
QDemocrats are promising to pro-
mote US energy independence
following their takeover of both
houses of the US Congress in

midterm elections last week. What leg-
islative initiatives on energy independ-
ence do you see in the 110th Congress, and
what are the possible ramifications for
Latin America's energy sector? 

AGuest Comment: David Goldywn:
"The Democratic energy security
agenda will be focused on pro-
moting biofuels, creating a com-

mercially viable platform to develop
renewable energy, and fresh approaches to
reducing greenhouse gas emissions ...
Biofuels will be the top priority; expect an
increase in the ethanol mandate but also
support for the use of wood chips and soy-
beans to double the use of all biofuels by
2012. The primary vehicle will be extend-
ing production tax credits to 2015, as well
as tax benefits for small biofuels producers.
Democrats will work to create a stable
investment climate for renewable energy by
extending solar and wind production tax
credits to 2012 to reward long-term invest-
ment, and creating a renewable energy
portfolio standard. Look for fresh—and
bipartisan—approaches to climate change
policy, including a more flexible approach
to nuclear energy. Democrats will look at
ways to build on California's emerging
emissions reduction system, as well as
national cap and trade systems, but also at
flexible ways to allow emitters to gain cred-

it for reducing emissions, such as invest-
ments in clean energy production.
Gasoline or carbon tax and enhanced
CAFE standards—the only measures that
will have large impacts on oil consumption
in the near future—will not be on the
agenda. The Senate will push for a national
campaign to reduce oil and natural gas
consumption, and expansion of the range
of hybrid vehicles eligible for tax credit.
The direct impact on the Hemisphere will
be minimal—US demand for oil and gas
will grow modestly through the 110th
Congress. Oil and gas prices will remain
high, and the destructive push for greater
state control in the key producers will con-
tinue, even as production slips. The sugar
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Rafael Correa has pulled to within a near
tie with Alvaro Noboa. See story on
page 2.
Source: Reuters.
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Political News

US Official: Venezuela's 
Chavez Losing Influence

Venezuela's President Hugo Chavez is los-
ing influence because of his verbal attacks
on US President George W. Bush and oth-
ers, a senior US State Department official

said Wednesday,
according to Reuters.
"People see him for
what he is, he is some-
body who divides, who
throws little bombs—
rhetorical bombs into
rooms—and he seeks
to tear people down,"

Undersecretary of State Nicholas Burns,
the number two official at the State
Department, was quoted as telling a secu-
rity conference at the Department. He said

Venezuela's recent failure to win a two-
year seat on the United Nations Security
Council was as a consequence of Chavez's
attack on Bush in a speech to the UN
General Assembly in September, in which
he called the US president "the devil." The
seat ultimately went to Panama. "The
speech he made that was so critical and so
objectionable and critical of President
Bush—that backfired," Burns said. "I
think Chavez is losing influence." Burns
also said he hoped Bolivian President Evo
Morales would switch his allegiance away
from Chavez in favor of more moderate
Latin American leaders. "We would like to
encourage President Morales to go with
the mainstream [in Latin America],"
Burns said, according to Reuters.

Polls Show Correa Closing Gap to
Near Tie with Noboa in Ecuador

Left-leaning former Economy Minister
Rafael Correa has narrowed the lead of his

opponent, banana magnate Alvaro Noboa,
to just a few percentage points and are
near a technical ties ahead of Ecuador's
November 26 presidential run-off vote,
two new polls showed on Wednesday,
according to Reuters. A Cedatos Gallup
poll of 5,320 people found that 48 percent
of Ecuadorean voters planned to cast their
ballot for Correa, up seven points from a
November 3 poll, while support for Noboa
dropped seven points to 52 percent. The
survey had a margin of error of three per-
centage points. Meanwhile, a poll by
Informe Confidencial found that sup-
port for Correa had risen to 37 points,
while Noboa fell to 40 percent. Analysts
attributed Correa's rise in the polls to a
softening of his rhetoric since finishing
behind Noboa in the first round on
October 15. Correa has since retreated
from promises to institute sweeping polit-
ical reform, distanced himself from
Venezuela's Hugo Chavez, and toned

down his criticism of the US. "Noboa, on
the other hand, seems to have lost steam as
the novelty of his charity campaigning is
wearing down; even his formula to hand
out one computer, one 1,000K micro-
credit, and one wheelchair per visit seems
stale by now," HSBC said in a research
note this morning. "He [Noboa] also
seems to have toned down the pace of his
campaign perhaps feeling too comfortable
with the ample 18 [percentage point] lead
given to him by previous polls."

Company News

Mexican Finance Ministry Says 
it Will Approve Walmex Bank

Mexico's finance ministry said Wednesday
it supported retail giant Wal-Mart de
Mexico's (Walmex) request to offer bank-
ing services and said it would grant formal
authorization within two weeks. In a press
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Court Certifies Ortega as Winner
of Nicaraguan Presidential Vote

Nicaragua's Supreme Electoral
Council on Tuesday night officially
certified Sandinista Daniel Ortega as
winner of the country's November 5
presidential election, the Associated
Press reported on Wednesday. With
all the ballots counted, Ortega
received 37.9 percent of the vote,
compared to 28.3 percent for run-
ner-up Eduardo Montealegre. To
win outright in the first round,
Ortega had to receive at least 40 per-
cent of the vote, or 35 percent and a
5 percent margin over the second-
place candidate.

World Bank Postpones Vote on
Uruguay Pulp Mill to Tuesday

The World Bank's board of directors
has postponed until next Tuesday a
vote on whether to fund construction
of a controversial pulp mill on the
Uruguayan side of a river that divides
the country from Argentina, Reuters
reported. The vote, originally sched-
uled for today, was delayed at one
board member's request. Argentina
has protested the project on environ-
mental grounds and is challenging the
case in an international court as well
as through Mercosur.

Venezuela Slaps Italy's Eni 
With $6.0 Billion Back Tax Bill

Venezuelan tax agency Seniat said
Wednesday that Italian oil company
Eni owes the government 12.8 bil-
lion bolivars ($US 6.0 million) in
back taxes from 2005. In a state-
ment, Seniat said Eni had 15 days to
pay the amount. The tax demand
came after Eni filed an arbitration
claim last week over Venezuela's
seizure this year of the Dacion oil
field that it was operating. Venezuela
seized the field in April after talks
over changes to the company's con-
tract collapsed.

“ People see him for what he is, he is somebody who divides, who

throws little bombs—rhetorical bombs into rooms ...”
- Nicholas Burns

Burns
State Dept. file photo.



release, the ministry said the launch of
banking operations by Walmex, a unit of
US retail giant Wal-Mart Stores, Inc.,
and four other banks—Banco Facil,
Banco Comercial Del Noreste,
Bancoppel, and Prudential Bank—in
the country "will generate greater compe-
tition to the benefit of financial services
customers." The new banks will also target
"segments of the population that tradi-
tionally have not been served by banks"
and "will achieve a greater penetration of
banking services among the population."
Walmex's planned foray into banking
services has provoked protests in Mexico,
with activists in recent days urging con-
sumers to shop at traditional, open-air
markets, according to Reuters. It has also
stirred concerns that Walmex could end
up dominating control of the flow of the
nearly $25 billion in annual cash transfers
sent by Mexican workers living in the
United States. Currently, close to 70 per-
cent of remittances sent to Mexico are
channeled through local branches of
Citigroup and Spain's BBVA, according
to Reuters. Walmex, Mexico's largest
retailer with some 872 units across the
country, has stepped up its advertising in
recent days in what analysts say is an effort
to win popular support, Reuters reported.

Mexican Airport Operator GACN
Files for IPO in Mexico, Abroad

The Mexican government plans to sell its
48 percent stake in airport operator
Grupo Aeroportuario del Centro Norte
(GACN), the company announced
Wednesday. GACN said it filed a request
with the US Securities and Exchange
Commission to sell the government's
shares through an initial public offering in
Mexico and abroad. GACN said it expect-
ed the offer to raise $300-345 million. The
company operates 13 international air-
ports in nine states in northern and cen-
tral Mexico, including the industrial hub
of Monterrey. GACN is the latest airport
operating group to be sold off by the
Mexican government, according to
Reuters. In February, the government sold
its 85 percent stake of Grupo
Aeroportuario del Pacifico for $1 billion.
No date has been set for the sale of its
stake in GACN, according to Reuters.
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Capitol Hill Watch
A weekly look at US congressional activity on Latin America

GAO Report Finds Myriad Problems with US Pro-Democracy Grants for Cuba

The US Agency for International Development and the US State Department
have furnished poor supervision over funds targeted to democracy-building
efforts in Cuba, according to findings in a Government Accountability Office
(GAO) report published on Wednesday. The congressional watchdog studied
grants awarded to Cuban dissidents and other pro-democracy groups between
1996 and 2005 totaling $73.6 million, and found inadequate communication
between US government agencies, "most critically about grantees' on-island
activities," and uncompetitive bidding processes in 95 percent of USAID's grants.
In at least three of 10 cases under particular scrutiny, the GAO found that
grantees did not have proper accounting and made "questionable expenditures,"
purchasing items such as Sony PlayStations, a gas chainsaw, cashmere sweaters,
crab meat, and Godiva chocolates to send to Cuba. In addition, a lot of the
money was used to pay smugglers to avoid US restrictions on taking goods to
Cuba, according to Reuters. "These weaknesses in agency policies and procedures
and in program office oversight allowed the significant internal control deficien-
cies we found at three grantees to go undetected and increased the risk of fraud,
waste, abuse, and noncompliance with laws and regulations in the USAID pro-
gram," the report said. Arizona congressman Jeff Flake, a Republican, said the
report was further evidence that US policy was doing little to bring about demo-
cratic change in Cuba and called for an end to the ban on US travel to the island.
"The US has spent millions of dollars in democracy assistance to Cuba with little
or nothing to show for it," Flake said in a press release. "The fact that we're send-
ing money and aid to Cuba by subverting our own embargo is an irony that
should not be lost on anybody." The GAO report found that the State
Department's Cuba program office "did not adequately manage at-risk grantees
and lacked formal review or oversight procedures for monitoring grantee activi-
ties." The Commission for Assistance to a Free Cuba in July recommended that
an additional $80 million be provided to democracy-building efforts in Cuba
over the next two years, to be followed by another $20 million per year until the
end of Cuban president Fidel Castro's regime.

House Ways and Means Chair Says Congress to Review US-Colombia FTA

The incoming Democratic chairman of the House Ways and Means Committee,
Charles Rangel of New York, said Tuesday that the Democrat-controlled
Congress would "review" a proposed free trade agreement with Colombia, stat-
ing that "everything was possible," but refused to offer his support for the deal,
the Associated Press reported. Rangel spoke after a meeting with Colombian
President Alvaro Uribe, who was in Washington to lobby lawmakers for approval
of the free trade deal. Chances for passage of trade pacts with Peru and
Colombia, at least in the short term, may have dimmed following the Democratic
takeover of Congress as a result of last week's midterm elections. Democrats have
voiced opposition to the trade deals, calling for greater labor protections. Rangel
said he raised the issue of Colombia's labor record with Uribe, but he declined to
provide further details, according to the AP. The International Labor
Organization has called Colombia the world's deadliest country for labor organ-
izers, the AP reported.



tariff could be lifted if a way can be
found to protect the corn syrup market
... The real gains to the Hemisphere—
development as a biofuels supplier,
countries' maximizing their resource
potential to develop their economies in
this generation, and driving down the
cost of electricity to remain competitive
with Asia—will require a fresh approach
from the executive branch."

AGuest Comment: Mary Rose
Brusewitz: "... I would like to
see energy 'interdependence'
involving the US and Latin

America front and center, but this idea
seems to have been put aside for now.
Issues which have been percolating will
continue to be relevant: increased
authorization for drilling in the US,
encouragement of advanced recupera-
tion techniques for areas of waning pro-
duction, incentives to stimulate produc-
tion and use of biofuels, tax breaks for
renewable energy sources—including a
longer extension of the production tax
credit so as to make investments in wind
energy more stable—and adjustments to
tariffs or duties on imports of ethanol
are likely topics that may give rise to leg-
islative action ... In the biofuels area, one
would think Brazil would be positively
impacted if the US turns to it (and we
should) for technology and fuel alcohol
imports. The main feed used by the US
to produce biofuels is corn, which is not
optimal. There are also competing uses
for corn, and increased corn production
risks higher levels of contamination
caused by runoff from chemicals used in
producing corn. In addition, if tariffs on
imports of fuel alcohol were lifted or
lowered, this ought to have a positive
impact on Brazil or even other countries
in the region, including Caribbean
nations. But the Democrats may run into
trouble from labor and agricultural
interests regarding ethanol imports from
Brazil or elsewhere. Interdependence
would have wider impacts on Latin
America and the Caribbean than inde-
pendence. The main beneficiaries could
be Mexico and Brazil and other hydro-
carbon-producing nations. Either way, I

am not optimistic regarding rapid deci-
sions or truly creative solutions being
implemented in the near future ..."

AGuest Comment: Luis Giusti:
"US energy independence is
not a real issue, not only
because it is not viable but also

because the business of oil is global ...
The US will continue to be a large
importer of oil, and those imports can
only increase with time. Security will
always depend on the global fundamen-
tals, irrespective of where the imported
oil comes from. However, there are many
domestic actions that can be undertaken
to attenuate the imbalance. A few rele-
vant considerations: incentives to
ethanol as a replacement of gasoline
components could help increase its use,
but today's volume of 250,000 barrels
per day is very modest, and future hopes
will face the hurdles of land use and
competition with the food industry.
Others like biodiesel are farther down
the road. Solar energy is costly and capi-
tal intensive, and wind, although com-
petitive, is a niche source. Nuclear ener-
gy faces great opposition for security
reasons, while coal remains dirty and
polluting. Concerning gas, it is impera-
tive to overcome the fears of regasifica-
tion terminals, which will be much need-
ed in the next few years ... Much can be
done, but the major trends concerning
oil and gas imports will not be reversed
in the foreseeable future. In principle,
Latin America should not be negatively
affected by any of the described actions."

David Goldwyn is President of Goldwyn
International Strategies LLC and a for-
mer US Assistant Secretary of Energy for
International Affairs.

Mary Rose Brusewitz is a Partner in the
Global Finance practice at Orrick,
Herrington, & Sutcliffe.

Luis Giusti is a Senior Adviser at the
Center for Strategic & International
Studies, and was Chairman and CEO of
Petroleos de Venezuela from 1994 until
1999.
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