
QBrazilian President Luiz Inacio
Lula da Silva said earlier this
month that Brazil will increase
the use of nuclear energy if it

cannot build enough hydroelectric plants.
What is the potential for nuclear energy in
Brazil? Do you see nuclear power becom-
ing an important part of Brazil's overall
energy matrix in coming years?

AGuest Comment: Cláudio
Frischtak: "Brazil's energy needs
to a significant extent are from
renewable sources (44.5 percent

versus 6.1 percent among OECD countries
and 13.2 percent globally)—and mostly
from hydro and biomass sources—while
the share of nuclear power is small (1.5
percent). Hydropower has a dominant role
in the supply of electricity (76.7 percent of
consumption), while the two nuclear
power plants are responsible for just 3 per-
cent. In the next 25 years, the government
plans to finalize one plant (2 GW of capac-
ity) and build an additional four to eight
plants, adding a total of 6-10 GW. Nuclear
power will remain a marginal source of
energy. However, the country faces a major
challenge in ensuring that renewable
sources, particularly hydro, remains a dom-
inant source of energy: most, if not practi-
cally all, hydro projects and potential are in
the Amazon region, and sugarcane-based
biomass, wind, and solar power will not be
able to make up the difference if the new
hydro projects are denied the necessary
licenses. As a result, there is a sharp trade-

off between the use of fuels which cause
greater pollution and CO2 emissions (coal,
natural gas) and the use of possibly one of
the cleanest sources—water—in a fragile
environment, the Amazon rivers. There are
no easy choices, and ultimately Brazilians
will have to assess the costs and benefits,
and choose the least damaging alternative."

AGuest Comment: Roberto
Schaeffer: "As of today, Brazil's
power sector has a total installed
capacity of more than 90,000

MW, of which more than 70,000 MW
(some 80 percent) are hydroelectric-based
and only 2,000 MW (2 percent) are nuclear
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PHOTO OF THE DAY

Silas Rondeau resigned Tuesday as
Brazil's minister of energy and mines
amid allegations his top advisor took a
bribe. See story on page 2.

Agencia Brasil file photo.



Political News
Brazilian Energy and Mines Minister
Resigns Amid Corruption Scandal

Brazil's minister of energy and mines, Silas
Rondeau, resigned Tuesday amid allega-
tions that his advisor took a bribe from a
construction company in exchange for
contracts under a government electricity
program. In a letter of resignation released
after a meeting with President Luiz Inacio
Lula da Silva, Rondeau, who had been in
the post since July 2005, said he was the
victim of "lies and insinuations," and
denied any wrongdoing, but said he was
stepping down to prevent the energy sec-
tor from being hurt and the image of the
government from  "somehow being affect-

ed." Rondeau was the fourth cabinet min-
ister in Lula's government in recent years
to step down because of corruption
charges, according to the Associated Press.
His resignation came after his top advisor,
Ivo Almeida Costa, was recorded by secu-
rity cameras accepting what is believed to
be a 100,000-real ($US  51,348) bribe from
an employee of construction company
Guatama in order to facilitate approval of
licenses for a project under Lula's
"Electricity for All" program, which aims
to provide electricity to remote rural
areas, local daily Folha de Sao Paulo
reported. The scandal is part of a wider
police investigation into alleged bid-rig-
ging and corruption involving hundreds
of millions of dollars in infrastructure
projects overseen by the ministries of
planning, transportation, and energy and
mines, according to the Associated Press.
Many of the projects under scrutiny were
overcharged or never carried out, the AP
reported. Dozens of suspects in the
scheme were arrested last week, including
a congressman and a former governor.
Rondeau will be replaced by Nelson
Hubner, a high-ranking official in the
mines and energy ministry.

Colombian Rebel Group Demands
Government Scrap FTA With US

Colombia's second-largest guerrilla group
said Tuesday it would agree to a cease-fire
if the government scraps a free trade
agreement (FTA) with the United States,
Reuters reported. In peace talks with the
government, the National Liberation
Army (ELN) agreed to end its armed
attacks, kidnappings, and sabotage activity
in exchange for its demands, according to
an ELN statement released in Havana,
host to the sixth round of peace talks that
began in April this year, Reuters reported.
"It is necessary to freeze the approval of
the FTA because it hurts the sovereignty
and future of our nation, and the interests
of a majority of Colombians," the ELN

was quoted as saying in the statement. The
rebel group, which has some 5,000 mem-
bers, has also demanded that the govern-
ment end all privatization of state compa-
nies, such as an oil refinery in the city of
Cartagena and 20 percent of state oil firm
Ecopetrol, according to Reuters.
Colombian President Alvaro Uribe wants
the guerrilla group to hand over their
weapons, agree to a cease-fire, and free
some 500 hostages. Uribe has been lobby-
ing the US Congress to pass the free trade
agreement, which his government signed
with the US in November last year. The
pact faces opposition in the Democrat-
controlled Congress, despite a deal
reached two weeks ago with Republicans
and the Bush administration over the
inclusion of labor and environmental pro-
visions in US free trade pacts with
Colombia, Panama, Peru, and South
Korea. The deal is expected to ease passage
of the trade pacts with Peru and Panama,
but the Colombia agreement faces more
hurdles stemming from Democrats' con-
cerns about Colombia's labor and human
rights record. Democrats are also con-
cerned by allegations of government ties
with illegal right-wing paramilitaries.
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At UN, Cuba, Venezuela Blast US 
for Release of Posada-Carriles

Cuban and Venezuelan envoys blast-
ed the United States at a United
Nations Security Council meeting
Tuesday for letting a US judge free
ex-CIA operative Luis Posada
Carriles, who is wanted in the two
countries for masterminding the
1976 bombing of a Cuban airliner
which killed 73 people, Reuters
reported. "It is impossible to elimi-
nate terrorism if some terrorist acts
are condemned while others are
silenced, tolerated or justified,"
Cuban charge d'affaires Ileana
Nunez Mordoche was quoted as say-
ing.

Evo Morales Calls Capitalism 
"The Worst Enemy of Humanity"

Bolivian President Evo Morales
declared capitalism "the worst
enemy of humanity" on Tuesday,
blasting multinational companies
for provoking conflicts around the
world, the Associated Press reported.
"The transnational corporations
always provoke conflicts to accumu-
late capital, and the accumulation of
capital in a few hands is no solution
for humanity," Morales said at an
academic conference in the Bolivian
city of Cochabamba.

Chavez Announces Creation of
Community Police Forces

Venezuelan President Hugo Chavez
on Tuesday announced the creation
of community police forces to help
curb rising murder and robbery
rates, Bloomberg News reported.
Chavez's announcement follows the
release of polls in recent months
showing rising crime to be
Venezuelans' number-one concern
and reflects concerns the president's
popularity could suffer as a result,
according to Bloomberg News.

Rondeau came under suspicion after his top advisor was recorded by 

security cameras accepting what is believed to be a 100,000-real bribe.

http://www.mme.gov.br/site/news/detail.do;jsessionid=1769F8FF0FD5754B73F5AA371EDBB055?newsId=12765


Company News

Chavez Announces Rate Reductions
at Newly State-Owned CANTV

Venezuelan President Hugo Chavez on
Tuesday announced reductions in rates
charged by newly state-controlled
CANTV, the country's biggest telecom
service provider, official news service ABN
reported. During a swearing-in ceremony
for the company's new board, Chavez said
rates for mobile phone calls would be
slashed by 20 percent, to be implemented
in two phases between June 15 and August
15. In addition, Chavez said rates for calls
from fixed lines to mobile phones would
be cut by 20 percent starting in July, and
starting next year families living in low-
income areas would see discounts of 10
percent and 15 percent in local and long-
distance calls, respectively, and would be
exempt from taxes on calls, ABN reported.
Chavez, who announced the nationaliza-
tion of CANTV shortly after his inaugura-
tion to a second six-year term in office in
January in keeping with his vision of "21st
century socialism," also vowed that
CANTV would increase the number of
fixed lines in service from 2.7 million cur-
rently to 4 million by the end of next year.
The end of the formerly privately owned
company's practice of focusing on its
mobile business at the expense of fixed-
line service marks the end of a "capitalist
philosophy" at CANTV, Chavez said.
"[CANTV] will not be what it was before,
under a capitalist state ... It will not just
seek economic profit but social and social
service profit for all Venezuelans," the
president stated. The government, which
controls 86.2 percent of CANTV follow-
ing a share purchase operation completed
on May 8, on Monday appointed a new
board for the company for the 2007-2008
period, naming Socorro Hernandez, a for-
mer executive at national oil company
PDVSA, president. Analysts have warned
that the expected rate reductions by
CANTV could hurt foreign investment in
Venezuela's telecom sector by rival com-
panies forced to lower their rates to stay
competitive. [Editor's note: see related
Q&A in the January 16, 2007 issue of the
Telecom Advisor.]

WASHINGTON—Forbes Magazine announced recently that
Mexico's Carlos Slim, with assets over $50 billion, is now the second-
richest man in the world. He closely follows Bill Gates, and displaced
Warren Buffet. It is a fairly inordinate position for a Latin American,
because the region represents about 4.5 percent of world wealth.

It is difficult to find comprehensive statistics about the rich in the
region, although we know that, on average, income distribution is

about the most skewed of any region in the world. According to the most recent
CEPAL numbers, the average income of the highest 10 percent of the population in
Bolivia is 30 times the average income of the lowest 40 percent; 27 times in Brazil; 25
times in Colombia; 20 times in Chile; and 17 times in Mexico. These numbers are well
above those in other regions. Thus a look at them is warranted.

Two studies shed light on the numbers of well-to-do in the region. The first is the 2006
World Wealth Report published by Merrill Lynch and Capgeminy, a consultancy. The
study covers holdings of financial assets, thus excluding the very significant holdings
of real property in most regions. Still, the numbers are telling. Out of 8.7 million fam-
ilies worldwide with financial assets of $1 million or more, somewhat more than
300,000 reside in Latin America, well below the share of total population. Of this total,
about 8,000 hold financial assets of more than $30 million. The average holdings in
Latin America are $14 million, compared to $3.8 million worldwide, again showing
greater concentration of wealth.

The "World Distribution of Household Wealth" study, published by the United
Nations University (UNU-WIDER, December 2006) provides a broader picture using
numbers for the year 2000. Here we show numbers adjusted for inflation and growth
in income since then. The estimated total wealth in the region is $8.1 trillion. Of this
total, $7.8 trillion are held by the richest 10 percent of the population, and $1.6 trillion
by the richest 1 percent. The average wealth for this group is about $1 million per fam-
ily, including some 1.5 million families. These numbers are much higher than those
shown for the Merrill Lynch study, as they include real assets in agriculture, industry,
and real estate, and which constitute most of the wealth in the region. Also, they cover
individuals with levels of wealth well below the $1 million mark.

In a region with considerable disparities, the rich have major responsibilities and
should break their relative insularity, particularly at a time when populism runs ram-
pant. If private initiative is the main motor for growth and innovation, as I believe, it
should also be promoted with intelligence and a spirit of fairness. Beyond the issue of
adequate taxation—always debatable in Latin America—the rich should take a greater
role in the fight for inclusiveness and upward mobility for the less privileged. As a
group, they should defend private competition and take a more active participation,
through foundations or directly, in the provision of education, health, and protection
of the poor. Not an easy task in a region that always looks for the state to do the job.
Many already do help with limited financial resources, and enormous personal dedi-
cation, as I discovered to my delight in a recent Rotary conference in Mendoza,
Argentina. It is our responsibility to persuade others of the need to take an active role
in such endeavors.

Claudio Loser is a Senior Fellow at the Inter-American Dialogue and former Head of the
Western Hemisphere Department at the International Monetary Fund.

By the Numbers
A Monthly Look at Latin American Data by the Dialogue's Claudio Loser

Data on Latin America's Rich Highlights Region's Inequality
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based. Still, the country has an estimated
remaining hydroelectric potential of
more than 170,000 MW. Despite some
problems the government is facing in
obtaining the required licenses from
environmental agencies to initiate the
construction of some new hydroelectric
power stations in the country, which is
causing some delays in the much-needed
expansion of the power system, the
remaining hydro potential in the coun-
try is so huge that it is just a question of
time for better projects to be selected
and submitted for approval by the envi-
ronmental agencies and then built. Add
to that the huge (more than 200,000
MW) wind potential dispersed all over
the country, with good complementary
characteristics between wind and water
regimes (it is windy in the drier seasons),
and also the large potential for power
generation from the available sugarcane
bagasse from the sugar and alcohol
industries (7,000-10,000 MW), which is
not being properly explored. And finally,
various studies recently made available
in the country also indicate a huge
potential (20-30 percent economic sav-
ings potential) for electricity conserva-
tion in all sectors of the economy.
Because of that, and also because of the
nonfavorable public perception of the
risks arising from nuclear generation in
the country, the high costs of the tech-
nology when compared with the other
alternatives mentioned here, the lack of
the so-called advanced power reactors,
the unsolved problem of nuclear waste
disposal, a bad record of developing reli-
able emergency evacuation plans in case
of accident for the only two reactors in
operation in the country, the recent dec-
laration of President Lula is bravado,
rather than a real solution to the current,
short-term problems Brazil is facing in
its power sector."

AGuest Comment: Nelson
Altamirano: "There is no doubt
Brazil needs to generate more
electricity, but nuclear genera-

tion will not be faster or cheaper than
getting environmental approvals for

dams. Brazil's commitment to nuclear
self-sufficiency became real after
Germany, in 1975, agreed to supply eight
1,300 MW nuclear units in 15 years at an
estimated total cost of $4 billion, and
with six reactors incorporating 90 per-
cent Brazilian technology. Thirty years
later, only two units were built with a
combined 1,896 MW capacity. Angra-I
alone required more than $4 billion and
is expected to be shut down by 2009
because of frequent failures. Angra-II,
after 23 years of construction and $10
billion, has run well since 2000. Any new
nuclear program has to re-boot con-
struction for the 1,224 MW Angra-III. It
already ate $1.5 billion and needs $2 bil-
lion to re-start construction, but nobody
knows how much and how long it will
take to make it run. Previous govern-
ments wanted the private sector to jump
in, but there is strong opposition from
the Navy. In addition, there are security
issues with the International Atomic
Energy Agency. Lula may have found the
political arguments to finally press for
Angra-III. However, nuclear energy can-
not replace gas in solving the problem of
shortages, when peak demand cannot be
met with hydroelectricity. It cannot sub-
stitute for hydroelectric plants either
because of their uncertain construction
periods. So Brazil needs to find more gas
and build more dams independently
from following the new global nuclear
wave."

Cláudio Frischtak is President of Inter.B
Consultoria de Negocios in Rio de
Janeiro.

Roberto Schaeffer is an Associate
Professor in the Energy Planning Program
at the Federal University of Rio de
Janeiro.

Nelson Altamirano is a Visiting Scholar
at the University of California at San
Diego's Center for Iberian and Latin
American Studies.
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