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LATIN AMERICA ADVISOR

What Is the Future of Unasur and South American Integration?

On March 11, foreign ministers

from the Union of South

American Nations (Unasur),

which had been leaderless since
the death of former Argentine president
Néstor Kirchner last October, gathered to
elect a new secretary general. The two-
year term will be split, with former
Colombian Foreign Minister Maria Emma
Mejia taking the first 12 months and
Venezuelan Electricity Minister Ali
Rodriguez taking the second. Is the deci-
sion to split the term between the two
countries a sign of improved cooperation
and unity or will it render the position less
effective? What are the most pressing
issues that the new secretary general
should tackle? What is the future of
Unasur and South American integration
efforts?

Jorge Lara Urbaneja, an interna-

tional business consultant based

in Bogota: "The decision of the

Unasur countries to split a term
between former Colombian Minister of
Foreign Affairs Maria Emma Mejia and
Venezuelan  Electricity Minister Alf
Rodriguez Araque has a symbolic meaning.
Colombia and Venezuela have been two
icons in opposite positions in Latin
America. Concepts such as democracy,
political parties, opposition rights and
guaranties, state role, separation of powers,
private sector and free enterprise, econom-
ic development and other fundamental
notions have a different (and, very often,

Inside This Issue

opposite) meaning at both sides of the
common border. Moreover, such differ-
ences were exacerbated by the character
and emotions of President Chévez and for-
mer President Uribe. So, now, under a per-
ceived new climate, the two countries
should lead a regional common effort.
However, it is doubtful that such good
intentions will flourish. Colombia and
Venezuela have no positions in common in
any international or regional matters. The
two countries have not even solved, in
practical terms, any of the problems that

Continued on page 3
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Former Dictator Duvalier
Hospitalized in Port-au-Prince

Former Haitian dictator Jean-Claude
"Baby Doc" Duvalier, who unexpectedly
returned to Haiti in January, has been
hospitalized in Port-au-Prince after suf-
fering chest pains. See story on page 2.
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Court Rules Uruguay Must End
Amnesty For 'Dirty War' Crimes

The Inter-American Human Rights
Court ruled late Wednesday that
Uruguay must investigate and
remove obstacles to the prosecution
of human rights violations commit-
ted during the country's military
dictatorship, the Associated Press
reported. Ruling in the case of Maria
Claudia Garcia, who was reportedly
abducted in Argentina and sent to
Uruguay in 1976, the court found
that Uruguay must not allow its
amnesty law to impede investiga-
tions.

Argentine Trade Surplus,
Industrial Output Register Growth

Argentina's February trade surplus
grew 0.7 percent from the year prior,
despite fast-rising imports, and its
industrial output rose 1.4 percent
from the month before, demonstrat-
ing strong growth in the country's
economy, Bloomberg News reported
Wednesday. "The increase in exports
is due to three factors: the good
grains harvest, excellent commodi-
ties prices and strong demand from
Brazil" said Ramiro Castineira, an
analyst at Econometrica consultan-

cy.

Former Haitian Dictator Duvalier
Hospitalized in Port-au-Prince

Former Haitian dictator Jean-
Claude "Baby Doc" Duvalier has
been hospitalized in Port-au-Prince
after suffering chest pains, the
Associated Press reported Thursday.
Duvalier, who unexpectedly
returned to Haiti in January after 25
years in exile, was admitted to
Canape Vert hospital Wednesday
night. Duvalier's companion,
Veronique Roy, declined to give
details about his condition, but
when asked if it was serious, she
replied, "I hope not."
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Economic News

Moody's Downgrades
El Salvador's Bond Rating

Moody's Investors Service on Thursday
downgraded El Salvador's bond rating
one notch to Ba2 from Bal. At the same
time, Moody's revised its outlook on the
Central American country's bonds to sta-
ble from negative. El Salvador "compares
poorly" with its peers that also have Ba
ratings in terms of its economy's size and

““The government will be
challenged to reverse the recent
deterioration of its financial

strength in the
near-to-medium term.”’

— Moody's Investors Service

strength in addition to the financial
strength of its government. "Following a
significant deterioration in 2009, govern-
ment financial strength continued to
deteriorate in 2010, albeit at a slowing
pace, as a result of the country's continu-
ing fiscal deficit and sluggish economy,"
said Moody's. The government's increase
in debt also leaves the country with less
fiscal stability to carry out countercyclical
policies in the wake of external shocks,
Moody's added, also pointing out that
this is a particular concern because of El
Salvador's inability to utilize monetary
policy due to its dollarized economy.
"While the government's fiscal perform-
ance in 2010 exceeded expectations, the
government will be challenged to reverse
the recent deterioration of its financial
strength in the near-to-medium term
given the extent of the revenue increases
and expenditure reductions required," the
credit rating agency said, adding that the
country has "low economic strength,
which reflects the small size of the econo-
my, its narrow focus, modest growth
prospects and the country's low income
level." The country's economy is also vul-
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nerable because of its close economic ties
with the United States, including its heavy
reliance on remittances from there.

Company News

Ford's Brazilian Unit Files Suit
Against Nissan's Local Management

U.S. automaker Ford has filed a criminal
lawsuit against the rival Nissan's local
management in Brazil over a television
commercial that claims Ford overcharges
for its hatchback models, Reuters report-
ed Thursday. The commercial was with-
drawn from national television in Brazil
after the Dearborn, Mich.-based
automaker obtained an injunction. The
ad features two rappers dressed as Ford
employees and clad in gold chains and
rings, saying they pocket money through
overpricing the vehicles. "All the luxury I
got, I got with your money," says one.
Ford's Brazilian unit filed the lawsuit in
Sdo José dos Pinhais in Parand state,
where Nissan has a joint factory with
France's Renault. Nissan, the local police
chief who agreed to file charges against
the company and Ford's media office in
Sao Paulo all declined to comment to
Reuters about the lawsuit, which accuses
the local management of Nissan of

The lawsuit accuses Nissan's local
management of "improper brand

use" and "unfair competition."

"improper brand use" and "unfair compe-
tition." Nissan has been marketing its
models more aggressively in Brazil in
recent months. Vehicle sales in the South
American country have broken records
for four years. The television ad in dispute
advertises Nissan's Tiida model, which
sells for 3,000 reais ($1,806) less than the
Ford Focus. Ford has a 9.4 percent market
share in Brazil, ranking it fourth in vehi-
cle sales. Nissan, which has not been in
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Brazil as long, has a market share of 1.6
percent, ranking it fourth.

CEO of Brazil's Caixa Economica
Federal Stepping Down

The chief executive officer of Brazil's state
run lender Caixa Economica Federal is
leaving her post in order to become
Brazil's representative to the Inter-
American Development Bank, Reuters
reported Thursday. Maria Fernanda
Ramos Coelho will be replaced by Jorge
Hereda, Caixa's former vice president of
government affairs. Coelho was said to
have wanted to leave Caixa because of the
role she played in the lender's purchase
last year of a stake in embattled lender
Banco PanAmericano. In the deal, Caixa

. paid 739 million reais
($445 million) for a
49 percent stake in
PanAmericano's vot-
ing shares. Months
after Caixa
announced the pur-
chase, massive losses
Coelho tied to  alleged
accounting fraud at
PanAmericano came
to light. Holders of
PanAmericano stock and bonds have crit-
icized Caixa for not finding the account-
ing irregularities before auditors from
Brazil's central bank demanded a capital-
ization of PanAmericano in November.
Two new vice presidents of Caixa, the
country's largest mortgage lender, are
likely to be appointed within days, two
people with knowledge of the matter told
Reuters. The changes in the lender's man-
agement are happening as policymakers
in Brazil try to cool the pace of credit cre-
ation in Brazil. Lending is likely to slow as
the central bank hikes interest rates in an
effort to contain inflation. Last month,
Coelho said Caixa's loan growth may
slow to 30 percent this year from 41 per-
cent last year. Since the beginning of the
global financial crisis, Caixa has gone
beyond its traditional mortgage offerings
to consumer and corporate loans. The
lender's purchase of the PanAmericano
stake was part of that strategy.

File Photo: State of
Parand.
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confronted  Chdvez and  Uribe.
Venezuelan authorities have moved very
slowly in allowing Venezuelan importers
to pay their past due debts to Colombian
exporters and have restricted new
importations from Colombia to a few
raw materials required for Venezuela's
domestic production. Thus, Colombia

€€ Colombia and Venezuela
have no positions in common

in any international

or regional matters.”’

— Jorge Lara Urbaneja

and Venezuela are far from an economic
integration, like Ms. Mejia and Mr.
Rodriguez are far from having continuity
in their efforts. And, looking at the other
countries in the region, the political
polarization, particularly of those coun-
tries on the left, remain unchanged. This
foretells that Unasur directors, regardless
of their origin, will have a very difficult
task in giving the region a common des-
tiny."

Julio Burdman, president of

the Observatorio Electoral

Latinoamericano and director

of the School of International
Relations at the University of Belgrano
in Argentina: "Colombia's participation
in the secretariat of Unasur is good news
for the bloc. The Santos administration
is better disposed to the initiative than its
predecessor, the Uribe administration, as
has been explicit from the outset. It is
true that Kirchner, as a former president,
had more political weight than 'Emma
and Ali," but it is also true that passing
the secretariat to the Andean region sets
an interesting precedent. Now, Unasur
has to address three main challenges.

Institutionally, this involves Brazil's
approval through Congress. The biggest
uncertainty to the initiative today is
whether all the leadership is behind it
beyond 'lulismo." What would happen
with Unasur if the PSDB of Cardoso and
Serra returned to the presidency?
Economically, the challenges include the
creation of the Banco del Sur, which has
been delayed by politics, and the union
of the new bloc through the Initiative for
the Integration of the Regional
Infrastructure of South America
(IIRSA). And on defense and security
issues, the organization of the South
American Defense Council, which is one
of the most promising from a functional
point of view."

Myles Frechette, international

trade and business consultant

and former U.S. ambassador to

Colombia: "The Union of
South American Nations, Unasur, was
launched in 2008. It is Brazil's brainchild
inspired by the European Union. It is
also anchored in the belief that, by
excluding the United States, Unasur
members can erase 200 years of inde-
pendence and different histories and
interests, thus achieving more weight in
global deliberations through unity and
integration. During 2009 and 2010,
Unasur heads of state addressed difficult
issues such as Colombia-Venezuela ten-
sions and a bilateral agreement between
the United States and Colombia. The
many discussions among them were
viewed as ineffectual, even in Brazil.
Earlier this month, Unasur officially
came into existence after the required
nine members ratified the treaty. The
naming of secretaries general for two
years is necessary to iron out continuing
differences between member states,
establish a secretariat and an agenda for
Unasur, as well as get ready for prime
time. That includes establishing a head-
quarters in Ecuador, a parliament in
Bolivia and a bank in Venezuela. Naming
representatives from Colombia and
Venezuela to split the two year secretary

Continued on page 4
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general term reflects continuing bilateral
tension. Adherents of Alvaro Uribe,
Colombian President Santos' predeces-
sor, criticize the latter's foreign policy and
claim that Santos favors good relations
with Venezuela over principles. That said,
Maria Emma Mejia was forceful and per-
suasive as Colombia's foreign minister.
President Chévez of Venezuela respects
her problem-solving ability. Ali
Rodriguez is a Chavez loyalist and, as
OPEC's secretary general, was known for
building consensus."

Gilberto M.A. Rodrigues, pro-

fessor of international rela-

tions at the Catholic University

of Santos in Brazil and member
of Coordinadora Regional de
Investigaciones Economicos y Sociales
in Buenos Aires: "Splitting the term
between Colombia and Venezuela was a
Solomonic decision that gives Unasur an
opportunity to accommodate two differ-
ent visions of integration inside the bloc.
This could be seen as a positive sign
toward the recognition of the diversity of
South America; it also offers momentum
to create a political balance that could
favor a better environment for integra-
tion policies. All this said, much will
depend on the capacity of the Colombian
former minister—who will begin the
term—to give a more technical, operative

and autonomous profile for the secretari-
at. Unasur is just beginning as an interna-
tional organization. The secretary needs
to organize the secretariat as a profession-
al and nonpartisan body, which is a con-
dition to establish a long-term kind of
integration process. She will face the chal-
lenge to implement Unasur's mandate in
various areas and work for the conver-
gence of subregional initiatives. Another
important issue is opening the organiza-
tion for civil society participation.
Despite the fact that these issues are not
political hot spots, they are all urgent
matters for the health and credibility of
the bloc. Unasur reflects a new reality of a
South American vision of integration in
which the states and presidential diplo-
macy are playing a stronger and more vis-
ible role. But it is also a more comprehen-
sive way to deal with the integration
process linking trade issues, energy and
infrastructure policies and security mat-
ters. Yet, Unasur needs to be more con-
nected and open to civil society and the
private sector in order to gain more legit-
imacy and widely democratize its man-
date."

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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