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Should U.S. Lawmakers Extend the Tariff on Imported Ethanol?

A bipartisan group of U.S. law-

makers recently introduced a bill

to extend a tax credit for U.S.

ethanol producers and maintain
a 54-cent tariff on imported ethanol, which
Brazilian ethanol producers say amounts
to trade protectionism. Should the tariff be
extended for another year, and is that like-
ly? Will a new U.S. renewable fuel stan-
dard that denotes Brazilian sugar cane
ethanol as an "advanced biofuel" affect
the viability of the tariff?

Earl Pomeroy (D-N.D.), member

of the U.S. House Agriculture

Committee: "We know that with

the renewable fuel standard,
ethanol usage will not drop with an expira-
tion [of the ethanol tax credit]. We need to
shift where the ethanol comes from, and
this is the element behind the tariff com-
ponent to the bill. We need to continue to
extend the tariff in support of domestically
produced ethanol as opposed to simply
going from a reliance on imported oil to a
reliance on imported ethanol produced in
Brazil. We also need to make sure the
ethanol tax credit is being used to support
American-made ethanol. The tariff ensures
that we are subsidizing U.S. ethanol, not
ethanol from foreign countries. That's why
it's important. Bottom line: failure to
extend the Volumetric Ethanol Excise Tax
Credit (VEETC) could result in a reduction
to this important market for America's
farmers. It would reduce corn planting and
corn prices. It would have significant eco-

Inside This Issue

nomic impact throughout rural America
and diminish our own renewable fuel
sources."

John Shimkus (R-11l.), member of
the U.S. House Energy and
Commerce Committee: "I believe
the tariff on imported ethanol
should be extended, and legislation that I
am cosponsoring (H.R. 4940) would
extend it for five years. I am hopeful that
our legislation passes this year.
Congressman Pomeroy is the sponsor, and

Continued on page 3

Top U.S., Brazilian Military
Officials Sign Defense Accord

Defense Minister Nelson Jobim and U.S.
Defense Secretary Robert Gates (L-R) on
Monday at the Pentagon signed an
accord for closer military cooperation.
See story on page 2.

Photo: U.S. Defense Department.
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U.S. First Lady Michelle Obama
Begins Mexico Trip Today

U.S. First Lady Michelle Obama
today begins a trip to Mexico that
will last until Thursday. She will
meet Wednesday with Mexico's first
lady and will tour Mexico's National
Museum of Anthropology. Obama
also will visit an elementary school
and will speak at the Universidad
Iberoamericana. The first lady will
"build on her recent conversation
with Mexican First Lady Margarita
Zavala de Calderdn on the issues of
education and economic advance-
ment in both countries," the White
House said last month.

Commission Head: Guatemalan
Officials Allied With Criminals

Powerful criminal organizations in
Guatemala maintain close relation-
ships with corrupt judges, business-
men and politicians, the head of the
U.N.-sponsored International
Commission Against Impunity in
Guatemala, known as CICIG, said in
an interview with EFE published
Monday. Carlos Castresana, a
Spanish jurist, said with corrupt
officials on their payrolls, drug
gangs are feeling especially threat-
ened by CICIG's efforts to fight
impunity in the court system.

Argentina Computer Sales Rose
22 Percent in Fourth Quarter

Computer sales in Argentina
increased 22 percent in the fourth
quarter of 2009 from the previous
year's levels to 554,000 units, led by
laptop sales and a rebound in cor-
porate purchases, technology con-
sulting firm IDC said Monday.
Laptop sales grew 58 percent year-
on-year to 254,000 units as the mar-
ket saw a "reactivation of the corpo-
rate and government segments,"
which had been depressed for most
of the year, IDC said.
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Political News

Top U.S., Brazilian Military Officials
Sign Defense Cooperation Accord

The top U.S. and Brazilian defense offi-
cials on Monday signed an accord
designed to strengthen military ties, the
first pact of its kind between the countries
in more than three decades, Reuters
reported. U.S. Defense Secretary Robert
Gates and Brazilian Defense Minister
Nelson Jobim, who is accompanying

¢ This agreement will lead to a
deepening of U.S.-Brazil defense
cooperation at all levels. »

— Robert Gates

President Luiz Inédcio Lula da Silva at this
week's nuclear security summit in
Washington, signed the agreement at the
Pentagon. "This agreement will lead to a
deepening of U.S.-Brazil defense coopera-
tion at all levels," said Gates, adding that
the accord is a "transparent, positive
model for engagement throughout the
Americas." The pact promotes exchanges,
such as visits by naval ships and language
about working together on "the acquisi-
tion of defense products and services."
Brazilian officials are currently deciding
to which company they will award a con-
tract for 36 military jets, a $4 billion pur-
chase. The contract could grow to 100
planes. U.S.-based Boeing's Super Hornet
jets are in the running, but Jobim said last
week that Brazil's air force prefers the
Rafale, built by France's Dassault. Jobim
said Monday that Brazil will not make the
decision for weeks. Jobim must present
Lula his recommendation and Brazil's
National Defense Council would have to
study the recommendation before a final
decision is made, said Jobim. Last year, a
military accord between Washington and

Bogotd gave U.S. troops greater access to
Colombian military bases, leading to crit-
icism from Latin American countries,
notably Venezuela. Brazil also raised con-
cerns about the accord. The U.S-Brazilian
agreement signed Monday does not give
U.S. troops access to military bases in
Brazil.

Economic News

Pinera: Chile May Sell Stake
in Electricity Producer

The Chilean government may sell its stake
in an energy unit of state-owned copper
producer Codelco in order to raise money
for reconstruction after the South
American country's massive Feb. 27
earthquake, President Sebastidn Pinera
said Monday, Bloomberg News reported.
Codelco may sell off its stake in Empresa
Eléctrica del Norte Grande, or Edelnor,
Pifiera said at the Brookings Institution in
Washington, where he is attending this
week's nuclear security summit. "We are
intending to include in our plan the dis-
posal at market prices and in a transpar-
ent way of many, many non-core public
assets,” said Pinera. "For instance,

Codelco owns Edelnor, which is an elec-
tric plant, which is not part of its core

Pifiera on Monday in Washington.

Photo: Brookings Institution.

business." The 8.8-magnitude quake is
estimated to have caused approximately
$30 billion in damage. Pifiera had previ-
ously said that the government may sell
some assets to pay for the reconstruction
but his statements Monday marked the
first time he publicly said which may be
up for sale. Edelnor's market value is
approximately $2.2 billion. Codelco, the
world's largest copper producer holds a
40 percent stake. France's GDF Suez has a
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controlling stake of 52.4 percent. Last
week, Chile's government said it planned
a debt sale to help pay for the rebuilding.
Chile is planning to sell a 10-year dollar
bonds within the next months,
Bloomberg News reported, citing an
unnamed government official. The terms
of the bond sale have not been finalized.

Cuba Spending More Than
$1.5 Billion to Import Food: V.P.

Cuba is spending more than $1.5 billion
annually on imports of food, Vice
President José Ramoén Machado said
Monday, EFE reported, citing state-run
communist newspaper Granma. Speaking
to a gathering of farmers, Machado said
Cuba must boost agricultural produc-
tion. If Cuba does not have "strong, effi-
cient agriculture, it will be unable to
increase production to
the amount people
need," Machado said,
according to the report
in Granma. Machado

" also said there are
2 4 "obstacles and bureau-
N et cratic decisions that

bog down the distribu-
tion and sale of meat,
fish, grains and garden
produce." Machado
has previously said that agricultural poli-
cy should see that areas across Cuba have
adequate food without high costs for
transportation. Cuban President Raul
Castro has said boosting food production
is needed for "national security" so the
country doesn't have to import food
when international prices are high. Since
taking over as president from his ailing
brother Fidel in 2006, Raul Castro has
made thousands of acres of land available
to cooperatives and family farmers in an
effort to increase food production.
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Machado

File Photo: Granma.

Company News

Western Union Offering Online
Transfers With Banco do Brasil

Customers of Banco do Brasil can now
send money transfers online through a

partnership with Western Union, the
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he is on the House Ways and Means
Committee. I serve on the Energy and
Commerce Committee. And we have
bipartisan support for our bill, making it

€€ The tariff ensures that
we are subsidizing U.S.

ethanol, not ethanol from

foreign countries.”®

— Earl Pomeroy

more viable as both an agriculture-relat-
ed and energy security-related piece of
legislation. I do not believe a definition
in a new renewable fuel standard would
change the way Brazilian ethanol would
be treated with respect to the tariff."

Joel Velasco, chief represen-
tative in North America of the
Brazilian Sugarcane Industry
Association:  "Sugar cane
ethanol from Brazil is an advanced, low-
carbon fuel that could help Americans
save money at the pump, cut dependence
on Middle East oil and improve the envi-
ronment as both the U.S. Environmental
Protection Agency and the California Air
Resources Board have recognized.
However, Americans will not fully bene-

fit from this clean, more affordable alter-
native if Congress continues to erect
trade barriers against imported ethanol.
The tariff makes sugar cane ethanol
nearly unavailable in the U.S. market,
and should not be extended for another
year. After 30 years of subsidies and
import taxes, American consumers
deserve clean fuels at a market-based
price. Thanks to generous government
incentives and consumption mandates
over the last 30 years, the United States
has built the world's largest ethanol
industry producing more than 12 billion
gallons of corn ethanol per year. Brazil is
the world's second-largest producer with
about 6 billion gallons, without govern-
ment subsidies. Americans and

« American consumers

deserve clean fuels at a

market-based price. »

— Joel Velasco

Brazilians share the same goal to reduce
dependency on fossil fuels, and
Brazilians are proud to have replaced
half of their gasoline needs with sugar

Continued on page 4

Englewood, Colo.-based company said
Monday. Western Union's "Money
Transfer in Minutes" service allows the
Brazilian bank's customers to send
money transfers through the bank's
Internet site, Western Union added. "Our
relationship with Western Union offers
Banco do Brasil the ability to comple-
ment its range of products and services to
reach new consumer segments and meet
the unique needs of the diverse commu-
nities it serves,” said Admilson Monteiro
Garcia, the managing director for the
bank's international business division.
"We see Western Union as a strategic
brand that, in addition to our Brazilian

market and banking expertise, will help
Banco do Brasil to continue offering
innovative financial services to new and
existing consumers and to those who pre-
fer online banking." Western Union has
offered money transfers through Banco
do Brasil branches since 1997. "Our rela-
tionship with Banco do Brasil to offer
online money transfer is part of Western
Union's new focus on identifying and
driving the development of best-in-class
services to expand the company's busi-
ness to new consumer segments in
Brazil," said Stewart A. Stockdale,
Western Union's president for the
Americas.
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cane ethanol. America has displaced less
than 10 percent of its gasoline needs.
Consumers win when businesses have to
compete in an open market, because
competition produces higher quality
products at lower costs. The same princi-
ple holds true for the renewable fuels
market. Competition will create a race to
the future and generate better options for
American consumers. Brazilian sugar
cane ethanol producers are ready to com-
pete. What about American corn ethanol
producers?"

Bruce A. Babcock, professor of

economics at lowa State

University: "It is likely that the

tariff will be extended because
the corn ethanol producers in the United
States do get protection from it, which
means they get a higher price for their
corn ethanol than they otherwise would.
Some claim the tariff is not needed
because there is a mandate that can only
be met by Brazilian sugar cane ethanol—
the so-called "advanced biofuels" man-
date. But that mandate will be met by
biodiesel until 2013. Biodiesel gets 50
percent extra credit when it meets its own
mandate, which allows it to also meet the

advanced biofuels mandate. I don't think
most members of Congress knew what
they were doing when they created this
other advanced biofuels category man-
date. When I saw it, I thought at first it
was clever way to give Brazil a part of the
market without having to compete with
corn ethanol. But then I looked into it
further and I found out that because the
EPA gives biodiesel extra credit, there is
no additional mandate to be met by
Brazilian sugarcane ethanol until 2013.
This means the tariff does keep Brazilian
ethanol out of the United States, which
then helps U.S. corn ethanol to compete.
In 2013, if sugar cane ethanol really is the
low-cost advanced biofuel, then all we
would be doing with the tariff is increas-
ing the cost of meeting that advanced
biofuel mandate. Beginning today, the
tariff is increasing the cost of meeting the
conventional biofuels mandate because
we could be importing sugar cane
ethanol at a lower cost."

The Advisor welcomes reactions to the
Qe»A above. Readers can write editor
Gene Kuleta at gkuleta@thedialogue.org
with comments.
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