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LATIN AMERICA ADVISOR

Featured Q&A With Our Board of Advisors

Costa Rican President Oscar

Arias announced Wednesday

that his government has ended

diplomatic ties with Taiwan in
order to establish relations with China, a
move he said was aimed at boosting com-
mercial ties and attracting investment
from the fast-growing Asian giant. What is
the significance of Costa Rica's decision?
Will the remaining Latin American coun-
tries that do not have formal diplomatic
ties with China follow suit?

Guest Comment: Dan Erikson:

"Costa Rica's break with Taiwan

is an event of enormous signifi-

cance for the intense competition
between China and Taiwan in Latin
America. The fact that a respected leader
like Oscar Arias, who has been highly criti-
cal of communist Cuba, would then per-
form an about-face and recognize commu-
nist China means that bar has been low-
ered to allow other Central American
countries to follow suit. Right now, Taiwan
has only 24 remaining allies in the world,
and 12 are located in Latin America and
the Caribbean. But Costa Rica is the first
Central American country to break ranks
and recognize China. Many of the small,
poor countries of Central America and the
Caribbean have become ensnared in the
cross-strait dispute, with growing pressures
on potential 'swing states' that may be on
the verge of changing official recognition
from Taipei to Beijing. Not all the news is
bad for Taiwan, however. In St. Lucia, the

Inside This Issue

election of Sir John Compton in December
set off tremors in Beijing, and this pristine
island subsequently broke relations with
China in favor of Taiwan—but this deci-
sion was out of step with broader regional
trends. Meanwhile, officials in Washington
have yet to fully think through the possible
implications for how this intensifying
struggle between China and Taiwan may
affect US interests in the Hemisphere."

Guest Comment: Otton Solis: "I

fully support President Arias'

decision for three reasons. First

of all, we have to act according to
international law, and according to inter-
Continued on page 4
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LatAm Stock Markets Fall on
US Inflation Worries, Sell-0ff

Stock markets in Latin America suf-
fered losses on Thursday amid US
inflation worries and a sell-off in US
stocks and Treasury notes, Reuters
reported. Argentina's Merval stock
index fell 2.14 percent, Chile's all-
market IGPA index dropped 1.41
percent, and Mexico's benchmark
IPC index slipped 1.57 percent.
Brazilian markets were closed for a
national holiday.

US to Accept Passport Application
for Travel Around Hemisphere

The US government is expected to
announce today that through
September 30 US citizens may use
proof of passport applications,
rather than passports, to enter the
US from Canada, Mexico, and sever-
al other countries, Bloomberg News
reported, citing an administration
official. The measure comes amid a
12-week backlog in processing pass-
port applications as citizens making
travel plans for the busy summer
tourist season comply with a new
requirement that they carry a pass-
port for travel to Canada, Mexico,
South America, Central America,
and the Caribbean.

Cemex Wins Control of Australia's
Rinker, Raises its Stake

Mexican cement giant Cemex early
this morning said it increased its
stake in Australia's Rinker after win-
ning majority shareholder approval
for its $14 billion takeover bid of the
Sydney-based firm, Reuters report-
ed. Cemex, the world's third-largest
cement maker, had declared its bid
unconditional on Thursday after
receiving 52.65 percent of investor
support under an institutional
acceptance facility, up from 49.51
percent.
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Political News

Arias Defends Decision to Establish
Ties with China, Calls Taiwan Stingy

Defending his decision to sever diplomat-
ic ties with Taiwan in order to foster
greater economic ties with China, Costa
Rican President Oscar Arias on Thursday
criticized Taiwan for being stingy with its
allies, the Associated Press reported. "I was
always critical of the Taiwanese, and I can
say now that I always told them ... if you
want to have friends in the world, you
should be more generous," Arias was
quoted as saying. "Considering the few
friends they have, they don't treat them
very well," he said about Taiwan, which
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national development," also said it con-
demned China's "money diplomacy."
[Editor's note: see related Q&A on page 1.]

Chilean Prosecutor Recommends
Fujimori's Extradition to Peru

Chile's Supreme Court prosecutor has rec-
ommended extradition to Peru of former
Peruvian President Alberto Fujimori to
face charges of corruption and human
rights abuse in his native country,
Bloomberg News reported on Thursday.
Prosecutor Monica Maldonado recom-
mended that Fujimori, who was Peru's
president from 1990 until 2000, when he
fled the country amid a corruption scan-
dal, be extradited on charges of embezzle-

€1 was always critical of the Taiwanese, and I can say now that I

always told them ... if you want to have friends in the world, you

should be more generous.

has actively sought diplomatic recognition
from Central American and Caribbean
nations to bolster its international stand-
ing. "Without a doubt, we will get more
help from China," Arias added. On
Wednesday, Arias announced that he
ended former diplomatic relations with
Taiwan in order to establish ties with
China, which claims Taiwan has been a
renegade province since splitting from the
mainland government in 1949 amid civil
war. China conditions full diplomatic ties
with countries on their not having formal
relations with Taiwan. Taiwan's ministry
of foreign affairs issued a statement on
Thursday criticizing the Costa Rican pres-
ident's move. "President Oscar Arias of
Costa Rica received the Nobel Peace Prize
in 1987 for his efforts to end the civil wars
then raging in several Central American
countries,” the statement said. "Yet now
President Oscar Arias chooses to discard
the universal values of peace, freedom, and
human rights commonly treasured by
Taiwan and Costa Rica and to turn to ally
with the autocratic Communist China."
The ministry, which noted that Taiwan
"had been actively assisting Costa Rica in
projects of infrastructure building and

»

— Oscar Arias

ment, the deaths of 15 people at a down-
town Lima barbecue in 1991, and the
deaths and disappearance of nine univer-
sity students and a professor at a universi-
ty in Lima in 1992. Maldonado's recom-
mendation goes to the Supreme Court
judge considering the case, Orlando
Alvarez, who will rule on Peru's request,
according to Bloomberg News. The Court
has not scheduled a hearing for the case.
Fujimori, who had been living in exile in
Japan, arrived in Chile last year, where he
was immediately seized by Chilean
authorities. Fujimori's daughter, Keiko, a
member of Peru's Congress, told reporters
in Lima that her father wouldn't receive a
fair trial in Peru, Bloomberg News report-
ed. She denied reports her father would
attempt to flee Chile if the court granted
his extradition.

Students Opposed to RCTV Closure
Address Venezuelan Lawmakers

Venezuelan student leaders opposed to the
removal from the air of television broad-
caster RCTV addressed the country's leg-
islature on Thursday, promising to contin-
ue their protests, Reuters reported. "Today,
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our classes are in the street," student
leader Daniel Barrio said in a nationally
televised speech before the National
Assembly. Lawmakers in the Assembly,
which has been 100-percent aligned with
the government since opposition lawmak-
ers boycotted elections in 2005, had invit-
ed students that both support and oppose
RCTV's removal from the airwaves to
debate the issue. The government required
all Venezuelan television and radio to
broadcast the session, according to
Reuters. The opposition-aligned RCTYV,
which President Hugo Chavez accuses of
backing a 2002 coup against him, went off
the air on May 27 after the government
refused to renew its broadcast license.
RCTYV, Venezuela's oldest privately owned
television station, was replaced by a state-
run station, TVes.

Company News

Eutelsat Says it, Two Mexican
Partners Bid for Satmex

French satellite operator Eutelsat
Communications said Thursday it made
an offer with two Mexican partners for
100 percent ownership of Mexican satel-
lite operator Satelites Mexicanos
(Satmex), Reuters reported. Eutelsat did
not say how much it and its two Mexican
partners, the Miguel Aleman Group and
the Clemente Serna Group, bid for
Satmex, which emerged from debt
restructuring last year looking for a buyer
willing to invest in the company and take
on its still sizeable debt. Carlos Blanco, an
analyst at Miami, FL-based Signals
Telecom Consulting, told the weekly
Latin America Telecom Advisor last month
that Satmex would fetch no more than
$300 million from a potential buyer, and
said any buyer would have to be prepared
to invest close to $900 million in Satmex
between 2009 and 2013 to pay the
Mexican satellite operator's $378 million
in debt and the $500 million in satellite
maintenance costs. [Editor's note: see
related Q&A in the May 21, 2007 issue of
the Telecom Advisor.] Satmex operates
three satellites covering North and South
America, and had revenue of $78 million
in 2006, according to Reuters.
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Capitol Hill Watch

A Weekly Look at US Congressional Activity on Latin America

Compromise Immigration Bill Dealt Blow in Senate

A compromise immigration reform bill was dealt a blow in the Senate on
Thursday when senators rejected a Democratic call to move toward a final vote
on the legislation, The New York Times reported. Supporters of cutting off debate
and holding a final vote got only 45 of the 60 votes they needed, while 50 sena-
tors opposed the cutoff amid complaints by Republicans that more time was
needed to amend the bill. Senate Majority Leader Harry Reid (D-NV) said the
vote effectively killed, for now, any hope of passing the bill. "We are finished with

€¢We are finished with this for the time being. 2

— Harry Reid

this for the time being," Reid was quoted as saying. He said it was possible the
Senate would take up immigration reform later this year and that he would con-
tinue to explore ways to advance a plan. The complex bill, which proposed grant-
ing legal status to the estimated 12 million undocumented workers currently in
the US and creating a point system for citizenship applications that emphasizes
job skills and education over extended family ties, has been criticized by both
conservatives as being too soft on illegal immigrants and by liberals as being too
hard on them.

Several Lawmakers Say Congress Should Delay on Vote on US-Colombia FTA

Congress should delay voting on a free-trade agreement with Colombia until
President Alvaro Uribe proves he is serious about reducing violence and going
after those who kill trade unionists, several lawmakers said Thursday, according
to Reuters. Rep. Jan Schakowsky (D-IL) said Uribe, who was on Capitol Hill
Thursday to lobby for the trade agreement and for continued counterdrug aid to
his country, "has come back to Washington too soon. Come back next year, Mr.
Uribe, and let's see what has actually been accomplished." Another Democrat,
Rep. Linda Sanchez of California, said Colombia should be required to show
progress in reducing violence and bringing murderers to justice "over at least a
two-year period" before Congress votes on the free trade agreement, according
to Reuters. Last month, the Bush administration struck a deal with key congres-
sional Democrats to include a commitment to abide by core international labor
standards in pending free trade agreements with Colombia, Peru, Panama, and
South Korea. However, Democrats said the Colombia deal would face addition-
al obstacles because of the history of violence and because of alleged ties between
the Uribe government and illegal right-wing paramilitary groups. House Ways
and Means Committee Chairman Charles Rangel (D-NY), who was to meet with
Uribe on Thursday, said it was not clear when there would be a vote on the US-
Colombia free trade deal, according to Reuters. "We're working with the State
Department, the Treasury and the [USTR] on conditions where people might be
in position to support it," Rangel was quoted as saying.

Page 3 of 4


http://www.thedialogue.org/advisor/LTA/LTA070521.pdf

Inter-American Dialogue’s Latin America Advisor

Friday, June 8, 2007

Featured 0&A
Continued from page 1

national law, the country is China ... that
has a recognition in the United Nations
... And we are a weak country; we must
rest all our defense in any future conflict
on international law. So we have to be an
example in that field. Second, there are
economic reasons. The realities are that
China is a big country which is growing
very fast and buying a lot from the
world. We send about one-sixth of our
exports to China, and we are a small,
open economy. We depend very much
on trade. So we have to look at countries
that offer trade opportunities to us.
Third, there is a very important issue,

€€ .. The best way to ensure
direct foreign investment would
be to pass CAFTA ... »

— Eric Farnsworth

and it is the corruption associated in
diplomatic relations between Costa Rica
and Taiwan. There has been money given
out to political parties and to founda-
tions of presidents. There has been
money given to the minister of foreign
relations in order to ... overpay several
dozen civil servants there, who are them-
selves designing foreign policy. So it is a
relationship packed with conflicts. There
has been a custom on the part of Taiwan
and some Costa Rican journalists, politi-
cians, Congress members, and public
officials: they are invited to go to Taiwan.

Taiwan spends a lot of money on that,
and that has an ugly side to it ... Will
[Arias' decision] have an impact on the
Latin American countries? I think it will
because Costa Rica has a lot of respect on
the part of Latin American countries,
and we might be a trend-setter on this
issue."

Guest Comment: Eric
Farnsworth: "It's difficult to
fault President Arias for his
move, which is essentially a
recognition of economic and commer-
cial reality. Having said that, the best way
to ensure direct foreign investment
would be to pass CAFTA, which remains
pending with Costa Rica, the passage of
which would draw additional FDI from
the United States with all the positive
externalities—including corporate social
responsibility, respect for labor and the
environment, and community engage-
ment—that the US private sector tends
to bring with it. All investment is not cre-
ated equal, as Chinese engagement
shows elsewhere around the world."

Dan Erikson is Senior Associate for US
Policy at the Inter-American Dialogue.

Otton Solis, of the Citizens Action Party,
finished second behind Arias in Costa
Rica's presidential election last year.

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