
QVenezuela and Guatemala are
vying for one of two, two-year
seats reserved for Latin America
on the United Nations Security

Council that is to become available in
2007. Which country will win the seat and
why? What impact would Venezuela's
presence have on the Security Council?

AGuest Comment: Russell
Crandall: "Hugo Chavez would
love nothing more than to obtain
a Security Council seat in order

to enhance the legitimacy and visibility of
his 'Bolivarian Revolution.' A Venezuela
seat could in turn stifle the Bush adminis-
tration's attempt to isolate regimes such as
Iran. What is particularly interesting is that
Chavez's strident anti-Americanism actu-
ally resonates more in many parts of the
Middle East than it does in Latin America.
Whether or not Venezuela wins the seat
will of course depend on a variety of fac-
tors. Of particular note, Chavez has repeat-
edly used 'oil diplomacy' in order to line up
votes at the OAS as well as to court poten-
tial allies such as Bolivia and Argentina. In
short, Venezuela sees the UN battle as
another key test of its ability to counter
Washington's influence in the region. The
Bush administration would be wise to
maintain a detached position and be more
willing to let other countries make the case
for Guatemala. The last thing Washington
needs is for its efforts to stop a Venezuelan
victory wind up unexpectedly provoking
greater 'solidarity' support for Chavez."

AGuest Comment: Michael Shifter:
"There are no doubt good rea-
sons why Guatemala deserves a
non-permanent seat on the UN

Security Council. Unfortunately, however,
the contest has turned into a conflict
between the US and Venezuela, with
Guatemala being largely perceived as a
proxy of the US. It is understandable that
Washington would much prefer Guatemala
to Venezuela in that slot, but reports of its
heavyhanded tactics with allies like Chile
are disturbing and are likely to prove coun-
terproductive. Chavez has undertaken an
aggressive lobbying effort aimed at obtain-
ing enough votes for the seat. Apparently,
he has been having some success, including
support of the Mercsocur countries and
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Ecuadorean presidential candidate
Cynthia Viteri yesterday named Ernesto
Davalos Salazar as her vice president
running mate. See story on page 2.
Photo: Viteri campaign Web site.



Political News

Ecuador’s Viteri Picks Davalos 
for Presidential Running Mate

Cynthia Viteri, Ecuador’s center-right
Social Christian Party presidential candi-
date, announced yesterday that she had
picked Ernesto “Netucho” Davalos Salazar,
a Quito-based businessman, as her run-
ning mate, local newspaper El Comercio
reported. Viteri, from the coastal city of
Guayaquil, chose Davalos, a member of
the board of Banco del Pichincha who
also has oil industry experience, in an
effort to bridge the two largest cities in the
Andean country ahead of the October 15
contest. Viteri has been running second in
recent opinion polls, with about 16 per-
cent support, behind Leon Roldos who

has around 24 percent of anticipated
votes. The third place contestant, Rafael
Correa of the AC party, has been polling at
11 percent, according to a Cedatos/Gallup
poll conducted last month. About 40 per-
cent of respondents in that poll remain
“unsure” about their vote. Analysts are
watching the vice presidential candidate
picks for both their importance before as

well as after the elections. “Focus on run-
ning mate choices has increased over the
past decade in Ecuador as no president has
completed his term since 1996, and vice
presidents took over in most cases.
Interestingly, many local observers believe
that such a troublesome transition could
happen again,” J.P. Morgan analyst Luis
Oganes wrote in a research note today.

Economic News

Argentina’s Congress Gives President
More Spending Power

Legislators in Argentina’s lower house
granted President Nestor Kirchner broad-
er power over the country’s budget on
Wednesday, following passage of reforms
to the Administrative Finance Law in the

Senate on July 12, Bloomberg News
reported. The reforms will allow the pres-
ident to reallocate some budgetary funds,
about 14 billion pesos (US$ 4.5 billion)
per year, without lawmakers’ approval.
The law provides “the instruments to take
the country forward and moving fast,”
Kirchner said in a speech in Rosario on
Wednesday, according to Bloomberg. The
law’s passage in both chambers of congress
makes permanent a 1994 provision that
gives the administration’s cabinet chief
power to reallocate spending in extraordi-
nary circumstances, Bloomberg reported.
Critics of the reform say the law strength-
ens the executive too much.

Company News

Gerdau Profits Up on Strong 
North America Results

Net profits at Brazil’s largest steel group,
Gerdau, rose 6.2 percent to 1.8 billion

Leon Roldos (RED) 23%
Cynthia Viteri (PSC) 16
Rafael Correa (AC) 11
Marco Proano Maya (MRD) 4
Fernando Rosero (PRD) 3
Luis Villacis (MPD) 1
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Walmex Plans to Open Bank
Branches in Mexico

Wal-Mart de Mexico SA, the
Mexican unit of the world’s largest
retailer, plans to open a bank in
Mexico to offer loans and financial
services to consumers and business-
es, Bloomberg News reported.
Walmex has thus far applied for a
banking license and will inform
investors when the permit is grant-
ed, according to Bloomberg News.
Walmex operates 817 stores and
employs 130,000 people in Mexico.
Traditional banks worry its econom-
ic clout could cut into their financial
services market share.

Honda Opens New Motorcycle
Plant in Buenos Aires

Honda Motor de Argentina yester-
day opened its new motorcycle plant
in Buenos Aires, Argentina.
President Nestor Kirchner attended
the ceremony. The new 7,000 square
meter plant has an annual produc-
tion capacity of 15,000 units, with
the potential to increase capacity to
45,000 units in the future with addi-
tional equipment and manpower,
according to a Honda release.

Latin America’s Forestry Outlook
Hinges on Planted Wood Supply

Latin America’s annual potential
wood supply from planted forests
will increase from 10.7 to 16.9 bil-
lion cubic feet from 2003 to 2020,
according to a new UN report.
Potential wood supply from natural
forests will shrink from 11.3 to 10.4
billion cubic feet in the same period,
however, the Food and Agriculture
Organization of the United Nations
said yesterday. The shift from natu-
ral forests to planted forests for
wood is being driven by increasingly
restricted access to natural forests
and greater government regulation,
the FAO said.

“ No [Ecuadorean] president has completed his term since 1996,

and vice presidents took over in most cases ... many local observers

believe that such a troublesome transition could happen again.”
- Luis Oganes

Poll: If you had to vote today and
these were the candidates on the
ballot, who would you vote for?

Source: Cedatos/Gallup poll conducted from Jul.
17 to Jul. 22, 2006. Margin of error: 2.5 per cent.



reais ($US 825.7 million) in the first six
months of this year compared to the same
period in 2005, the company announced
on Wednesday, citing gains at its sub-
sidiaries abroad. Second quarter profit this
year rose 9.3 percent year-on-year. Gross
sales revenues from Gerdau’s North
American operations accounted for 43
percent of total first-half sales revenues
this year, according to a company state-
ment. The steelmaker’s second quarter
consolidated sales revenue reached 5.9 bil-
lion reais, a 5.1 percent increase over the
first quarter. Profit generated in North
America in the first semester was 470.0
million reais, 26 percent of total profit. Net
profit in Brazil was 1.2 billion reais, in
Latin America 120.9 million reais, and in
Spain 46.2 million reais. Osvaldo Burgos
Schirmer, Gerdau’s executive vice presi-
dent and CFO, said in a conference call
yesterday afternoon that he expects steel
demand in Brazil to remain strong, espe-
cially as presidential elections near, which
“normally has positive impact on steel
demand,” he said. Brazil produced 7.3 mil-
lion metric tons, or 2.4 percent, of the
world’s 308.7 million metric tons of steel
output in the second quarter, a 1.5 percent
increase in Brazil compared to the first
quarter. The country’s long-rolled steel
production, where Gerdau leads the
Brazilian market, according to Reuters,
increased 6 percent this quarter compared
to the previous.

GM Autos in Region Setting “Record
Sales,” Executives Say

US automaker General Motors said yes-
terday its unit that includes the Latin
America region posted "record setting"
sales in the second quarter of 2006.
General Motors Latin America, Africa and
Middle East (GM-LAAM) saw vehicle
sales for the period increase by 8.4 percent
to 245,000 units, the Miramar, Florida-
based division said. For the first half of the
year, GM-LAAM vehicle sales were up 16.3
percent to 475,500 units and market share
improved by 0.7 points to 17.2 percent.
GM-LAAM posted adjusted quarterly
earnings, excluding special items, of $156
million, a “significant increase” of $131
million compared with last year’s second
quarter results of $25 million.
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Capitol Hill Watch
A weekly look at US congressional activity on Latin America

Grassley Hails US-Mexico Agreement on High-Fructose Corn Syrup

Senator Charles Grassley (R-IA) last Friday hailed a deal reached last week
between the United States and Mexico under which Mexico agreed to remove bar-
riers to imports of high-fructose corn syrup (HFCS) from the US. "I'm glad
Mexico is now coming into compliance with its NAFTA and WTO obligations,"
Grassley, a farm state senator and chairman of the Senate Finance Committee, said
in a statement. "I want to put disputes between the United States and Mexico over
high fructose corn syrup behind us. I hope this agreement will do that. Both our
countries have gained much from NAFTA, and with the implementation of this
agreement, we'll gain even more." A WTO panel ruled in March that a Mexican tax
on soft drinks made with HCFS violated global trade rules. The US had brought
the case to the WTO after Mexico, in January 2002, slapped a 20 percent tax on
soft drinks made with HFCS in a move to protect local sugar producers. The tax
was also in retaliation for US limits on Mexican sugar imports ahead of open mar-
ket access in 2008 under the North American Free Trade Agreement. Mexico was
one of the biggest markets for US exports of HFCS until the tax was imposed.
Under the agreement announced last week, Mexico will eliminate the tax and lift
its tariffs on imports of US-made HFCS.

Foreign Relations Committee Holding Hearing on Caribbean Envoy Nominee

The Senate Foreign Relations Committee is holding a hearing this morning on
President George W. Bush's nomination of Mary Martin Ourisman to be ambas-
sador to Barbados, and to serve concurrently as ambassador to St. Kitts and Nevis,
Saint Lucia, Antigua and Barbuda, the Commonwealth of Dominica, Grenada,
and Saint Vincent and the Grenadines. Martin Ourisman, a graduate of the
University of Texas, has been a consultant to the Republican party, according to
The New York Times. She and her husband, Mandell Ourisman, the owner of a
group of car dealerships in the metropolitan Washington area who she married
after a divorce in the 1990s, have contributed tens of thousands of dollars to
Republican candidates and party causes, according to information listed on the
Federal Electoral Commission's Web site. She is also active in the arts and with
local charities in Washington.

House  Republican Leaders to Hold Immigration Hearings Across the Country

US House Republican leaders said last Thursday they would hold 21 hearings
across the country through this month to build support for tough border securi-
ty measures to curb illegal immigration, Reuters reported. House of
Representatives Speaker Dennis Hastert of Illinois and Majority Leader John
Boehner of Ohio said the hearings would take place in 13 states, including border
states. "Almost everywhere that I travel around the country, illegal immigration's
a top concern," Hastert was quoted as saying. "It's a top concern among Americans
because they want our southern and our northern borders to be secure." President
George W. Bush has called on the House and Senate to approve comprehensive
immigration reform, but the two chambers must reconcile their competing bills
before the legislation can be passed. House Republicans say immigration reform
should focus exclusively on shoring up border security and law enforcement, while
the Senate bill includes a proposal to legalize at least some of the estimated 12 mil-
lion illegal immigrants living in the US. Many analysts doubt Congress will
approve an immigration reform bill before mid-term elections in November.



Russia. On its own, Guatemala cannot
possibly match Venezuela's petrodiplo-
macy, and these days the Bush adminis-
tration is not especially well-liked. So
Chavez would seem to have the upper
hand, unless Washington begins to pur-
sue more positive diplomacy, offering

carrots to mobilize support. Chavez also
needs to be careful, since he risks losing
backing of otherwise sympathetic gov-
ernments because of his declared
alliance with Iran and North Korea.
Most governments may not want to con-
front Chavez, and may not be keen to
support the Bush administration, but
they are also plainly worried about the
threats posed by Iran and North Korea.”

AGuest Comment: Mark Falcoff:
“It’s difficult to imagine that
Guatemala will win this seat,
since it is seen as a surrogate

for the United States. Also, in many Latin
American countries support for
Venezuela constitutes a cheap and easy
way to quiet left-wing opposition to such
things as free trade. In some cases, one
should not discount the real possibility
that Chavez has bought some support
with hard cash. I wouldn't make too
much of a Venezuelan seat on the
Council, however; Russia, China, and
France are already there to make life as
unpleasant for the US as possible.
Venezuela would just be another note in
the chorus.”

AGuest Comment: Angelo
Rivero-Santos: “It is difficult
to predict whether Venezuela
or Guatemala will eventually

win the two-year seat reserved for Latin
America on the UN Security Council.
President Putin’s recent announcement
that Russia will support Venezuela’s can-
didacy strengthens Venezuela’s position,
particularly after the support it received
from Mercosur, Caricom, and the likely
support it will receive from the Arab
League. Guatemala’s biggest challenge,
however, is not the fact that it is compet-
ing with a country with more leverage on
the international scene because of its oil
wealth. Its greatest challenge is the
aggressive support it has received from
the US. It has been reported that the
aggressive US lobby on behalf of
Guatemala and against Venezuela has
raised eyebrows in some capitals in the
Caribbean, Africa and Asia. Whether the
US support for Guatemala will harm or
help Guatemala’s cause remains to be
seen. However, if Venezuela receives the
support of 128 UN member-states to
secure its bid, and as the country’s
ambassador to the UN has indicated, one
should expect a push for UN reform and
an aggressive promotion of the millenni-
um goals.”
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Featured Q&A
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“ ... Chavez would seem to have

the upper hand, unless

Washington begins to pursue

more positive diplomacy ...”
- Michael Shifter


