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FEATURED 0&A

LATIN AMERICA ADVISOR

Will Costa Rica Turn Away from Int'l Trade and Integration?

Costa Rica last week got a three-

month extension for approving

the final legislation necessary to

implement the DR-CAFTA trade
pact with the US. What is causing the
delay in Costa Rica's Congress? How will
this affect further plans for economic inte-
gration in Central America, including a
trade pact with the EU planned for 2010,
and ongoing talks of a Central American
customs union?

Guest Comment: Carlos Imendia:

"Costa Rica has missed the mark

twice on the CAFTA deadline

since 2006—while regional part-
ners did only once—illustrating a prevail-
ing unpreparedness and lack of coordina-
tion to set internal conditions for engaging
in treaties with big players. But what is hap-
pening in Costa Rica is beyond Kafka's
imagination. Congress got trapped because
its legal advisors and those of the trade
ministry (COMEX), who wrote the bill,
forgot that Costa Rica subscribed to the
ILO Convention 169. Defenders of the bill
(President Arias' party, the PUSC) are try-
ing to fix this loophole with subterfuges, so
opponents (the Citizens' Action Party and
the Libertarian Movement Party) will fire
back with another consultation to Sala IV
(the Constitutional Chamber of the
Supreme Court). This could mean an epi-
taph for Costa Rica's majority wish to join
CAFTA, if a transparent and timely process
is not implemented to deal with the obliga-
tion to consult indigenous peoples.

Inside This Issue

Deepening the process toward a customs
union is already jeopardized, because non-
harmonized goods remain and two trade
norms are in place, raising the threat of
trade triangulations. The congressional
trap in which Costa Rica finds itself will
only endanger the already winding road
towards a homogenous trade area and slow
the EU negotiations. The odds are against
free trade champions, with the US
ensnared in trillions of debt and the begin-
ning of tough economic times in the US
and Europe."

Continued on page 3
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Techint Confirms $6.6 Billion
Investment Plans for Mexico

Paolo Rocca (L), president of the Techint
Group, said in a meeting with President
Felipe Calderon (R) Wednesday that the
investments are a reflection of the com-
pany's confidence in Mexico. See brief
on page 2.

Photo: Mexican Government.
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Techint Confirms $6.6 Billion
Investment Plans for Mexico

Argentine conglomerate Techint
announced Wednesday it is investing
$6.6 billion over the next five years
in steel and mining projects in
Mexico despite panic in global mar-
kets. The plans involve construction
of two steel plants in the states of
Nuevo Leon and Veracruz. Paolo
Rocca, president of the Techint
Group, said in a briefing with
President Felipe Calderon that the
investments are a reflection of the
company's confidence in Mexico.

Gov't Denies PetroFalcon Deal
to Acquire Anadarko Venezuela

Caracas-based PetroFalcon
Corporation said Wednesday its
proposed acquisition of Anadarko
Venezuela has not been approved.
In April, PetroFalcon announced a
purchase agreement of the
Venezuela unit of Anadarko
Petroleum for $200 million in cash.
On Wednesday, Venezuela's govern-
ment denied approval for the acqui-
sition. PetroFalcon said state oil
company PDVSA now intends to
acquire Anadarko's interest in
Petroritupano, a joint venture with
PDVSA and Petrobras Energia, in
which Anadarko Venezuela indirect-
ly owns 18 percent interest.

InBev Names Latin America Exec
to Run Anheuser Bush's NA Unit

Brewing giant InBev SA announced
Wednesday that Luiz Fernando
Edmond, a Brazilian who formerly
ran Latin America North at InBev,
will lead the company's North
American operations when the
Belgian brewer acquires Anheuser-
Busch later this year. Joao Castro
Neves, who currently serves as
InBev's President for Latin America
South, will take over Edmond's job
in Latin America North.
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Economic News

Ecuador's Energy Minister
Resigns Unexpectedly

Ecuador's Mining and Petroleum
Minister, Galo Chiriboga, unexpectedly
resigned Wednesday. President Rafael
Correa replaced him with the country's
former strategic sectors coordinator,
Derlis Palacios, the government said in a
statement. Chiriboga, who had served
h\ " " since July 2007, did

. .| not disclose why he
d resigned, although
the government said
in its statement that
it wanted the oil sec-
tor to increase pro-
ductivity more
quickly. Chiriboga
had overseen the
transition of oil sec-
tor contracts that
granted the government 99 percent of for-
eign companies' windfall oil income
(earnings on oil sold above prices fixed in
company contracts before prices tripled).
Companies also began paying a fixed fee
for their extraction services, rather than
keeping a percentage of the oil produced.
France's Perenco and Spain's Repsol-YPF
recently agreed to sign new contracts with
Ecuador, while China's Andes Petroleum
already has signed. The US-based City
Oriente, however, terminated its contract
and accepted $69 million in compensa-
tion. In related news, Ecuador's govern-
ment announced Wednesday that
Brazilian construction company
Odebrecht will have to leave the country
indefinitely as a result of not coming to
agreement on compensation for damages
to the San Francisco hydroelectric dam
project, local daily EI Comercio reported. A
proposal submitted by the company was
not acceptable to the country, a govern-
ment official said, after meetings with
President Rafael Correa concluded
Wednesday. In late September, Correa
ordered the military to take over
Odebrecht's facilities in Ecuador, citing
structural defects that appeared in the
hydroelectric dam it had opened months

Derlis Palacios
Photo: Ecuadorean
Government.
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earlier. [Editor's note: see related Q&A in
the October 8, 2008 issue of the Advisor.]

Brazilian Finance Minister Calls
Extraordinary Meeting of G20

Brazilian Finance Minister Guido
Mantega on Wednesday called an emer-
gency meeting of the Group of 20 nations
for Saturday, October 11, in Washington.
Since March, Mantega has chaired the
G20, which is composed of the 20 largest
economies in the world. The meeting is
scheduled to take place at the
International Monetary Fund (IMF) in
Washington and coincides with the annu-
al World Bank/IMF meetings scheduled
later this week through next Monday.
Brazilian Central Bank President
Henrique Meirelles will also participate in
the meeting, according to Agencia Brasil.
The purpose of the meeting, which was
reportedly requested by US Treasury
Secretary Henry Paulson, is to discuss
aspects of the global financial crisis and its
impact on the global economy, according
to the report.

Latin America "Better-built" to
Withstand Crisis, World Bank Says

The World Bank's chief economist for
Latin America and the Caribbean,
Augusto de la Torre, said Wednesday the
region has better "immunological capaci-
ties" than in the past to confront the glob-
al financial crisis, but that the initial effects
—financial contagion, decreased demand
for exports, and lower commodity
prices—are already hitting home in the
hemisphere. Speaking to reporters in
Washington, de la Torre characterized the
economic situation in Latin America as "a
better-built boat facing a nastier storm."
De la Torre added that in some cases
developing nations would not be hit near-
ly as hard as their more-developed neigh-
bors, particularly in respect to the
decreased liquidity being seen in the US
and Europe, and declining growth in 2009.
Average economic growth in Latin
America will fall to between 2.5 and 3.5
percent in 2009, still higher than even the
most modest estimates for the US and
Europe.

Page 2 of 3


http://www.thedialogue.org/uploads/LAA/Daily/2008/LAA081008.pdf

Inter-American Dialogue’s Latin America Advisor

Thursday, October 9, 2008

Featured 0&A
Continued from page 1
Guest Comment: Otton Solis:
"The delay has been caused by
the Costa Rican government,
which at the last minute added
a bill (Proyecto 13) to the implementa-
tion agenda that had never been men-
tioned before and that hands rights over
our biodiversity to multinational corpo-
rations. We assume that this bill was
requested by the United States. The
norms of the bill violate international
agreements that require consultation
with indigenous communities and vio-
late legislative rules. Despite our warn-
ings, the government did not modify the
bill or the procedures, which led us to
consult the Supreme Court on the con-
stitutionality of the action. The Court
was the reason that the approval of the
bill has been delayed. In addition, the
Court advised that there were reforms to
other laws (like the Biodiversity Law)
that couldn't be processed under
Proyecto 13. The short route for the free
trade agreement (FTA) to be implement-
ed is for the US to renounce Proyecto 13.
For the US it is essential for Costa Rica to
be part of the FTA, so it should be easy to
get the US to back off this bill if the
Costa Rican government asks for it.
Unfortunately, in this matter President
Oscar Arias has followed to the letter the
requests of the Bush Administration,
more so than the intellectual, business,
and social sectors in Costa Rica would
have liked. For our party (Citizens'
Action), respecting the Constitution and
the rights of indigenous people are infi-
nitely more important than CAFTA or
the EU Association Agreement. Central
American integration is not affected in
the very least by not implementing
CAFTA. Thus we will do everything pos-
sible to impede President Arias in com-
plicity with President Bush from assault-
ing the rights and procedures of the
Constitution."

Guest Comment: Vicente
Lines: "The latest delay to
Costa Rica's accession to and
implementation of DR-CAFTA
is a legal one: last September 11, the
Supreme Court ruled that the draft bill
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for amendments to intellectual property
laws required a formal consultation with
Costa Rican indigenous peoples. The
consultation is legally required because
of an amendment to the biodiversity
protection statute, Ley de Biodiversidad.
The amendment to the Ley de
Biodiversidad is directed to ensuring
pharmaceutical companies are allowed
patent protection over their discoveries.
However, although the Costa Rican gov-
ernment still has substantial work to do
to ensure the country's accession to DR-
CAFTA, we do not believe there is cause
for alarm for those in favor of the treaty's
final ratification. In first place, this is
arguably the final legislative hurdle.
Congress has already approved eleven
landmark statutes, including two which
open the telecom and insurance indus-
tries to competition. In second place, the
Supreme Court's intervention in this
case is not an extraordinary move by the
Costa Rican Judiciary, but rather a rou-
tine procedure in legislative process. In
third place, the administration and con-
gressional backers of CAFTA have opted
to implement a plan to pass this twelfth
and final implementing statute. The idea
is to omit the amendment to the Ley de
Biodiversidad, which triggers the need to
consult with indigenous peoples, a
process that adds time and complication
to the approval of the broader reforms to
the IP amendments package. The EU has
entered into negotiations with Costa
Rica predicated on the government's
assurances that the country has the abil-
ity to successfully negotiate and imple-
ment a trade agreement with a major
world economy. Although the EU nego-
tiation involves a totally separate matrix
of issues, a failure to implement CAFTA
will surely be used by the EU as a chip in
the negotiations and leave Costa Rica in
a bad position."

Carlos Imendia is an independent econo-
mist based in Honduras.

Otton Solis is the founding president of
Costa Rica's Citizens' Action Party.

Vicente Lines is a Partner at Arias &
Mugioz in Costa Rica.
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