www.thedialogue.org

Wednesday, March 12, 2008

INTER-AMERICAN DIALOGUES

BOARD OF ADVISORS

Diego Arria
Director,
Columbus Group

Genaro Arriagada
Board Member, Banco
del Estado de Chile

Joyce Chang
Global Head of
Emerging Markets
Research, JPMorgan
Chase & Co.

W. Bowman Cutter
Partner,

E.M. Warburg
Pincus

Rui da Costa
Managing Director,
Latin America & the
Caribbean,
Hewlett-Packard Co.

Alejandro Delgado
Economist for Latin
America, Africa, the

Middle East & Mexico,

General Motors

Dirk Donath
Managing Director,
Eton Park Capital
Management

Jane Eddy
Managing Director,
Corporate & Govt.
Ratings Group,
Standard & Poor's

Marlene Fernandez
Executive Director for
Latin America,

The Gallup
Organization

Wallace Gardner
Vice President,
Worldwide Sales,
Chubb & Son

Javier Garza
Chairman and CEO,
Grupo Domos
Internacional

Peter Hakim
President,
Inter-American
Dialogue

Donna Hrinak
Director for Corporate
and Govt. Affairs,
Kraft Foods Inc.

Jon Huenemann
Principal,
International
Department,
Miller & Chevalier

James R. Jones
Co-chair,

Manatt Jones

Global Strategies LLC

John Maisto
Director,

US Education Finance
Group

Nicolas Mariscal
Chairman,
Grupo Marhnos

Thomas F.
McLarty Il
President,

Mclarty Associates

Juan Felipe Muiioz
President,
The Otun Group

Carlos Paz-Soldan
Partner,
DTB Associates, LLP

Beatrice Rangel
Managing Director,
AMLA Consulting LLC

José Antonio Rios
Chairman,

Global Crossing
Latin America

Andrés Rozental
President,
Rozental & Asociados

Everett Santos
President,
DALEC LLC

Roger Scher

Head of Latin American

Sovereign Ratings,
Fitch Ratings

Copyright © 2008, Inter-American Dialogue

FEATURED 0&A

LATIN AMERICA ADVISOR

Will the US Congress Pass a Free Trade Agreement with Panama?

Pedro Miguel Gonzalez, the head

of Panama's National Assembly,

said last week he would not seek

re-election, removing a key
obstacle to US congressional approval of
a free trade agreement with Panama
because of an arrest warrant for Gonzalez
in the US on charges he murdered a US
soldier in 1992. What are the prospects for
a US-Panama FTA in the wake of this
news? What is a timeline for possible
approval?

Guest Comment: David Christy:

"Unfortunately, this does not sig-

nificantly increase the chances of

passage this year. Due to US pol-
itics, the Panama FTA, which is a good
agreement, has no clear path forward. First,
the White House insists that the FTAs be
addressed in chronological order—
Colombia first, then Panama and South
Korea—and has tried without success to
goose the Colombia FTA by emphasizing
national security. Absent a vote on
Colombia soon (unlikely) or a switch in
White House policy (very unlikely, given
the national security gambit), Panama is
stuck in the queue. Even if the Bush admin-
istration were able to force a vote on
Colombia, Speaker of the House Nancy
Pelosi and other Democrats seemingly
regard FTA votes as inconsistent with
strengthening the Democratic majority.
They would resist another FTA vote this
year. Second, Senate Finance Chairman
Max Baucus insists there will be no FTA

Inside This Issue

vote until the Trade Adjustment Assistance
Act is strengthened (which could provide
Democrats cover for passing FTAs during
the elections). The administration has
rejected some of the specific proposals and
insists that expansion be linked to votes on
all three pending FTAs. This issue must be
resolved before any FTAs will have a plau-
sible path forward. Third, the elections and
current economic conditions are casting a
pall over FTAs. The recent anti-NAFTA
campaign rhetoric of Senators Clinton and

Continued on page 4

White House Says Clock
Ticking on Colombia FTA

US Secretary of Commerce Carlos
Gutierrez expressed concern Tuesday
time could be running out for congres-
sional approval of a free trade agree-
ment with Colombia. See story, page 2.

Commerce Department file photo.
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Brazil to Sign Deals with France
for Helicopters, Nuclear Sub

Brazil will sign a deal by July to buy
50 new military helicopters from
France's Eurocopter, Brazilian
Defense Minister Nelson Jobim said
Tuesday, according to Reuters. Jobim
also said Brazil would sign a deal
with France by December to build a
nuclear submarine. Brazil is upgrad-
ing its defenses to protect offshore
oil fields and a porous border in the
Amazon. However, the nuclear
propulsion submarine, which had
been previously announced, would
not be an attack vessel, Jobim
emphasized.

Total Buying ExxonMobil's
Caribbean Marketing Assets

French oil giant Total announced
Tuesday it had agreed to buy
ExxonMobil's marketing assets in
Puerto Rico, Jamaica, and the US
Virgin Islands. "The acquisition rep-
resents a marketing capacity of
around 1 million tons per year
through a network of approximately
200 service stations, a number of
petroleum product depots and an
aviation fuel retailing business,"
Total said in a press release.
Financial terms were not disclosed.

IDB Lends $630 Million to Support
Education Program in Argentina

The Inter-American Development
Bank announced Tuesday it
approved a $630 million loan to
Argentina to support the country's
plans to improve education cover-
age, equity, and quality. In a state-
ment, the IDB said the loan is part
of a nine-year, $2.7 billion condi-
tional credit line for investment
projects in the South American
nation. Argentina's education and
planning ministries will implement
the loan program, the IDB said.
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Political News

Mexico's Attorney General to
Investigate Minister for Corruption

Mexico's federal attorney general's office
announced Tuesday it would investigate
allegations of corruption against Secretary
of Government Juan Camilo Mourino, the
Associated Press reported. Mourino, who
Calderon named to the post in January to
help push an energy reform bill and other
legislation through Congress, has been
accused by opposition politicians, led by
2006 presidential runner-up Andres
Manuel Lopez Obrador—a fierce oppo-
nent of liberalizing Mexico's energy sec-
tor—of using his political clout while
serving as a federal congressman and top
energy official between 2000 and 2004 to
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base, Organization of American States
Secretary General Jose Miguel Insulza said
Tuesday, according to Bloomberg News. "I
don't know for how long it was there, but
it was a permanent camp,” Insulza was
quoted as saying from Bogota, a day after
visiting the site of the camp, which was
destroyed in the raid. Insulza traveled to
the region on Monday to lead an investi-
gation into the attack. Insulza will report
his findings to OAS member states' for-
eign ministers by March 17. Last week, the
OAS' Permanent Council said the attack
was a violation of Ecuador's sovereignty,
but stopped short of condemning it.
Colombia has apologized for the attack
and promised not to repeat it, but accuses
Ecuador—as well as neighboring
Venezuela—of supporting the FARC.
Ecuador says it is a victim of spillover

Mourino has been accused by opposition politicians of using his

political clout to win contracts from state-owned oil monopoly

Pemex for his family's trucking business.

win contracts from state-owned oil
monopoly Pemex for his family's trucking
business. "Various public officials have
accused Juan Camilo Mourino Terrazo of
allegedly benefiting
private companies
through his role as a
public servant,” the
attorney  general's
office said in a state-
ment. Mourino "has
requested that the

P

Mourino charges be clarified
Photo: secretariat of because he feels they
government. lack substance," it

said. Earlier on Tuesday, Mourino held a
press conference and denied the accusa-
tions. "As a public servant, I never took
part in any act that would have economi-
cally benefited me or my family," Mourino
was quoted as saying.

Insulza: FARC Rebel Camp in
Ecuador Was a Permanent Base

A Colombian FARC rebel camp in
Ecuador that was attacked by Colombia's
military on March 1 was a permanent

from Colombia's decades-long civil war
and has called for a multinational force to
monitor the Colombia-Ecuador border.
Insulza on Monday rejected that proposal,
saying it is too difficult to control activity
along the 370 mile-long border.

Economic News

Bush Administration Worried Time
Running Out on US-Colombia FTA

The White House is worried that the clock
is running out on pending free trade
agreements with Colombia, Panama, and
South Korea and could push for a vote in
Congress, rather than waiting for the
House Democratic leadership to schedule
a vote, according to media reports. Several
lobbyists said they expect the White
House to submit the Colombia deal to
Congress as early as this week.
Administration officials would not con-
firm or deny the speculation. "I'm not
going to get into speculating on that, or
setting up a date ... The only thing T will
say is this is important for the president,”
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US Commerce Secretary Carlos Gutierrez
said Tuesday, according to Reuters. "We
want to do this in a bipartisan way. We
want to do this together. But I'll tell you,
we can not run out of time," he said. The
Colombia deal is the first pact in line, but
House Speaker Nancy Pelosi (D-CA) has
said she won't put it to a vote until the
South American country has shown more
progress in protecting labor unionists
from violence and prosecuting the perpe-
trators, a key concern among many
Democrats. "What has always worried us
about this approach is that we're simply
allowing the clock to be ... run out,"
Gutierrez explained. Under the president's
so-called fast track authority, Congress
would have 90 days to approve or reject a
trade agreement. One unnamed adminis-
tration official admitted that there is "a
growing inclination that the president is
going to have to send up Colombia" to
Congress, according to Washington daily
Politico. Many pro-trade lobbyists are
worried the White House will fail to gain
Democratic support if it breaks with long-
standing trade deal protocol by sidestep-
ping Pelosi, according to Politico.

US Fed Move Fuels Strong Gains
in Latin American Markets

Latin American markets surged Tuesday
after the US Federal Reserve injected $200
billion into the US financial system to
help stave off a recession, Reuters report-
ed. Mexico, which is heavily dependent on
the US economy, led market gains.
Mexico's benchmark IPC index rose 4.4
percent, while the peso gained 0.67 per-
cent to 10.777 per dollar. Stock markets in
Argentina, Brazil, and Colombia also
posted gains, while the Chilean peso
strengthened 1.38 percent to a 10-year
high of 434.30 per dollar. Brazil's curren-
cy, the real, gained 1.35 percent to 1.684
per dollar, despite an auction of dollars by
the Central Bank and after Finance
Minister Guido Mantega denied local
media reports that the government was
preparing measures to curb the real's
appreciation. In the bond market, overall
emerging market debt returns climbed
0.22 percent on the benchmark JP Morgan
EMBI+ index 11EM]J, led by gains in
Argentine bonds, Reuters reported.
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The Dialogue Continues

Will the Underlying Problems of Last Week's Andean Crisis Remain?

Tensions between Colombia,

Ecuador, and Venezuela eased

over the weekend after a

week of verbal attacks ended
in handshakes between the leaders of
the three Andean nations and a promise
by Colombian President Alvaro Uribe to
never again violate his neighbors' sov-
ereignty. But although the crisis
appears to be over, will the underlying
problems remain? Do you foresee
greater cooperation among the three
countries against Colombia's FARC
rebels? What role should other coun-
tries of the Hemisphere and multilateral
institutions such as the Organization of
American States play?

Board Comment: Diego Arria:

"Handshakes and forced

smiles lowered the decibels at

the meeting, but by any meas-
ure the conflict is not over. How could it
be otherwise when two presidents are
denounced publicly by another head of
state for cooperating with the terrorist
FARC, which is guilty of crimes against
humanity such as murder, torture, and
kidnapping? President Uribe's accusa-
tions that Chavez has bankrolled the
FARC and, with them, planned a strate-
gy to gain international recognition and
destabilize Colombia's democratically
elected government is too serious to be
swept under the rug. Much of the evi-

dence based on data culled from com-
puters recovered during the raid on the
FARC encampment have been shared
with Interpol. Much data has yet to be
disclosed, and Colombia should put it
out for the world to see as soon as doing
so will not compromise ongoing investi-
gations. If true, President Uribe's allega-
tions would provide the groundwork for
a case against Chavez, including at inter-
national bodies. For example, United
Nations Security Council Resolution
1373 mandates that 'anyone who has
participated in the financing, planning,
preparation, or perpetration of terrorist
acts or in supporting terrorist acts must
be brought to justice." This resolution
assigns equal responsibility to perpetra-
tors and supporters of international ter-
rorism and would apply to Venezuela
and Ecuador if in fact these states pro-
vided safe havens from which to launch
terrorist activities, as well as financing."

Diego Arria is a member of the Advisor
board and Director of the Columbus
Group.

Editor's note: the above is a continuation
of a Q&A published in the March 11,
2008 issue of the Advisor.

Mantega: "Melting" Dollar a Problem for Brazil

The "melting" US dollar is a problem for Brazil, which could be hit by the global lig-
uidity crisis despite the South American country's strong economic fundamentals,
Finance Minister Guido Mantega said Tuesday, according to Reuters.

"The dollar is melting and not only here in Brazil," Mantega said in a meeting with law-
makers in Brasilia, the capital. "It's a problem that worries us ... and it's a problem that

has to be addressed.”

Brazil's Central Bank has some $190 billion in international reserves, an all-time high.
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Featured 0&A
Continued from page 1

Obama has made FTA votes even more
problematic."

Guest Comment: Domingo
Latorraca: "Determining if the
US-Panama TPA gets a place
on the agenda would become
the key issue once we reach September
1—if indeed Mr. Gonzalez does not
seek re-election. The chairman of the

€ Due to US politics, the

Panama FTA, which is a

good agreement, has no
clear path forward. »

— David Christy

House Ways & Means Committee stated
recently that the US-Panama Trade
Promotion Agreement (TPA) would not
be voted on this year—this statement
would have to be revised. I find it very
unlikely that the trade agreement could
be voted on before the November elec-
tions in the US. Provided the election
results are favorable for the trade agen-
da, the TPA could be voted on during
the lame-duck period, which is a very
small window of opportunity. If not,
the new administration's view on trade
(remember that both Democratic can-
didates have stated they would renegoti-
ate NAFTA) would determine if the
TPA remains in the freezer."

Guest Comment: Ambler Moss:
"Although the TPA was com-
pleted in December 2006, it has
been languishing before the US
Congress. Given the strong relationship
between the two countries, and without
serious opposition, it was an aberration
not to pass it. But there was one signifi-
cant political obstacle. Pedro Miguel
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Gonzalez, the head of Panama's National
Assembly, was under an arrest warrant in
the US on charges that he murdered a US
soldier in 1992, a charge for which he
was exonerated in Panama. Now,
Gonzalez said last week he would not
seek re-election. Congress may now
move ahead and approve the TPA. It has
bipartisan support, as the United States
gains reciprocity. Around 95 percent of
Panama's goods exported to the United
States come in duty free under unilateral
benefits programs like the Caribbean
Basin Initiative. But Panama still main-
tains important barriers to US agricul-
tural products. Senator Chuck Grassley
(R-IA), ranking member of the Senate
Finance Committee, welcomed the TPA
last year. He said: 'Panama imposes a tar-
iff of up to 74 percent on our pork
exports, a major lowa product. The
agreement will result in duty-free access
for US pork, as well as for beef, corn, soy-
beans, and other Iowa agricultural prod-
ucts. By giving duty-free access to US
goods and services in the Panamanian
market, this agreement will bring much-
needed reciprocity to our bilateral trad-
ing relationship."

David Christy is a Member of the Trade
Policy Group at Miller & Chevalier, an
Adjunct Professor of Law at Georgetown
University, and a founding member of the
Academy of WTO Law and Policy at
Georgetown University's Institute for
International Economic Law.

Domingo Latorraca is President of the
Chamber of Commerce, Industry, and
Agriculture of Panama.

Ambler Moss is a Professor of
International Studies at the University of
Miami and a former US Ambassador to
Panama.
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