has been unwilling
to bite the bullet on this issue. Even now,
when the call for comprehensive reform
to include a guest worker program and
an earned legalization path for the mil-
lions of undocumented workers who are
in the shadows of American society has
reached a crescendo, Bush continues to
try to keep two irreconcilable and
opposing positions happy.
Unfortunately, a decision to militarize
the border—even though troops might
only play an administrative and support
role—will neither stop the immigration
phenomenon, nor be accepted by the US'
neighbors as a viable alternative. The risk
of an incident involving armed troops at
the border is too high. Bush should stop
playing politics and spend the limited
capital he has left to get an immigration
bill through Congress that actually
makes a difference in how the US
addresses the realities of the immigra-
tion question."

Guest Comment:  Steve

Johnson: '"President Bush's

speech cautiously defined a

middle course between useless
extremes of giving migrants amnesty
and  sealing America's borders.
Unfortunately, there are plenty of people
whose opinions are close to those posi-
tions, and they are not happy about what
the president said. Some are in his party.
However, Senator Dick Durbin's
Democratic response largely echoed
Bush's themes, even though he rapped
the president's knuckles for calling in the
National Guard instead of strengthening
the Border Patrol ... Mainline conserva-
tives worry about two things—that the
president won't crack down on crooked
employers hustling cheap labor and the
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Senate's loophole-filled bill which, if left
intact in conference, would encourage
huge new migrant inflows at a time
when local communities do not have the
resources to deal with them. Left unsaid
is how the US should treat neighboring
states whose poor governance, over-reg-
ulated economies that block social
mobility, and/or weak law enforcement
regularly send migrants packing."

Guest Comment: Eric

Farnsworth: "The president's

plan attempts to strike a bal-

ance in the devilishly difficult
issue of immigration, and it's a good
start. As proposed, the plan would bol-
ster border control through added per-
sonnel and technology, while attempting
to address the needs of business to find
willing workers and to do so in a
humane, appropriate manner that
respects the dignity and aspirations of
the migrant community. The Council of
the Americas actively supports a tempo-
rary worker program as a practical, if
imperfect, means to address many of the
issues inherent in the immigration
debate. At the same time, for such a pro-
gram to work, businesses that break the
law should also be penalized. Most
employers do follow the law; those that
don't play by the rules are undercutting
the rule of law and the ability of law-
abiding companies to compete success-
fully. Obviously, Congress will determine
the ultimate shape of immigration
reform, if any, but the president's call for
reform to be undertaken comprehen-
sively is absolutely essential for a com-
promise solution to work."

James R. Jones is a member of the
Advisor board, Co-chair of Manatt Jones
Global Strategies LLC, and a former US
Ambassador to Mexico.

Andrés Rozental is a member of the
Advisor board and President of the
Mexican Council on Foreign Relations.

Steve Johnson is Latin America Policy
Analyst at the Heritage Foundation.

Eric Farnsworth is Vice President at the
Council of the Americas.
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