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Will the Andean Trade Preferences Act Be Extended Soon?

The Andean Trade Preferences
Act (ATPA), which reduces tariffs
on imports from Colombia,
Bolivia, Ecuador and Peru in an
effort to stem the drug trade, expired on
Feb. 12 after legislation to extend it was
blocked. The preferences have gotten
mired in a larger debate about U.S. trade
programs, including three stalled free-
trade agreements and the Trade
Adjustment Assistance program. What are
the chances of a quick renewal of the
ATPA? What are the trade program's hene-
fits and downsides for the U.S. and the
participating Andean countries? What
would be the economic and political con-
sequences of a failure to extend ATPA?

Luis Gallegos, ambassador of

Ecuador to the United States:

"ATPA has had a positive effect in

Ecuador by creating jobs and
combating drug trafficking. Thanks to the
ATPA tariff incentives, many vulnerable
parts of the population—including indige-
nous villagers, mothers who are heads of
households and people living in low-
income areas—are now working in export
industries. ATPA has allowed these vulner-
able portions of the Ecuadorean popula-
tion to find lawful and respectable employ-
ment opportunities. Ecuador is in a geo-
graphic region highly exposed to the pro-
duction and trafficking of illegal drugs
from neighboring countries. Therefore,
portions of the unemployed population
may be attracted to these criminal activi-

Inside This Issue

ties. In that sense, the best tool the United
States provides to Ecuador is support in
combating drug trafficking, through ATPA.
It is no coincidence that after 20 years of
the ATPA, Ecuador maintains its status as
free of coca cultivation. We need to keep in
mind that trafficking of illegal drugs is a
national security issue for both Ecuador
and the U.S. The United States is Ecuador's
main trading partner and its most impor-
tant supplier of raw materials and capital
goods. ATPA has generated productive
partnerships and served as an important

Continued on page 4

11,000 Migrants Kidnapped in
Mexico over 6 Months of 2010

At least 11,333 migrants were kidnapped
in Mexico during a six-month span of
2010, the majority of them Central
Americans, Mexico's National Human
Rights Commissioner, Radl Plascencia
Villanueva, said Tuesday. See brief on
page 2.
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Cholera Fears Lead to Friction on
Haiti, Dominican Republic Border

Haitian authorities on Tuesday shut-
tered their side of the border with
the Dominican Republic in the
community of Ouanaminthe,
Dominican Today reported. The
move was in rebuke of the
Dominican government's
announced incineration of uncerti-
fied foods from Haiti as part of the
health ministry's measures to halt
the spread of cholera. Some Haitians
erected barricades with tree trunks,
leaving dozens of vehicles loaded
with merchandise stranded on the
Haitian side, the report stated.

Report: 11,000 Migrants Kidnapped
in Mexico over 6 Months of 2010

At least 11,333 migrants were kid-
napped in Mexico during a six-
month span of 2010, the majority of
them Central Americans, Mexico's
National Human Rights
Commission said Tuesday, the
Associated Press reported. The gov-
ernmental body said Mexico's drug
cartels snatched many of the
migrants either to extort money
from their relatives or to recruit
them to work for the gangs. The
largest proportion, 44 percent, of
the migrants kidnapped during the
period studied—April through
September—were from Honduras.

Venezuelan Economy Shrinks
1.4 Percent in 2010, Central Bank

Venezuela's central bank said
Tuesday that the economy contract-
ed 1.4 percent in 2010, the
Associated Press reported. The drop
in GDP, coupled with 27 percent
inflation, made Venezuela end 2010
with Latin America's worst econom-
ic indicators. The economy showed
signs of recovery during the final
three months of the year, however,
the central bank said.
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Reports: Obama Could Bring Brazil
New Financing, Tech Transfer Offers

U.S. President Barack Obama plans to
offer new financing for joint infrastruc-
ture projects between U.S. and Brazilian
companies when he visits Brazil March
19-20, Reuters reported Tuesday, citing
unnamed sources. The financing, which
could be worth hundreds of millions of
dollars or more annually, would allow
U.S. companies to play a bigger role in
Brazil's building boom as the country
prepares to host the 2014 World Cup and
2016 Olympics, according to the report.
In recent weeks, U.S. officials have been
signaling that Brazil could receive sensi-
tive technology transfer terms similar to
those offered by France or Sweden when
considering purchase of 36 fighter jets
worth $4 billion-$7 billion, UPI reported
Tuesday. "I would argue that the technol-
ogy transfer that we are offering of this
magnitude would put Brazil at par with
our close partners,” Frank Mora, U.S.
deputy assistant secretary of defense for
Western Hemisphere affairs, told a con-
gressional committee recently, according
to the report. Brazilian Foreign Minister
Antonio Patriota will make a working

Patriota
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visit to Washington on Feb. 25-26 to dis-
cuss the agenda ahead of Obama's trip,
according to a ministry statement.
Patriota, who was Brazil's ambassador in
Washington for several years in the previ-
ous administration, plans to meet with
U.S. Secretary of State Hillary Clinton,
Treasury Secretary Timothy Geithner and
World Bank President Robert Zoellick,
among others. [Editor's note: See related
Q&A in the Feb. 11 issue of the Advisor.]

U.S. Supreme Court Rejects
Argentine Debt Default Case

The U.S. Supreme Court on Tuesday
rejected Argentina's challenge to a ruling
that froze some of its U.S. assets in order
to satisfy court awards to hedge funds
seeking to collect on the country's default-
ed bonds, Dow Jones reported. In a deci-
sion handed down without comment, the
Supreme Court said it would not hear

Argentina described the plaintiffs

as "vulture funds" that bought the

debt at discounted prices and then
sought to impede the country's

debt-restructuring efforts.

Argentina's appeal. The justices have let
stand a decision by the Second U.S. Circuit
Court of Appeals in New York, which last
August affirmed the attachment of assets
held in a New York account by the state-
run commercial bank Banco de la Nacién.
The litigation stems from Argentina's
2001 default of more than $80 billion in
bonds. The fund holders have said they
have obtained more than $2.3 billion in
judgments against Argentina in New York
federal court, which the country has
refused to pay. Argentina criticized the
plaintiffs as "vulture funds" that bought
the debt at discounted prices and then
sought to impede the country's debt-
restructuring efforts. Argentina argued the
New York appeals court followed the
wrong legal rules when it allowed the
funds to attach claims to the Argentine
assets. The republic said the lower court
should have applied the law of Argentina
to the case, not the law of New York, Dow
Jones reported. Last week, Argentine
finance ministry officials were meeting
with counterparts among Paris Club
member nations over more than $7 billion
in principal and interest debt still owed to
their governments.
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Leading Brazilian Banker Sees
No Risk of Credit Bubble

Brazil does not face any risk of credit-
bubble forming, the head of the country's
largest private sector bank, Itad
Unibanco, said on Tuesday, Reuters
reported. "I don't see anything getting out
of control. I see the central bank very cau-
tious. In general, I don't see any signs of a
credit bubble, in any modality of credit, at
all," chief executive Roberto Setubal said
at a news conference. Mortgage lending at
Itati Unibanco, which is still a relatively
small part of its market, surged 53.7 per-
cent in 2010, while the bank's total credit
portfolio climbed about 20 percent, the
Financial Times reported Tuesday. Some
economists have suggested Brazil has not
raised interest rates fast enough to tamp
down surging consumer demand.
[Editor's note: Hear audio from the
Dialogue's recent event with the head of
the IMF's Western Hemisphere depart-
ment, Nicolds Eyzaguirre. ]

Pemex Scaling Back Exploration
Drilling Plans This Year

Mexico's national oil company, Pemex,
will dramatically pull back the number of
wells it drills for oil and gas this year as it
reviews its largest onshore projects,
Reuters reported. According to its 2011
operational plan released Tuesday, Pemex
will drill 580 exploration and develop-
ment wells this year, 42 percent fewer
than last year, largely due to a curtailment
of drilling at the controversial
Chicontepec oil project and the Burgos
natural gas project. Last year, Pemex set a
goal to increase production to 3.3 million
barrels per day by 2024, the peak level the
company had reached before output
sharply fell off starting in the last decade.
[Editor's note: See related Q&A in the
Aug. 16-20, 2010 issue of the Dialogue's
weekly Energy Advisor.]

PepsiCo Planing New Public-Private
Partnerships with IDB in Region

Food and beverage maker PepsiCo

announced Monday it will invest millions
of dollars in projects with the
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Comings and Goings

U.S.-based social networking company Facebook last week hired
Alexandre Hohagen, the top Google executive in Latin America,
to be its vice president for sales in the region, the New York Times
reported Tuesday. Hohagen was with Google when it launched
into Latin American more than six years ago, and later served as
general manager of Google Brazil and then as vice president of
Google Latin America. In a press release from Brazil, Facebook
said it is committed to the Latin America region and planned to
build a local advertising team there, according to the report.

Hohagen

File Photo: Google

A close advisor to Mexican President Felipe Calderén will take over state-owned power
company Comision Federal de Electricidad, or CFE, Dow Jones reported Monday.
Antonio Vivanco Casamadrid, who resigned last week as Calder6n's chief aide, is
replacing current director Alfredo Elias Ayub, who is leaving after 12 years in the post
for health reasons, according to the report.

The head of General Motors' Brazil operations is stepping down,
the Associated Press reported Tuesday. According to a statement
on the company's website, Denise Johnson is leaving GM's Brazil
division for unspecified personal reasons. The Tuesday statement,
signed by Jaime Ardila, head of GM's South America operations,
did not elaborate on Johnson's departure, according to the
report. Ardila will temporarily take Johnson's place until a new
head for Brazilian operations is found. Johnson took the top GM
post in Brazil just last July.

Johnson

Deerfield, IL-based healthcare company Baxter International ., ., Agéncia
said last week that Wolf E. Kupatt, who currently serves as presi- g

dent of Latin America and Canada, has also been appointed to

serve as an officer of the company. Kupatt was promoted to his current position in
2010, after serving as general manager for Baxter's operations in Germany. Before join-
ing Baxter, Kupatt worked with Bristol-Myers Squibb from 2002 to 2007. Between
1989 and 2002, Kupatt served in a variety of senior management roles for the Roche

group of companies in Germany, Ecuador and Colombia.

Washington-based Inter-American
Development Bank to spur social and
economic growth in 26 countries across
Latin America and the Caribbean. The
partnership's inaugural project targets
Mexico with an agriculture initiative that
seeks to "significantly expand" commer-
cial sunflower production. The IDB and
PepsiCo hope the project will create a sus-
tained market for sunflowers while pro-
viding loans and a source of income for
some 850 Mexican farmers and their fam-
ilies. PepsiCo has committed to purchas-
ing 100 percent of the sunflower crop for
an estimated $52 million over seven years.
Additionally, PepsiCo will invest $2.6 mil-

lion to support management of the
Mexican sunflower crop and will provide
technical training to the small farmers,
the company said in a press release.
Financial partner Agrofinanzas, an insti-
tution specializing in supply chain
finance, will make $40.4 million available
for microloans to provide the farmers
working capital. The IDB will provide
Agrofinanzas a partial credit guarantee
for up to $5 million. The agreement was
signed Monday at a ceremony in Mexico
City. Additional information about the
planned public-private partnerships, as
well as financial terms, will be released in
the coming months, PepsiCo said.

Page 3 of 4


http://www.thedialogue.org/page.cfm?pageID=32&pubID=2577&s=
http://www.thedialogue.org/uploads/LAA/Energy/2010/LEA100820.pdf

Inter-American Dialogue’s Latin America Advisor

Wednesday, February 23, 2011

Featured 0&A
Continued from page 1

economic complement between the two
countries. For example, cotton produced
in North Carolina forms a basis for the
Ecuadorian textile industry; Ecuadorean
broccoli contributed to growth in the
gourmet food industry in California; and
technology imported to Ecuador from
the United States allows for greater pro-
duction in Ecuadorean agriculture. If
ATPA no longer exists, supply chains will
be completely disrupted and it will have a
profound economic impact in both
Ecuador and the United States."

Jason Hafemeister, member of

the Advisorboard and vice pres-

ident of Allen F. Johnson &

Associates: "There is not a seri-
ous trade policy question on extending
ATPA. The preferences have been in place
since 1991 and have shaped a comple-
mentary trade relationship between the
United States and the region. Only a few
discrete, manageable areas of competition
create friction. These are heavily out-
weighed by the broader strategic interest
the United States has in fostering eco-
nomic opportunity in the region. Failure
to extend trade preferences to the Andean
countries reflects U.S. negligence in man-
aging our trade relationship with the
region. This creates short- and long-term
threats for the Andean countries, which
can only be addressed by responsible
actions from Congressional leadership
and the administration. The short-term
threat is that tariffs will go up on Andean
products, which will be largely displaced
by suppliers from other countries. The
longer-term threat is that uncertainty and
mistrust will derail the Colombia-U.S.
FTA and further marginalize the United
States in the Andean markets, weakening
the trade and strategic partnership
important to the region. This is a problem
for the United States, which sees its
exports already being displaced as the FTA
languishes, and will not benefit from eco-
nomic instability in the region. The way
out of this problem for the United States
is for the Congress to take responsible
action and extend the trade preferences.
The administration needs to quickly
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strike a reasonable deal with Colombia
and get the FTA before Congress as soon
as possible. Unfortunately for the
Andeans, their fate is largely in the hands
of others."

Cristian Espinosa, executive
director, Ecuadorian American
Chamber of Commerce, Quito:
"Ecuadorean businesses remain
optimistic about the prospects of a quick
resolution of this issue in the U.S.
Congress. Undoubtedly, it is hard to
understand why a preferential scheme that
benefits both the United States, Ecuador
and the region is trapped by politics in
Washington, especially when both parties
and the administration, see the merits of
the program. However, it is precisely this
recognition which provides a strong basis
for an agreement. This in turn may yield a
relatively long extension of the ATPA.
ATPA product coverage has been carefully
selected to ensure that Andean exports
complement U.S. production, thus avoid-
ing negative effects in the job market. In
many cases, distribution chains of Andean
products employ more workers in the U.S.
than the production of those very same
goods in Colombia and Ecuador. Failure
to extend the ATPA would have serious
negative effects on employment and on
U.S. consumers. The program was
designed to provide an alternative to pop-
ulations who, in the absence of fair and
profitable job opportunities, would be
tempted to work in the production and
trafficking of illegal drugs. ATPA has been
successful in achieving this, especially in
Ecuador, where eradication of illegal crops
has been completed. The severe reduction
of trade flows as a result of the loss of
ATPA Dbenefits will not only sacrifice the
positive effects of drug eradication efforts,
but destroy jobs in both the United States,
and the region, pushing people either back
to illegal activities or to seek other alterna-
tives via migration to other countries."

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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