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QSpeaking at a Caribbean
Community meeting early this
month, Trinidad & Tobago Prime
Minister Kamla Persad-

Bissessar called for a review of her
nation's petroleum stabilization fund,
established by her predecessor to provide
member states with support for poverty
reduction initiatives. In response, an edi-
torial in the Jamaica Gleaner raised con-
cerns over the review and pressed for a
more comprehensive look at coordinated
energy policy within Caricom, suggesting
that Trinidad and Tobago's lower-cost
domestic energy has resulted in unfair
advantages to its manufacturers. What
dynamics are at play in Caricom energy
policymaking and how are these affecting
intra-regional trade more broadly? What
can regional leaders do to improve and
better coordinate Caricom energy policy?

AAnthony Wilson, editor-in-chief,
Trinidad and Tobago Guardian:
"Caribbean energy policy is a
microcosm of global energy pol-

icy which sets prices for energy products
in accordance, mostly, with the forces of
supply and demand. Globally, the energy
market is cyclical and prices are volatile.
This means that when energy prices are
high, countries that import energy, which
is most of the Caribbean, face higher
import costs. But when energy prices are
low, the cost of imports decline. The value
of Jamaica's total imports declined by 39.4

percent to $5.07 billion in 2009, largely as
a result of lower energy prices. But the
country's exports declined by 51 percent
to $1.32 billion, leaving Jamaica with a
huge trade deficit. Jamaica's imports of
energy products from Caricom (mostly
Trinidad) fell to $515.1 million in 2009
from $1.34 billion the previous year. A
Caricom energy policy that provides man-
ufacturers in Jamaica with natural gas at
the same price as in Trinidad (with trans-
portation and regasification added in) is
possible but should be related to the glob-
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Can Caricom Come Up With a Better Regional Energy Policy?

Venezuelan President Hugo Chávez this
week threatened to halt oil sales to the
United States over a row with Colombia,
but international markets largely
shrugged off the warning as an unlikely
development. See story on page 2.

File Photo: EFE.

Chávez Threatens to Halt 
Oil Shipments to United States



Oil & Gas News

Ecuador's Correa Bypasses Congress
to Enact Hydrocarbon Reforms 

Delayed congressional action in Ecuador
allowed a controversial hydrocarbon sec-
tor reform bill to become law Monday,
Dow Jones reported. Ecuadorean
President Rafael Correa warned legislators
Saturday that he would enact the reforms,
which aim to expropriate foreign company

operations unless
the companies sign
service contracts
increasing state
control of their
businesses, because
lawmakers failed to
decide on the pro-
posal in a timely
way. During his
weekly radio
address, Correa said

that "on Monday, in strict defense of the
Constitution, the bill will become law of
the republic" because lawmakers failed to
meet the time limit set to decide about the
project. The bill, categorized as urgent, was
sent to the National Assembly by President
Rafael Correa on June 25. Late on July 23,
National Assembly President Fernando
Cordero called a session for Sunday
evening to vote on the bill, but Correa said
that this session was not called on time,
Dow Jones reported. Correa also said that
oil companies that don't abide by the gov-
ernment's policies will have their fields
nationalized and will be expelled from the
country. Ecuador's Natural Resources
Minister, Wilson Pastor, said Monday the
state now fully owns and controls the
nation's oil production. The government
has given 120 days to the oil firms to
accept the new contract. The law will
restrict private oil companies to only 20
percent of production and force them to
give the first 25 percent of gross income
from oil sales to the state. Ecuador is
already facing costly lawsuits over its pre-
vious efforts at hydrocarbon sector
reforms. Last week, France's Perenco filed
claims over a case related to Correa's last
set of oil sector reforms, dating back sever-
al years ago, at the World Bank's

International Center for Settlement of
Investment Disputes, an arbitration body
which Ecuador has since said that it is
leaving.

PDVSA Prepares Contingency Plans
for Halt of Oil Sales to United States

Managers at Venezuelan national oil com-
pany PDVSA this week were preparing
contingency plans in the event the govern-
ment of President Hugo Chávez halts oil
sales to the United States, local daily El
Universal reported. PDVSA sources told
the paper the company had "declared yel-
low alert," although the report did not
detail what that measure involves. On
Sunday, Chávez threatened to cut off oil
exports to the United States if his country
is attacked by U.S. ally Colombia. Chávez's
threat came three days after he severed
diplomatic relations with Colombia after
Bogotá released documents allegedly
showing that Colombian rebels are taking
refuge in Venezuela, charges Caracas vehe-
mently denies. "If there was any armed
aggression against Venezuela from
Colombian territory or from anywhere
else, promoted by the Yankee empire, we
would suspend oil shipments to the
United States, even if we have to eat stones
here," Chávez said told supporters Sunday
at a rally, Reuters reported. "We would not
send a drop more to U.S. refineries."
Venezuela, an OPEC member, receives
more than 90 percent of its export income
from selling oil and most of that oil goes to
the United States. Chávez also canceled a
planned trip to Cuba because he said he

feared an attack by Colombia. A group of
foreign ministers from South America is
planning to meet in Ecuador in an effort to
calm tensions between Venezuela and
Colombia. [Editor's note: See related Q&A
in the July 27 issue of the daily Advisor.]
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Outages Cut Power to Chile's
Capital, Most Mining Unaffected

Power outages temporarily plunged
Chile's capital and other parts of the
country into the dark Tuesday
morning, but most mining business-
es continued operating normally,
Reuters reported. Problems at a sub-
station caused the outages, said
Energy Minister Ricardo Raineri,
who added power had been restored
in most locations later in the day.
The outages were brief in Santiago.

Amazon Indians Block Work at
Brazil Hydropower Plant

Approximately 300 Amazon Indians
on Sunday blocked workers from a
hydroelectric plant that is under
construction in the southern city of
Aripuana because they say the site is
an ancient burial ground, Agência
Brasil reported. Eight Indian tribes
want compensation for damages
caused by the building of the
Dardanelos hydropower facility. At
one point, more than 100 workers
had not been allowed to leave the
facility, but government negotiators
secured their release early this week
without injuries.

Ecopetrol Plans to Take on $23 Bn
in Debt for 2020 Expansion Plan

Colombian state oil company
Ecopetrol said on Wednesday it
plans to take on $23 billion in debt
and issue $6 billion in shares to help
fund its 2011-2020 expansion plan,
Reuters reported. Ecopetrol said it
had $2.1 billion in net earnings in
the first half of 2010 and that its
total production increased 17 per-
cent compared to the first half of
2009. Last month Ecopetrol was a
key bidder in the Colombian gov-
ernment's successful auction of 95
exploratory hydrocarbon blocks.
Companies pledged a combined $1
billion for rights in those areas.

Correa

File Photo: Ecuadorean
Government.

“ We would suspend oil 

shipments to the United 

States, even if we have to 

eat stones here.”
— Hugo Chávez

http://www.thedialogue.org/uploads/LAA/Daily/2010/LAA100727.pdf


The international oil market largely
shrugged off Chávez's threat this week,
Dow Jones reported. The fact that Chávez
had made similar threats in the past with-
out action and his country's dependence
on the United States for revenue helped
calm market jitters, according to the
report.

Oil Auction Could Net $14 Billion for
Social Programs: Brazilian Official

Brazil's government could raise as much
as 25 billion reais ($U.S. 14 billion) in its
first auction of offshore oil reserves under
a proposed production-sharing regime,
the president of the National Petroleum
Agency said Tuesday, Dow Jones reported.
In a comment to the daily O Globo news-
paper, Haroldo Lima said that "holding an
auction under the new law could yield a

signing bonus of
between 20 billion
reais and 25 billion
reais. These
resources could
immediately be
included in the
Social Fund and
could be used for
health and educa-
tion initiatives."
The highly contest-

ed new law for a production-sharing
regime, however, has been held up in
Brazil's Congress and will not be voted on
until after the October national elections.
The outcome of the race could decide the
future of the production-sharing plan. If
right-of-center candidate José Serra, who
is trailing ruling party candidate Dilma
Rousseff in polls, were to win the race, he
would likely discard the plan in favor of a
more market-oriented approach, analysts
say. [Editor's note: See related Q&A in the
March 15-19 issue of the Energy Advisor.]

Power Sector News

Saint Lucia Plans Geothermal Power
Project with Qualibou Energy

Nevada-based Qualibou Energy said
Thursday it has negotiated an exclusive
contract with the government of Saint
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Earnings Releases

Pemex Crude Output Falls Slightly in First Half of 2010

Mexican national oil company Pemex said July 23 that crude output averaged 2.59
million barrels a day in the first half of the year, 1.4 percent less than in the year-ago
period, Dow Jones reported. Pemex said its average exports from January to June were
1.29 million barrels a day, which was 4 percent higher than in the first half of 2009.
Exports generated revenue of $16.54 billion, 55 percent higher than in the year-ago
period. Pemex's official crude production estimate for the year is 2.5 million barrels
a day. Analysts have worried over the company's ability to sustain production levels
amid falling output at some of its biggest wells. [Editor's note: See related Q&A in the
Feb. 1-5 issue of the Energy Advisor.]

Chile's Endesa Sees Profit Fall in First Half of Year

Chilean electricity generator Endesa, a unit of Enersis, said Tuesday its net profit fell
37 percent in the first half of 2010 as compared to the same period last year, Reuters
reported. The decline was attributed to lower electricity sales and prices, particularly
in Chile, as well as due to adverse circumstances in Colombia and Peru. The Santiago-
based company, which has generation plants throughout Latin America, posted a net
profit of 208.5 billion pesos (U.S.$ 384 million, in the first half of 2010, compared
with about $613 million a year earlier.

Valero Energy: Irregular Events in Latin America Boost Q2 Results

Texas-based Valero Energy said Tuesday its second-quarter revenue rebounded from
a prior-year loss due to rising sales and lower costs, Dow Jones reported. The San
Antonio refiner's results in the quarter were bolstered by diesel exports to Latin
America after refining capacity there was reduced because of Chile's major earth-
quake in February, and because competing Mexican and Venezuelan refineries were
shut for maintenance, according to the report.

Iberdrola Profits Rise 11.7 Percent on Favorable Brazil Currency

Spanish power company Iberdrola announced last Wednesday it had recorded gross
operating profit of 3.83 billion euros (U.S.$ 4.97 billion) in the first half of 2010, a rise
of 11.7 percent compared to the same period last year. The company's gross operat-
ing income in Latin America rose 15.7 percent to 489.2 million euros, representing 13
percent of total group earnings before interest, taxes, depreciation and amortization.
The rise in income reflected an increase in Latin American demand of 9.5 percent and
improved currency exchange factors in Brazil, Iberdrola said in an earnings release.

Oxy Sees Overall Income Grow in Q2, but Latin America Volumes Down

California-based Occidental Petroleum Corporation announced Tuesday it had net
income of $1.1 billion for the second quarter of 2010, compared with $682 million
for the second quarter of 2009, a 56 percent increase. Higher crude oil and natural gas
prices were behind the increase. In Latin America, however, the company's produc-
tion volumes were down, particularly in Colombia, which produced 32 MBBL (thou-
sands of barrels of oil) per day, a 22 percent drop compared to a year ago, from 41
MBBL per day. Elsewhere in Latin America, Occidental also has operations in
Argentina and Bolivia.

Lima

File Photo: Brazilian
Government.
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Lucia to develop as much as 120 MW of
power from proven steam resources on
the Caribbean island and to connect the
power produced to the national electric
utility, LUCELEC, Qualibou said in a press
release. The company intends to develop
the power in three phases. Phase 1 will
consist of a 12MW plant to exploit the
existing reservoir, and phase 2 will see a
63MW expansion to a total of 75MW, of
which 35MW will service St. Lucia's base
power demand and 40MW will be trans-
mitted to Martinique, an island about 30
miles from Saint Lucia, via a submarine
cable. The phase 3 expansion of 45MW
will take the total plant size to 120MW;
5MW for Saint Lucia's base power
demand, and a further 40MW to
Martinique. Financial terms were not dis-
closed.

Political News

Iran Must Make 'Assurances' That
Nuclear Program Peaceful: Amorim

Brazilian Foreign Minister Celso Amorim
said Sunday that Iran should give the
world "assurances" that its nuclear pro-
gram has no military objective, Agência

Brasil reported.
Amorim was in
Istanbul over the
weekend for meet-
ings with foreign
ministers of Turkey
and Iran in an
attempt to restart
negotiations for an
agreement on the
Iranian nuclear pro-
gram. Amorim also

defended the rights of the Iranians to
develop a nuclear program for peaceful
purposes. After talks with Brazil and
Turkey in May, Iran agreed to send about
half of its uranium to Turkey. In return,
Iran was to receive nuclear fuel rods
processed by Russia and France for use in
medical research. The proposal was not
embraced by other world powers, includ-
ing the Obama administration in the
United States, however. [Editor's note: See
related Q&A in the May 20 issue of the
daily Advisor.]

Peru's Zumaeta Elected Head 
of Country's Congress

Peruvian congressman Cesar Zumaeta
was sworn in Monday as the new presi-
dent of Congress for the 2010-2011 leg-
islative period, state news agency Andina
reported. He was elected by his peers with
59 votes in favor, 1 against and 31 absten-
tions; he needed 56 votes to become head
of the legislative body. A member of the
ruling APRA Party, Zumaeta represents a
district in Lima. Congressman Alejandro
Aquinaga was elected first vice-president;
Aldo Lazo will serve as second vice-presi-
dent and Eduardo Espinoza Ramos as
third vice-president. The APRA Party has
held control of Congress since President
Alan García, who has among the lowest
popularity ratings among Latin American
leaders despite strong economic growth,
was elected in 2006. [Editor's note: See
related Q&A in the July 29 issue of the
daily Advisor.]

Federal Judge Blocks Key Elements 
of Arizona Immigration Law

A federal judge in Phoenix on Wednesday
blocked key provisions of Arizona's con-
troversial immigration law from taking
effect today as scheduled. The judge's
action grants, in part, an injunction
requested by the Obama administration's
Justice Department, The Washington Post
reported. U.S. District Judge Susan Bolton

ruled that the injunction would apply to
the portion of the state law that requires
police to try to determine the immigra-
tion status of a person they arrest, stop or
detain while enforcing other laws if they
reasonably suspect the person is in the
United States illegally. Bolton ruled that it
was "not in the public interest" for Arizona
to enforce provisions that preempt federal
enforcement of immigration law. In a law-
suit filed against Arizona, the Justice
Department said the law was unconstitu-
tional and warned that the provision
would result in racial profiling and harass-
ment. Also put on hold were parts of the
law requiring foreigners to apply for or
carry certain documents and making it a
state crime for undocumented workers "to
solicit, apply for or perform work," the
ruling said. Advocates for the Arizona law,
known as SB 1070, said they have been
anticipating Bolton's ruling and will
appeal the decision. In a written state-
ment, Arizona Gov. Jan Brewer, who
signed the measure into law earlier this
year, vowed to take the case to the
Supreme Court if necessary. "This fight is
far from over," said Brewer, a Republican.
"We will take a close look at every single
element Judge Bolton removed from the
law, and we will soon file an expedited
appeal at the United States Court of
Appeals for the 9th Circuit." The law has
split congressional delegations from both
major U.S. parties. Rep. Connie Mack (R-
Fla.) commented Wednesday on the
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Amorim

File Photo: Brazilian
Government.

al price of liquefied natural gas and not an artificial price which would be against
World Trade Organization stipulations. If Jamaican manufacturers feel they are at a
disadvantage, they can take their case to the Caricom Competition Commission or the
Caribbean Court of Justice. Instead of an energy policy, what Caricom should consid-
er is a commodities policy with agreed-upon regional prices for rice, bananas, sugar,
bauxite, oil and natural gas that bear some relationship to global prices for these com-
modities."

ARonald Sanders, business consultant and former Caribbean ambassador:
"Caricom governments have no common energy policy. While under the
Caricom Treaty, member states were obliged to purchase their oil and gas
needs from Trinidad and Tobago (T&T), several countries (with the agree-

ment of the government of T&T) now purchase most of their oil requirements from
Venezuela on a deferred payment scheme which is increasing their already-high debt

Continued on page 6
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judge's ruling, saying "The most obnox-
ious part of the law—the provision
requiring local officials to make judg-
ments based on a 'reasonable suspicion' of
one's citizenship status—was simply
wrong and un-American." The law has
prompted an outcry from leaders across
the Western Hemisphere and caused fric-
tion for an administration that had hoped
to put the general unpopularity of the
Bush administration in Latin America
behind it. Mexican Foreign Minister
Patricia Espinosa said the judge's injunc-
tion was a "first step in the right direc-
tion," Reuters reported. [Editor's note: See
related Q&A in the May 6 issue of the
Advisor.]

Economic News

Doe Run Peru Faces Shutdown 
Over Environmental Fund Impasse

Doe Run Peru's operations will be shut
down this week by the government and its
2,500 workers relocated to other jobs, EFE
reported. The company has not submitted
documents that prove it has the necessary
financing in place to restart operations at
its La Oroya metallurgical complex, Peru's
Energy and Mines Ministry said July 23.
Doe Run was required to show that it had
financing for an environmental remedia-
tion program. It has a debt of $110 million
with suppliers and has yet to make man-
dated environmental costing about $150
million, the Associated Press reported.
Last month the company accused the gov-
ernment of not honoring its contract
terms, and said it has spent $300 million
of its own capital since 1997 on environ-
mental projects, according to a press
release.

Argentine President Increases
Pensions by Nearly 17 Percent

Argentine President Cristina Fernández
de Kirchner on Wednesday decreed a pen-
sion increase of 16.9 percent for "all
retirees" in the country, state news agency
Telam reported. The government's action,
which will take effect in September, brings
the total rate of pension increase this year
to 26.49 percent, about twice the official

inflation rate. The plan also increases child
and family welfare allowances. "We need
to establish state policies and institutions
to give certainty and sustainability,"
Fernández told the media, adding that the
pensions are not an expense but "social
investments." Fernández said that the pen-
sion plan can be achieved "without
increasing the tax burden" and that it will
be funded by the country's economic
growth. "There is no sustainability if there
is no economic growth," she noted. The
new measure adds about $3.6 billion to
state pension payouts annually.

India Could Mirror China's Role as
New Latin American Market: IDB

India could mirror China's role as a fast-
growing market for Latin American and
Caribbean commodities, but governments
in the region must foster closer ties with
the South Asian giant and reduce trade
costs to tap into that opportunity, accord-
ing to a study released Tuesday by the
Inter-American Development Bank. With
1.1 billion people and a relative scarcity of
natural resources, India could become a
large buyer of agricultural and mineral
goods, Latin America's main exports,
according to the study. The authors of the
study—"India: Latin America's Next Big
Thing?"—note that currently, India repre-
sents just 0.8 percent of the region's over-
all trade, compared with China's 7.7 per-
cent share. India's average tariff on Latin
American agricultural goods is 65 percent,
more than five times China's 12.5 percent
tariff. Moreover, India and Latin America
must reduce transport costs, the study
finds. Currently, India, unlike China, has
no direct shipping services to the region.
Goods must be shipped first to Singapore
or Europe, which increases both freight
rates and shipping times. The study also
identifies areas in which India could rep-
resent a competitive challenge for Latin
America, suggesting that the country will
likely specialize in labor-intensive manu-
facturing goods. As a result, the manufac-
turing sector in Latin America and the
Caribbean will have to prepare itself for
another major competitive shock once
India eliminates the barriers that are cur-
rently holding back labor-intensive
exports, the report's authors said.
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Police in Paraguay Kill Rebel
Leader During Gunfight

In a gun battle Wednesday,
Paraguayan police shot and killed a
leader of a leftist group that has
been implicated in murders and
kidnappings, Reuters reported.
Severiano Martínez, a leader of the
Paraguayan People's Army (EPP),
was tracked down in the Chaco
region bordering Bolivia. "They told
us he'd been located, they gave him
a warning and he responded by fir-
ing at the officers, which in turn led
to an exchange of fire," Interior
Minister Rafael Filizzola said.

Brazil's Serra: Interest Rates Too
High, Real Overvalued

Brazil's interest rates are too high
and the country's currency is over-
valued, José Serra, the leading oppo-
sition candidate for president said
Monday, Reuters reported. The
statements suggest that Serra, a for-
mer governor of São Paulo state,
would aggressively cut interest rates
if he is elected Oct. 3. "The interest
rates need to come down, they're
stupefying, and the currency is
'mega' overvalued," Serra told busi-
ness leaders during a luncheon in
São Paulo.

Colombia's President Elect Names
Rivera as Defense Minister

Colombia's president-elect, Juan
Manuel Santos, on Wednesday
named Rodrigo Rivera as the coun-
try's next defense minister, Reuters
reported. Rivera, a former member
of Colombia's Congress who served
as Santos' campaign manager and
headed his transition team follow-
ing his victory in a May runoff elec-
tion, will lead the South American
country's battle against leftist rebels.
Santos, who takes office Aug. 7, also
named Germán Vargas Lleras as
interior and justice minister.

POLITICAL & ECONOMIC BRIEFS
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and making them dangerously depend-
ent on President Hugo Chávez's largesse.
But, there is a misunderstanding of the
T&T Petroleum Fund which was estab-
lished in recognition that other Caricom
countries are required, under the
Caricom Treaty, to give T&T a protected
market for its oil-subsidized goods and
services even though these have an
advantage over non-subsidized products
produced in Caricom countries. The
Fund is not a gift; it is a mutually benefi-

cial arrangement. It was created, in part,
with the surplus that T&T derived from
sales in the protected market it enjoys in
Caricom. T&T can sell all of its oil and
gas products outside of Caricom (princi-
pally to the United States) and therefore
does not need the Caricom market for
this purpose, but it does need Caricom
countries for the export of its goods and
services. Therefore, instead of carping
about the Fund, the T&T government
should work with other Caricom gov-
ernments to strengthen it so that it can
provide financing for projects in the pro-
ductive sector (both publicly and pri-
vately owned) in other Caricom coun-
tries. To achieve this, however, Caricom
governments, including T&T, have to get
serious about regional integration and
work expeditiously to complete arrange-
ments for a Caricom Single Market even
if they have to pool aspects of 'sovereign-
ty' which has little meaning in a global-
ized and highly competitive world."

AAnthony Bryan, senior associ-
ate in CSIS in Washington and
a senior fellow at the
University of the West Indies

in Trinidad and Tobago: "The editorial in
the Jamaica Gleaner quotes that coun-
try's agriculture minister (among others)
as complaining that T&T's agro-proces-

sors and other manufacturers enjoy an
unfair advantage over Jamaica's because
of 'cheap, subsidized energy.' Something
is lost in translation! T&T has developed
its own unique compilation of gas pric-
ing mechanisms because successive gov-
ernments have chosen to use natural gas
as a catalyst in the process of economic
development. Apart from liquefied natu-
ral gas, the National Gas Company
(NGC) enjoys the status of monopoly
buyer and seller of natural gas.
Consumer prices downstream reflect the
dual value of natural gas as a feedstock

and a fuel. Consequently, the cost of
energy to T&T's domestic (4 U.S. cents
per Kwh), industrial (6 cents), and com-
mercial (11 cents) users is one of the
most competitive variables impacting on
the positive trading fortunes of the T&T
economy. It also increases the exposure
of government revenues to the vagaries
of international commodity markets.
Two years ago Caricom produced an
interim report on an energy policy for
the region, and currently, it is devising a
strategic plan for regional development
of which energy policy is a part. Nothing
came of the former, and the latter may be
difficult to implement within the context
of the Caribbean Single Market and
Economy. Given the lack of political will,
regional leaders can do little to coordi-
nate Caricom energy policy. It would be
difficult for T&T to subsidize the manu-
facturing capabilities of its regional com-
petitors with cheap natural gas or LNG
when the natural gas which supplies
T&T's domestic electricity and LNG
needs is not subsidized."

The Advisor welcomes reactions to the
Q&A above. Readers can write editor
Gene Kuleta at gkuleta@thedialogue.org
with comments.
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“ Given the lack of political will, regional leaders 

can do little to coordinate Caricom energy policy.”
— Anthony Bryan




