
QU.S. Secretary of State Hillary
Clinton announced last week in
Guatemala that the United States
would increase its aid to Central

America to $300 million in an effort to help
the region improve security. Altogether,
donor nations represented at the Central
American Security Conference pledged
nearly $1 billion in aid for Central
America. Will Central American govern-
ments spend the money effectively? Do
the countries in the isthmus have a good
plan to fight the drug cartels? Will Central
American countries be able to raise their
low tax collection rates in order to sup-
port security efforts?

AFrancisco Villagrán de León,
Guatemala's outgoing ambas-
sador to the United States:
"The conference was an impor-

tant step toward raising awareness of the
region's grave security challenges and
mobilizing financial and technical support
for the countries' efforts to face them. The
region's political leaders showed a clear
willingness to undertake a region-wide
effort and presented a coherent collective
strategy. Given this demonstration of polit-
ical will, it makes little sense to second-
guess their commitment and action plan.
More important is recognizing the nature
of the challenge, acknowledging co-
responsibility for its existence and under-
standing the kind of support that is needed
to confront it. In the last decade, Central
America has seen a dramatic increase in

trafficking in drugs, weapons and persons;
money laundering; and, of course, violence
and the corrupting power of criminal
organizations. Central America did not
bring this problem unto itself; it is rather
the consequence of its geographic position
and the demand for drugs in the United
States. Central American countries, as
developing democracies, have a limited
capacity to deal with these problems. Many
of the key institutions involved—law
enforcement, prosecutors' offices and judi-
cial institutions—are still weak. At the

Inside This Issue

BOARD OF ADVISORS

Copyright © 2011, Inter-American Dialogue Page 1 of 4

www.thedialogue.org Thursday, June 30, 2011

FEATURED Q&A: Will the New International 
Aid Plan for Central America Be Successful? ..1

Mercosur Summit Convenes 
Without Fernández, Chávez..................................2

Advocates Praise White House 
'Breakthrough' on Free Trade Deals...................2

Casino, Carrefour Fight for Control 
of Brazilian Retailer Gets 'Hostile' ......................2

Latin America Results Boost 
Monsanto Third Quarter Profits...........................3

Mexico's Coca-Cola Femsa Spends 
$788 Million for Grupo Tampico. ..........................3

FEATURED Q&A

Will the New U.S. Aid Plan for Central America Be Successful?

Continued on page 3

The Venezuelan government on
Wednesday suspended the third Latin
American and Caribbean Summit, sched-
uled for July 5-6. The move prompted a
new round of speculation that President
Hugo Chávez, pictured on Tuesday, could
be ill for some time. See story on page 2.
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Economic News

Mercosur Summit Convenes 
Without Fernández, Chávez

Leaders of the Mercosur trade bloc met
Wednesday in Paraguay for their 41st
summit. Two of the highest-profile lead-
ers scheduled to attend, Argentina's
Cristina Fernández and Venezuela's Hugo
Chávez, could not participate due to
health reasons, however. Fernández has
had repeated episodes of low blood pres-
sure and other illnesses since her husband
died last year. Chávez had surgery June 10
in Cuba, prompting speculation about the
extent of his illness and succession plans
in Venezuela. As a result of Chávez's ill-
ness, the Venezuelan government on
Wednesday announced it has suspended
the third Latin American and Caribbean
Summit (CALC) which had been sched-
uled for July 5-6 on the Venezuelan island
of Margarita. [Editor's note: Michael
Shifter, the president of the Dialogue,
wrote an article this week in Foreign Policy
on Chávez's health.] At the summit, Brazil

is seeking support for a plan allowing
temporary increases in import tariffs for
certain goods from outside the region,
Bloomberg News reported. The proposal
would allow all members of Mercosur,
which includes Argentina, Brazil,
Paraguay and Uruguay, with Venezuela
and Ecuador observing, to protect local
manufacturers from foreign competition,
Bruno Bath, who heads the Mercosur
Department at Brazil's Foreign Affairs
office, told reporters. "There are products
that are heavily subsidized by certain gov-
ernments and which are highly competi-

tive," Bath said. "This distorts the prod-
uct's price, which becomes so cheap that
it displaces local production."

Political News

Advocates Praise White House
'Breakthrough' on Free Trade Deals

Pro-trade congressional representatives
and business groups on Wednesday
praised what the White House was calling
a "breakthrough" on passage of long-
delayed free-trade agreements with
Colombia, Panama and South Korea. The
compromise hinged upon extending an
existing federal program to retrain
American workers who lose jobs to for-
eign competition. "I'm very encouraged
by the compromises reached to move the
free trade agreements forward," said Rep.
Henry Cuellar (D-Tex.). "The stakes could
not be higher. The sooner we sign these
agreements into law, the sooner we will
grow our economy and create more
American jobs." The Business
Roundtable, an advocacy group for major
U.S. corporations, released a statement
Wednesday hailing news that the Senate
Finance Committee will consider the
FTAs. "Business Roundtable welcomes the
progress represented by chairman [Max]
Baucus' announcement," said Business
Roundtable head John Engler. "There
really can be no more excuse for inaction.
The agreements will level the playing field
with several of our biggest competitors in
these three markets by lowering tariffs on
U.S. exports," Engler said in a press
release. Not all Republicans are behind
the deal, however, and these could yet
complicate passage, according to the Los
Angeles Times. Funding for the so-called
Trade Adjustment Assistance program
was more than doubled two years ago to
$575 million annually, an increase in
spending that irks Tea Party Republicans
in Congress. "It is regrettable that the
White House has insisted on Trade
Adjustment Assistance in return for pas-
sage of these job-creating [trade] agree-
ments," said Rep. Dave Camp (R-Mich.),
the Times reported. Camp said
Wednesday he will not support the bill as
a result.
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Casino, Carrefour Fight for Control
of Brazilian Retailer Gets 'Hostile'

French retailer Groupe Casino
today moved to secure control over
Brazilian retailer Grupo Pão de
Açúcar (CBD), raising its stake to
43.1 percent in an attempt to fend
off a potential takeover attempt by
French rival Carrefour, Dow Jones
reported. The move will make it
harder for Carrefour and a group of
investors in CBD to gain control of
the retailer. Carrefour said Tuesday
it was considering a complex pro-
posal to merge its Brazilian opera-
tions with those of CBD, which the
company called "hostile."

Chilean Industrial Production
Rises 9.7 Percent in May

Chile's industrial production rose
9.7 percent in May compared to a
year ago, a much stronger figure
than expected by analysts, Reuters
reported Wednesday. The faster
growth could increase pressure on
the central bank to continue raising
interest rates. Copper output rose in
Chile for the first time in May since
January. Analysts had expected
industrial production to rise only 8
percent in May. 

Pemex Seeks Approval for 
Joint Venture with Mexichem

Mexican national oil company
Pemex is seeking antitrust clearance
to set up a joint venture with chemi-
cal-products company Mexichem,
Dow Jones reported Wednesday. The
venture would produce vinyl chlo-
ride, a raw material for PVC plastics,
and involves a joint investment of
$556 million. Mexichem is a major
producer of PVC, used to make
among other things plastic tubing
and coating for cables. Mexico's
Federal Competition Commission
would need to give its approval for
the plan.

“ There are products that are

heavily subsidized by certain 

governments and which are 

highly competitive...This 

distorts the product's price.”
— Bruno Bath

http://www.foreignpolicy.com/articles/2011/06/28/if_hugo_goes


Company News

Latin America Results Boost
Monsanto Third Quarter Profits

St. Louis-based Monsanto Company said
Wednesday that strong business in Latin
America and the United States drove
third-quarter profits up more than 20
percent. Net sales increased $628 million,
or 21 percent, compared to the previous
quarter. The seed producer, which has
attracted controversy in some counties,
especially in Europe, over genetically

modified crops,
reported that gross
profit rose 41 per-
cent in the quarter
to approximately
$2 billion. For the
first nine months
of this year, gross
profits were up 20
percent, to $856
million. The third
quarter is key to
Monsanto's busi-

ness cycle, as it concludes the company's
fiscal year from an operational stand-
point. "Our U.S. selling season is almost
complete, and farmers in Latin America
are now harvesting their crops," noted
Monsanto CEO Hugh Grant in a press
release. "That gives us real data to validate
the momentum we've felt."

Mexico's Coca-Cola Femsa Spends 
$788 Million for Grupo Tampico

Mexican beverage giant Coca-Cola
Femsa has agreed to acquire the beverage
operations of privately held Mexican con-
glomerate Grupo Tampico in a deal val-
ued at $788 million, MarketWatch report-
ed Wednesday. The deal includes Femsa's
assumption of about $33 million in debt.
Combined, Tampico's beverage division
and Coke Femsa's Mexican operations
have sales volume representing approxi-
mately 45 percent of the Coca-Cola
Company's volume in Mexico, the com-
panies said. Tampico's beverage unit,
founded in 1912 in the state of
Tamaulipas, has four bottling plants, 25
distribution centers and 4,200 employees.
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operational level, the countries have
been working to strengthen coordina-
tion, including information exchange,
and through the Central American
Integration System (SICA) have been
refining the joint regional strategy pre-
sented last week. It focuses not only on
strengthening law enforcement and judi-
cial institutions but also prevention,
rehabilitation and prison reform. Last
week's meeting produced welcome new
pledges of assistance. It should be under-
stood that Central American countries
will not see or receive the bulk of these
funds; rather they will get badly needed
equipment (radar, communications and
other non-lethal items) as well as train-
ing and technical support. It is also criti-
cal to understand that the overarching
objective of this security assistance must
be to strengthen the capacity of Central
America's governments to carry out this
fight." 

AKevin Casas-Zamora, senior
fellow in the Latin America
Initiative at the Brookings
Institution and former vice

president of Costa Rica: "For all the talk
about the co-responsibility of drug con-
suming countries in solving Central
America's security crisis, the meeting in
Guatemala yielded relatively little in the
way of fresh funds to combat organized
crime. True, the World Bank and the IDB
committed $1.5 billion, but these
resources will come as loans. The condi-
tions and contours of these pledges are
unclear (for instance, do they include
Costa Rica's recent $132 million securi-
ty-oriented loan from the IDB?). Non-
reimbursable commitments were very
few, with the United States slightly revis-
ing up past offers (President Obama had
offered the region $200 million while
visiting El Salvador last March), and
Spain, Australia and a couple others
making small new pledges. The real value
of the meeting was political, namely the
support uttered by a remarkably broad
group of nations and organizations, rep-

resented in some cases at the highest
level, for an unprecedented regional
effort to improve the isthmus' dire secu-
rity situation.  It may be that the interna-
tional community will step up its com-
mitment once the strategy is fleshed out
more clearly and turned into a coherent
set of fundable proposals. What was
unveiled in Guatemala was merely a
blueprint that still requires a lot of tech-
nical work if it is to lead to concrete
improvements. Lastly, donors will be
paying attention to the Central
American governments' efforts to
improve tax collection to fund their
security policies. The signs on that front
are not discouraging. Honduras' legisla-
tors have recently approved a temporary
tax hike, earmarked for security policies,
expected to yield $80 million per year.
The current governments in El Salvador
and Costa Rica are engaged in similar
political battles. Sadly, Guatemala, where
the threat of organized crime is most
pressing, seems unable to break the age-
old political jinx that has impeded any
kind of tax reform. The Guatemalan elite
—recalcitrant and reactionary as any in
the world—seems unfazed by the securi-
ty crisis and has vowed to resist any secu-
rity-oriented tax hike. In all likelihood
they will prevail."

AFrancisco Altschul, ambassa-
dor of El Salvador to the United
States: "I can't speak on behalf
of the rest of the countries, but

I can tell you that El Salvador is commit-
ted to ensuring transparency with its
public administration and usage of
international resources. The government
has decisively enhanced important
measures to guarantee transparency,
such as the support in the implementa-
tion of the Law of Transparency and
Access to Information, the partnership
with Transparency International and the
creation of the Development
Cooperation Information System
(SICDES). SICDES is already available
on the Internet and provides informa-
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tion to citizens on issues such as the
amount of money received by coopera-
tion projects and profiles of the imple-
menting entities. The Central American
security strategy is a historical break-
through, a unique answer toward
transnational problems. This strategy is
by nature a regional effort. It is not the
sum of national programs but rather the
articulation of a common approach
against criminality. The new regional
strategy has five areas (crime prevention,
prosecution, rehabilitation, reinsertion
and institutional strengthening) and 22
approved projects. Central America initi-
ated a short list of common security
actions in July 2010. That is the reason
why we have reinforced our joint patrol
operations and the exchanging of police
intelligence operations. Several measures
have been taken recently to raise low tax
collection rates in El Salvador. The gov-
ernment has projected an increase from 1
to 14 percent in revenues earmarked in
the national budget to combat crime.
Secondly, El Salvador has started a social
dialogue in order to foster a fiscal pact
which could define national priorities
and resources to address those priorities.
The goal of this dialogue is to increase tax
collections to at least 17 percent of GDP
by 2014. Furthermore, President
Mauricio Funes has addressed the need of
a more just and accountable tax system,
one in which the wealthiest support the
improvement of citizen security.
President Funes has proposed a special
tax that will focus only on the wealthiest
natural and legal persons in El Salvador."

AJames M. Meyer, partner at
Harper Meyer in Miami: "It is
generally agreed that the securi-
ty issues in Central America

largely stem from violence related to
organized crime. The drug cartels have
shifted their focus from Mexico and other
countries to Central America precisely
because many of the political institutions
in the region are so weak, making the
impact of any internally generated
response to the cartels' incursion specula-
tive at best. Unless there is a pre-designed

strategy and implementation program,
together with dedicated non-monetary
resources from other countries which
have had some success in pushing back
against the drug traffickers, sending even
a significant amount of funds alone will
not likely be successful. In fact, until ram-
pant corruption is thwarted and rule of
law is brought to bear, there is a real con-
cern that money flowing to the govern-
ment will be wasted or even diverted by
and to some of the individuals and

organizations allowing or causing the
violence to occur. The suggestion and
rationale of imposing a special tax assess-
ment without more would be equally
deficient. Until the governing institutions
can inspire the confidence of the private
sector, it will be difficult to muster any
significant support for such measures.
Until measures of a nature similar to Plan
Colombia and the Mérida Initiative are
taken in Central America, wherein all sec-
tors of society see that their sacrifices in
implementing real reform may not be
futile and that their acts of defiance
against organized crime have a meaning-
ful chance for success, mere funds will
not solve the problem. With the United
States still one of the largest sources of
demand for illicit drugs and the largest
supplier of military-grade weapons being
imported to the region, there is a moral
obligation for the United States to
respond to the needs of Central America
in much the same manner that it did for
Colombia and Mexico. Moreover, with
organized crime in Latin America quick-
ly becoming one of the greatest threats to
national security in this hemisphere, fail-
ure of the United States to mount a
strong campaign in the region seems irre-
sponsible."
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“ ... There is a real concern that

money flowing to the government

will be wasted or even diverted.”
— James Meyer
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