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What's the Status of U.S.-Cuba Relations Ahead of Talks Friday?

Officials from the U.S. and Cuban

governments plan to meet Friday

in Washington for migration

talks, although previous such
meetings have often included discussions
on more controversial topics, including
the fate of a U.S. contractor who remains
imprisoned in Cuba on allegations of spy-
ing. How would you characterize the state
of U.S.-Cuba relations today, more than a
year after President Barack Obama moved
to loosen some travel and other restric-
tions? How have recent high-profile
human rights cases affected the relation-
ship? What are the prospects for a hill in
the U.S. Congress that would repeal the
Cuba travel ban?

Mel Martinez, former

Republican senator from Florida

and partner at DLA Piper: "I

would say the state of U.S.-
Cuban relations today is largely
unchanged. I think the administration's
approach in increasing family travel was
good, and the invitation to rejoin the
migration talks probably was a good thing
to do, although I'm not surprised by the
lack of progress that they've been able to
make because the Cuban dictatorship has
fundamentally not changed, even though
it's in the hands of Radl as opposed to
Fidel. What's going on with the Vatican, I
think that's more encouraging than any-
thing that's happened with our govern-
ment. The high profile human-rights cases
have been really important, because they've

Inside This Issue

highlighted the continued cruelty of the
Cuban government, while at the same time
allowing people to see a human face. That
has created probably enough of an embar-
rassment to a regime that is beyond embar-
rassment to where they maybe have begun
to rethink a bit. The human rights cases
have also made it less likely that there will
be votes for lifting the travel ban and other
restrictions. It hardens the views of some of
us who are fairly skeptical about unilateral
actions, but it also creates a very difficult
vote for people who would otherwise

Continued on page 3

Mexico Announces New Anti-
Money Laundering Regulations

Mexican Finance Secretary Ernesto
Cordero on Tuesday announced new lim-
its on exchanging U.S. dollars for pesos
in an effort to fight money laundering.
See story on page 2.

File Photo: Mexican Government.
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Chilean Central Bank Hikes
Benchmark Interest Rate

Chile's central bank on Tuesday
increased its benchmark interest rate
50 basis points to 1 percent, the
bank's first increase since September
2008. Policymakers hiked the rate as
economic growth is exerting pres-
sure on inflation rates. The economy
posted monthly growth in April that
was the sharpest increase on record,
Bloomberg News reported.

Brazil's Lula Approves 7.7 Percent
Increase in Government Pensions

Brazilian President Luiz Indcio Lula
da Silva on Tuesday signed into law
a 7.7 percent increase in government
pensions, which goes into effect
retroactively from the beginning of
this year, Bloomberg News reported.
The raise, which applies to pension-
ers who received 510 reais ($285.90)
a month, was higher than original
increase of 6.14 percent Lula had
previously granted in January. The
move, which comes four months
ahead of the scheduled presidential
election in which the government
and opposition candidates are in a
dead heat, will affect 8.4 million
pensioners.

Bladex Plans New Office in Peru

The Latin American Export Bank
(Bladex) said Monday it plans to
open a new office in Peru in an
effort to help Peruvian firms inter-
nationalize and attract regional
companies that want to enter the
Peruvian market, state news service
Agencia Andina reported. The new
branch is slated to open next year.
Bladex, which currently has offices
in four Latin American countries
and the United States, is a regional
trade financing institution that
started operations in 1979 and is
based in Panama.
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Political News

Owner of Opposition Television
Station Flees Venezuela

Guillermo Zuloaga, the majority owner of
Venezuela's only opposition television
station still on the air, has fled the country
as authorities seek to arrest him, the
Associated Press reported, citing two of
his associates. An arrest warrant was
issued Friday for Zuloaga, who is accused
of usury and illegally keeping 24 new
vehicles stored on his property. Zuloaga
has said the case against him is politically
motivated and that prosecutors are acting
on behalf of President Hugo Chévez, who
has repeatedly clashed with Globovisién.
Chavez has accused the station of con-
spiring against his government. He has
denied ordering prosecutors to pursue
Zuloaga. Authorities also have a warrant
for the arrest of Zuloaga's son, also
named Guillermo. Globovisién has been
the only anti-Chévez television station
operating in Venezuela since January,
when the government forced RCTV off
cable and satellite TV.

Economic News

Mexico Announces New Bank Rules
Designed to Fight Money Laundering

Mexico's government on Tuesday
announced new banking regulations
aimed at fighting money laundering, the
Financial Times reported. Officials in the
United States and Mexico have long
known that billions of dollars in illegal
drug proceeds flow back into Mexico
every year. According to some estimates,
approximately $10 billion illegally enters
Mexico every year. U.S. officials have said
the figure could be as high as $29 billion
annually. "In recent years, banking insti-
tutions have received large quantities of
dollars in cash whose origin is hard to
establish," Mexican Finance Secretary
Ernesto Cordero told reporters Tuesday.
Under the new regulations, which become
effective in 90 days, individuals will be
limited to exchanging as much as $4,000
in cash monthly at banks where they hold
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an account. Individuals without accounts
and foreigners will be able to change as
much as $1,500 per month. Businesses
will be able to exchange $7,000 monthly

U.S. officials have said as much
as $29 billion annually in
illegal drug proceeds could

be flowing into Mexico.

under the new regulations, which also
apply to dollar deposits in Mexican bank
accounts and paying bills with dollars at
Mexican banks. The rules would "rein-
force measures to combat money laun-
dering, including the detection, identifi-
cation and monitoring of clients and
non-clients of banks, and of their foreign
currency transactions," Cordero added.

Colombia Will See 3 Percent
Growth This Year: Finance Minister

Colombia's economy will grow 3 percent
this year, Finance Minister Oscar Ivdn
Zuluaga said Tuesday, increasing his pre-
vious estimate of 2.5 percent, Bloomberg
News reported. Zuluaga also lowered his
forecast for the central government's
budget deficit this year to 4.4 percent of
gross domestic prod- P
uct, from 4.5 percent of
GDP. Higher revenues
from oil and faster
growth has increased
tax revenues in
Colombia. In addition,
record-low interest
rates have stimulated
consumer  spending Zuluaga
and bank lending in
Colombia, South
America's fourth-
largest economy. Zuluaga also lowered the
forecast for the government's consolidat-
ed budget deficit a tenth of a percentage
point to 3.6 percent. The figure takes into

File Photo: Colombian
Government.
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account state-owned companies' profits
and losses as well as local government
deficits and surpluses. For next year, the
economy will grow 4 percent and the cen-
tral government deficit will be 3.9 percent
of GDP, while the consolidated budget
deficit will be 3 percent, added Zuluaga.
Next year, the government also will sell
$2.6 billion in foreign bonds. Colombia
has seen a slower economic recovery, par-
tially because of a spat with Venezuela,
which sharply cut imports from
Colombia. The International Monetary
Fund has estimated Colombia's economy
will expand 2.25 percent this year, the sec-
ond-slowest expected growth after
Venezuela's. The economies of Peru and
Brazil are forecast to grow more than 6
percent, according to the IMF. Juan
Manuel Santos, the front-runner ahead of
the second round of Colombia's presi-
dential election Sunday, will seek annual
growth of 6 percent within two years of
taking office, his economic advisor, Juan
Carlos Echeverry, said last week. Santos,
who was defense minister under
President Alvaro Uribe, plans to increase
housing subsidies and boost government
spending on infrastructure. Santos faces
off against former Bogotd Mayor Antanas
Mockus in the election.

Company News

Brazil's Marfrig Alimentos Agrees
to Buy U.S.-Based Keystone Foods

Brazil-based processed foods company
Marfrig Alimentos has agreed to buy U.S.
food distributor Keystone Foods for
$1.26 billion, Reuters reported Tuesday.
The acquisition is an effort by Marfrig to
expand as a supplier to major restaurant
chains. "This acquisition raises Marfrig to
an outstanding position as a supplier of
the whole international chain of
McDonald's, Campbell's, Subway,
ConAgra, Yum Brands and Chipotle,"
Marfrig said in a regulatory note. The
deal is subject to antitrust agencies'
approval, said Marfrig, which added it
expects the acquisition to close in the sec-
ond half of this year. Marfrig said it would
issue debt convertible into stock in order
to pay for the acquisition.
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believe that's the right approach, unilat-
erally ending the embargo or the travel
ban. When you count the votes, there are

¢ We tend to focus an awful lot
on change here and
unfortunately we do not

focus enough on the lack

of change there. »

— Mel Martinez

probably fewer votes today than there
were two or three years ago for the lifting
of the travel ban. We tend to focus an
awful lot on change here and unfortu-
nately we do not focus enough on the
lack of change there." [Editor's note:
This is an excerpt of an Advisor interview
with Martinez. A partial transcript is
available here. |

Robert A. Pastor, professor of

international relations at the

School of International Ser-

vice at American University:
"President Obama fulfilled his campaign
promise to eliminate restrictions on
travel and remittances for Cuban-
Americans and to engage Cuba, but his
policy seems to have halted there, evi-
dently fearful of a political backlash from
conservative Cuban-American leaders,
who remain stuck in a time warp. Even a
majority of Cuban-Americans recognize
that the embargo and U.S. policy have
failed to achieve U.S. goals of promoting
democracy, and yet hard-liners oppose
any opening, fearful that will be inter-
preted as capitulation to the Cuban
regime. The Cuban government, howev-
er, understands U.S. interests better than
we do. Cuba recognizes that the U.S. pol-
icy of isolation strengthens its regime
and that openness threatens it. That is
why genuine Cuban dissidents urge
Congress to lift travel restrictions. If the

United States wants to encourage the
release of Cuban political prisoners, it
needs to eliminate the sense of threat
that the Cuban regime interprets from a
'pro-democracy policy." The policy, of
course, has produced the opposite result.
If the United States wants to visit Cuban
prisoners, it should give visas to Cubans
to visit their family members in U.S.
prisons, and that might very well have
the positive effect of securing the release
of Alan Gross, the American arrested for
distributing cell phones and other
instruments to connect Cubans with the
outside world. The Obama policy toward
Cuba has been unimaginative and timid.
The talks on Friday provide an opportu-
nity to redefine U.S. interests and engage
the Cuban government on the full agen-
da of issues."

Tomas Bilbao, executive
director of the Cuba Study
Group: "Last week, a blog run
inside Cuba by the independ-
ent civic organization Convivencia
Cuba, led by Dagoberto Valdés, released
a letter written on the island and signed
by 74 civil society activists. The letter
calls on the U.S. Congress to approve a
bill that would lift the ban on travel for
Americans and facilitate agricultural

¢ While the objective of
U.S. policy toward Cuba is
to help empower its civil society,
it fundamentally ignores
the opinions that
society expresses.””

— Tomas Bilbao

exports. This unprecedented letter high-
lights an important fact that is too fre-
quently ignored; while the objective of
U.S. policy toward Cuba is to help

Continued on page 4
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empower its civil society, it fundamental-
ly ignores the opinions that society
expresses. The importance of this historic
act cannot be overstated. The signato-
ries—all in their personal capacity—
include former political prisoners, reli-
gious figures, masons, members of the
ladies in white, independent journalists
and many others, and represent a broad
cross-section of Cuba's pro-democracy
movement. This letter stands as a shining
beacon of hope in an atmosphere of fear
and distrust created by the Cuban regime.
With special interest groups maintaining
significant influence in Congress working
toward maintaining the status quo, the
outcome of the U.S. bill to lift travel and
export restrictions is far from certain.
However, this letter has acted as a game
changer. It paints a picture of what people
in Cuba are thinking and further illus-
trates that there is not just one opinion
regarding U.S. policy among democracy
advocates on the island. In the United
States, it raises the stakes for policymak-
ers who turn a blind eye on the very peo-
ple their policies proclaim to help when
their views don't align. Now, policymak-
ers can no longer afford to rely on unsub-
stantiated claims that policies they pro-
mote uniformly reflect the interests of all
the Cuban people."

Frank Calzon, executive direc-
tor of the Center for a Free
Cuba: "The talks mean nothing.
This is just more of the same.
The Cuban government will read a pre-

pared statement blasting the United
States for all evil in regard to Cuba and
the world, and the United States will
respond. At the very least, I would hope
that the Obama administration will take
the opportunity to say to the Cubans, as
the president has said before, that the ball
is in Havana's court. The bill in Congress
is not going anywhere. The recent letter
signed by 74 dissidents in favor of the bill
is the most unfortunate manipulation of
the situation. Some of the people who
appear on that letter have already spoken
indicating that they never saw the letter
and they never signed the letter. That let-
ter was not written in Cuba, and I think
it's a little bit shameful, because people in
Cuba who disagree with that letter go to
prison if they express themselves.
Whatever might happen in the U.S.
Congress is not really that significant.
What is really significant is that the
Cuban opposition is no longer what we
used to be. The Cuban opposition is out
in the open, on the streets, willing to
speak out. The Cuban government is
fearful of that opposition, and even those
within the government know that the
government has no answers. And when a
government has no answers, it's just a
question of time, as we saw in the Czech
Republic, in Poland, in Chile and in many
other places."

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