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LATIN AMERICA ADVISOR

Featured Q&A With Our Board of Advisors

As trade negotiators from the

United States, European Union,

Brazil, and India meet in

Germany this week to attempt to
reach a breakthrough in global trade talks,
the major stumbling block in talks may be
moving from agricultural subsidies in
developed countries to market access in
developing nations, such as Brazil. Should
a failure of Brazil to open its markets for
industrial products be sufficient to prevent
progress in talks if the United States and
the European Union are close to an agree-
ment in agriculture?

Board Comment: Jon

Huenemann: "Unfortunately, it is

not that simple. It was the case at

one time that when the EU and
US agreed on a way forward, the rest of the
world tended to go along a la the Blair
House accord, although sometimes kicking
and screaming. Furthermore, it is not just a
matter of what Brazil will do on industrial
goods market access, but India and some
other key members of the G-20 must also
come forward with market access in indus-
trial goods, as well as find common ground
in agriculture with the EU and US. In addi-
tion, these same players and others must
also move forward on services market
access, and then you must have agreement
on some other less publicized issues as
well, such as rules. In short, the jigsaw puz-
zle is many times more complex than even
the Uruguay Round negotiations, which
was many times more complex on many

Inside This Issue

levels than the preceding Tokyo Round
negotiations. It is evident there must be
sufficient progress on the key components
of the agriculture puzzle as a foundation
for anything. But, at roughly the same time
that the global jigsaw puzzle and the inter-
ests of industries and workers across the
world are pressing their governments, the
framework. and some meat to advance
industrial goods and services market
access, must also come together in suffi-
cient form to placate the political needs of
the negotiating nations. Ah, if it were only
the good ole days."

Mario

Guest Comment:

Marconini: "The stumbling block
is not industrial products in
developing countries, but the

Continued on page 3

PHOTO OF THE DAY

Ecuadorean President Rafael Correa on
Tuesday accused former executives at a
local private bank of manipulating bond
prices while in office. See story, page 2.
Photo: Carondelet
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US Judge Refuses to Dismiss Suit
Against Diageo, Pernod Ricard

A US judge on Tuesday refused to
dismiss a 2004 lawsuit filed by
Colombia that alleges Diageo PLC
and Pernod Ricard, the world's
biggest and third-largest liquor pro-
ducers, respectively, smuggled liquor
into Colombia, sold it to criminal
groups, and laundered money with
the proceeds, Bloomberg News
reported. The judge also rejected
Colombia's claims for damages as a
result of tax evasion, and main-
tained that Colombia can only
recover lost damages resulting from
money laundering.

Ericsson Wins Order from Brazil's
Telemar to Run Network

Swedish telecom equipment maker
Ericsson said Wednesday it won an
order to run the fixed telephone net-
work field operations of Brazil's
Telemar, Reuters reported. Hans
Vestberg, Ericsson's head of services
business, told reporters at a trade
fair in Singapore that his company
would take over some 700 staff from
Telemar as part of the deal. Telemar
is Brazil's biggest fixed-line operator.
Financial terms of the deal were not
reported.

Head of Latin America for HSBC
Appointed to Top Asia Post

HSBC said Wednesday its president
and group managing director for
Latin America and the Caribbean,
Sandy Flockhart, has been appoint-
ed chief executive of the British
bank's Asian unit. Flockhart, who
has held the Latin America post
since October, will start in his new
job next month, HSBC said.
Flockhart's replacement in Latin
America will be announced "in due
course," HSBC spokesman Patrick
McGuinness said early today,
according to Bloomberg News.
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Economic News

Correa Accuses Former Bank Execs
of Manipulating Bond Prices

Ecuadorean President Rafael Correa on
Tuesday accused former executives of
Produbanco, the country's fourth-largest
bank, of making bond policy decisions
benefiting the bank while they held official
positions in the economy ministry,
Reuters reported. Correa said the bankers
promoted an oil fund earmarked to pay
debt, which pushed up bond prices. The
president accused Mauricio Pozo, a for-
mer vice president of Produbanco who
was economy minister in 2003, and other
bank employees who were also ministry
officials. "In 2003, we had an economy
minister and former vice president of
Produbanco ... In that administration,
bond prices rose from 60 percent to 104
percent," Correa was quoted as telling a
group of economy ministry employees.
"Produbanco had foreign debt," he said.
"It negotiated and continues to negotiate"
debt. Pozo denied the accusations, which
he said were a politically motivated attack
on the opposition. Ecuador is seeking to
identify the holders of the debt negotiated
by previous governments, amounting to
about $3.86 billion, that Correa calls "ille-
gal," according to Reuters. Separately,
Economy Minister Ricardo Patino, who is
under investigation for alleged bond mar-
ket manipulation, said Ecuador is consid-
ering dividing his ministry into two sepa-
rate entities, one to manage fiscal policy
and another to promote economic reacti-
vation, Reuters reported.

Antigua and Barbuda Demands $3.44
Billion in Compensation from US

Antigua and Barbuda says it is entitled to
$3.44 billion in compensation from the
United States in a World Trade
Organization (WTO) dispute over a US
ban on offshore Internet gambling,
Bloomberg News reported early today. In a
statement cited by Bloomberg News, the
government of the Caribbean nation, the
smallest country ever to take a case to the
WTO, said compensation would be in the
form of Antigua withdrawing intellectual
property protection for US trademarks,

patents, and industrial designs. "We feel
we have no other choice in the matter, we
have fought long and hard for fair access
to the US market and have won at every
stage of the WTO process," Antigua and
Barbuda's finance minister, Errol Cort,
was quoted as saying in the statement.
Cort said the dispute was not a moral
issue, but noted that the gambling indus-
try has been and can be regulated in his
country. The government of Antigua and
Barbuda, which developed an online gam-
bling industry to boost its economy after
several hurricanes in the 1990s, estimates
that Americans spend $10 billion a year in
online bets. Last September, the then
Republican-controlled US  Congress
passed a bill curbing financial payments
from banks to offshore Internet casinos
that are illegal under US law. US trade
lawyers say the US "never intended" to
open its market to offshore Internet gam-
bling as part of its WTO commitments,
according to Bloomberg News.

WWE: Chilean Salmon Industry
Pollutes, Risks Losing Market Share

Chile's farm-raised salmon industry, the
second-largest in the world, is polluting
lakes in the country's southern Patagonia
region and risks losing market share to
countries with more environmentally
friendly practices, the World Wildlife
Fund (WWF) said Tuesday. In a press
release, the WWF said increased produc-
tion of farmed salmon was contaminating
the lakes with "with nutrient pollution,
invasive species, disease, and harmful
chemicals," and urged industry leaders to
move production out of freshwater lakes
and into containment systems on land.
"Every day, more consumers and major
buyers become aware of the sources of
their food," said David Tecklin, the WWEF's
representative in Chile. "After decades of
exponential growth, Chile has become the
world's second-largest producer of farmed
salmon, but the industry must rapidly
improve its environmental practices if it
expects to survive in the global market-
place," he cautioned. In Chile, farm-raised
salmon are moved to the ocean when they
become smolt, or juvenile fish. Most
salmon consumed in the United States
comes from Chile.
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Featured 0&A
Continued from page 1

continued lack of balance in the famous
Lamy 'triangle’: domestic agricultural
subsidies in the US, agricultural market
access (tariffs, etc.) in the EU, and indus-
trial market access in developing coun-
tries. The fact is that since the US has
moved on domestic agricultural subsi-
dies, conceding on a (still unacceptable)
ceiling of $17 billion, as opposed to its
previous $22 billion, the EU has been
put in a corner, since it now has to deliv-
er on agricultural market access. Brussels

“ltisa major fallacy to think

that industrial products in Brazil

have all that power. »

— Mario Marconini

cannot accept a 54 percent tariff reduc-
tion and, more importantly, continues to
be vague and evasive on the discipline to
be applied to its long and comprehensive
sensitive list. As a smart reaction, the EU
has now decided to bash the G-20 in
general and, since India gets off the hook
just by binding—for the first time ever—
40 percent of its industrial lines, Brazil
has to take the flack. Indeed, Brazil has a
tough act to follow being a member of
the NAMA (non-agricultural market
access) 11—the more radical industrial
bunch where Argentina does most of the
screaming (Mercosur, you know ...) Yet,
industry in Brazil, which is highly influ-
enced by agribusiness, has already staked
a constructive position on the basis of
the EU and the US moving on agricul-
ture. It is a major fallacy to think that
industrial products in Brazil have all that
power."

Guest Comment: Rubens
Barbosa: "From the private-
sector point of view, in order to
make concessions in NAMA,
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we want to see if there is real progress in
agricultural subsidies in the US and a
reasonable opening of the EU in agricul-
ture. It is difficult to accept that at this
late stage in the negotiations, Brazil
could be presented as the country
responsible for the deadlock in the con-
versations. The core of the negotiation is
trade liberalization and reduction of
subsidies in agriculture. Brazil neither
subsidizes nor protects agricultural pro-
duction. The Brazilian government has
reiterated that it is prepared to make
concessions if and when the US and EU
present a meaningful proposal in trade
liberalization and subsidies reduction.
The world is looking for the US Congress
by the end of June to approve Trade
Promotion Authority, without which
there would be no final decision on the
Doha Round. I don't think it is the time
to start pointing fingers at who is
responsible for a possible failure of the
negotiations. Let the G-4 (US, EU, Brazil,
and India) make a final effort to produce
a balanced and comprehensive proposal
to be considered to all WTO member
countries."

Jon Huenemann is a member of the
Advisor board, a Principal in the
International Department at Miller &
Chevalier, and a former Assistant US
Trade Representative with responsibilities
in the Americas.

Mario Marconini is Director of
ManattJones Marconini Global Strategies
and a former Foreign Trade Secretary of
Brazil.

Ruben Barbosa is Head of the Foreign
Trade Council at the Sao Paulo
Federation of Industry and a former
Brazilian Ambassador to the United
States.
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