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LATIN AMERICA ADVISOR

Featured Q&A With Our Board of Advisors

The United States is reportedly

close to finalizing a US counter-

drug aid package for Mexico

said to be the biggest such assis-
tance package after the multibillion dol-
lar, multiyear Plan Colombia. What impact
do you see US aid having on Mexico's
drug war? What enthusiasm is there in the
US Congress for such aid given disap-
pointment among many lawmakers with
Plan Colombia?

Board Comment: Nicolas

Mariscal and Sergio Ferragut:

"Mexico can use all the help it

can get to fight organized crime.
There is currently an initiative under the
auspices of the Secretariat of Public Safety
(SSP) in Mexico to strengthen the technol-
ogy used to fight organized crime. This is
one area where US help may prove very
effective ... Help is needed, but more of the
same a la Plan Colombia will do little to
address the root causes of drug trafficking
in Mexico. The US must come to grips
with the true drivers of the drug trade and
design a policy—to be implemented on a
global scale—capable of delivering a real
solution. A new paradigm of drug legaliza-
tion and control must replace the current
failed drug prohibition policy. In the
meantime, organized crime goes beyond
drugs, and Mexico can certainly use strong
US support to strengthen its law enforce-
ment institutions. It remains to be seen if
US politicians are up to the challenge."

Inside This Issue

Guest Comment: Henry Cuellar:

"I envision the United States'

assistance to Mexico as beneficial

for both countries. The drug
trade and drug-related violence we see
daily along the border demands to be
resolved, and I am determined to work
with Congress, the president, and Mexican
officials on this issue. As a Laredo native, I
have a first-hand understanding and expo-
sure to the crisis. The severity of the prob-
lem prompts me to take steps forward to
combat the drug cartels that permeate the
border region and beyond. By bringing
calm back to Mexico, expanding the

Continued on page 3
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See related news brief on page 2.
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Mexican Industrial
Output Flat in June

Industrial production in Mexico
rose 0.1 percent in June from the
same month a year ago, government
statistics agency INEGI reported on
Tuesday. Industrial output remained
flat in June amid a 0.3 percent year-
on-year drop in manufacturing,
which accounts for 70 percent of
total industrial production, while
the electricity, gas, and water sector
grew 2.1 percent, followed by min-
ing (1.9 percent) and construction
(1.1 percent). June's 0.1 percent
overall increase in industrial output
was the lowest since March.

Cost of Petrobras-PDVSA
Refinery Rises to $4.5 Billion

Brazil's state-run oil company
Petrobras said Tuesday that a refin-
ery to be built with Venezuela's state
oil giant PDVSA will cost $4.5 bil-
lion instead of $2.5 billion as origi-
nally estimated, Reuters reported.
The higher price tag for the refinery
in the northeastern Brazilian state of
Pernambuco rose because of
increasing oil industry costs,
Petrobras' supply director, Paulo
Roberto Costa, told reporters.

Ex-Warlord: Colombia Not Serious
About Ending Drug Trade

Colombia is not serious about
cracking down on the drug trade
that fuels the country's four decade-
old insurgency, imprisoned former
paramilitary warlord Salvatore
Mancuso said in an interview pub-
lished Tuesday by Reuters. Vested
interests, including politicians and
military officers who collude with
drug smugglers, contractors con-
nected to a multibillion-dollar US
counterdrug program, and compa-
nies that sell chemicals used to
process cocaine, don't want the war
to end, Mancuso said.
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Economic News

Venezuelan Economy Grew 8.9
Percent in the Second Quarter

Venezuela's economy grew 8.9 percent in
the second quarter, the Central Bank
reported on Tuesday. The non-oil sector,
spurred by the communications and
banking sectors, grew 10.8 percent in the
quarter, but the country's oil sector fal-
tered, shrinking 3.9 percent amid
increased state involvement in oilfields,
according to Reuters. Private-sector oil
GDP fell 11.6 percent as President Hugo
Chavez edged US oil companies
ConocoPhillips and ExxonMobil out of
four oil projects in the quarter. Slow oil
production at state owned oil company
PDVSA and the country's persistent infla-
tion continue to plague Venezuela, Latin
America's  fastest-growing economy.
Official data put the country's oil produc-
tion at 3.1 million barrels per day (bpd),
but some analysts dispute the figure, say-
ing the OPEC nation only produces about
2.4 million bpd, according to Reuters.
Venezuela's 12-month inflation to July, the
highest in the region, was 17.2 percent.
The economy will grow by no less than 8
percent this year, Finance Minister
Rodrigo Cabezas said Tuesday. Last year,
Venezuela saw economic growth of 10.3
percent.

Political News

Argentina Issues Arrest Warrant for
Venezuelan in Suitcase Scandal Case

An arrest warrant was issued Tuesday for a
Venezuelan businessman caught earlier
this month attempting to smuggle
$800,000 in cash into Argentina on a gov-
ernment-chartered plane, Bloomberg
News reported. Guido Alejandro Antonini
Wilson had not been immediately charged
when customs agents found the money in
his briefcase after landing in Buenos Aires
with officials from the state oil companies
of Argentina and Venezuela, sparking a
scandal that has tested relations between
the two countries. Argentine federal pros-
ecutor Maria Luz Rivas Diez asked a judge
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to order the arrest of Wilson, whose
whereabouts are unknown. As concerns
about corruption in the government of
Argentine President Nestor Kirchner grow
ahead of the country's October 28 presi-
dential election, in which Kirchner's wife,
Cristina Fernandez de Kirchner, will be a
candidate, opposition groups have sought
to capitalize on the so-called suitcase scan-
dal. "What's the origin of the money?
Where was it going? What relationship
does Antonini Wilson have with the gov-
ernment of Venezuela, with Argentine
officials?" asked a statement issued by the
opposition Radical Civic Party. President
Kirchner fired Claudio Uberti, head of an
agency that controls highways, who
reportedly allowed Wilson on the plane
with him. But Argentine Cabinet Chief
Alberto Fernandez said that Venezuelan
state-owned oil firm PDVSA allowed
Wilson on the plane. In Venezuela, oppo-
sition groups have scheduled a march for
today to protest corruption at PDVSA.

Company News

AmBev Posts 7.2 Percent Drop
in Q2 Profit on Higher Costs

Brazilian beverage giant AmBev on
Tuesday reported a 448.7 million-real
($US 225.4 million) second-quarter net
profit, down 7.2 percent from the same
period of 2006, amid higher costs. In an
earnings release, the Brazil-based AmBev,
Latin America's largest brewer with a pres-
ence in 13 countries and Canada, said net
revenues rose 12.1 percent year-on-year in
the second quarter to 4.53 billion reais,
while EBITDA (earnings before interest,
tax, depreciation, and amortization)
increased 16.5 percent to 1.85 billion reais.
Sales volume grew 4.9 percent year-on-
year to 31.2 million hectoliters, led by 6.1
percent growth in Brazil, which accounts
for more than 60 percent of AmBev's net
revenues. Despite stronger sales and rev-
enues, earnings were hit by an 82.4 percent
jump in operating expenses to 443.8 mil-
lion reais, due mainly to exchange rate
losses and goodwill payments related to its
operations in Argentina and Canada,
while provisions for taxes more than dou-
bled to 294.8 million reais.
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Mexican economy, and creating oppor-
tunity, we will find ourselves engaged in
a cohesive partnership with Mexico,
which will impact the two countries in a
positive way. I expect to gain the support
of colleagues because the endeavor to
create a safer and more secure Mexico is
in the best interest of the United States,
as it is in that of our southern neighbor.
I have introduced the Prosperous and
Secure Neighbor Alliance Act of 2007,
which would dramatically change how
our nation resolves the numerous prob-
lems found on the border with Mexico.
Unlike Plan Colombia, the legislation
aims to target the root of the problem by
professionalizing the Mexican police
force, upgrading technology, strengthen-
ing the judicial branch, establishing anti-
corruption programs, and promoting
economic and social development. As
neighbors, it is evident that we must
meet each other halfway in order to
make progress for safety along the bor-
ders."

Guest Comment: Armand

Peschard-Sverdrup: "In the

eight and a half months that

President Felipe Calderon has
been in office, he has demonstrated a
firm commitment and bold leadership in
taking on transnational organized crim-
inal organizations. It is imperative that
the counternarcotic package under dis-
cussion be viewed in both countries as
an effort by both governments to work
hand-in-hand to more effectively com-
bat a common security threat that is
responsible for a rash of violence in
communities within both our nations—
and not just along the border. After all,
we are talking about sophisticated, ruth-
less, and well-financed transnational
organized crime that is involved in the
trafficking of drugs, people, arms, con-
traband, as well as money laundering.
The bone of contention of such a pack-
age will be finding 'the' comfort zone of
a joint operational presence within each
other's respective nations—something
that comes with a distinct set of respec-
tive sensitivities. While the package is
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being billed as a counternarcotic aid
package, one should not lose sight of the
potential ancillary benefit that it could
have—that being the opportunity to
strengthen Mexican law enforcement
and security institutions. Strengthening
such institutions and bringing them up
to par with their US counterparts can
only benefit US security interests—par-
ticularly considering how closely inte-

¢ The bone of contention of
such a package will be finding
'the' comfort zone of a joint

operational presence within each

other's respective nations e

— Armand Peschard-Sverdrup

grated our two nations are. What's more,
I also see its potential for helping to fur-
ther consolidate democratic governance
in Mexico, given its potential for shoring
up the rule of law and the administration
of justice. I am confident that the US
Congress will be able to discern between
Plan Colombia and an aid package for a
country with whom we share a 2,000
mile border, not to mention far greater
strategic interests."

Nicolas Mariscal is a member of the
Advisor board and Chairman of Grupo
Marhnos in Mexico. Sergio Ferragut is
the author of a recently published book
on illicit drugs called A Silent
Nightmare.

Henry Cuellar is a Democratic member
of the US House of Representatives from
Texas.

Armand Peschard-Sverdrup is Director
of the Mexico Project at the Center for
Strategic & International Studies.
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