
QReuters reported June 21 that
"Brazilian farmers are now on the
brink of crop breakthroughs in
cotton and corn" and a new gov-

ernment 10-year forecast predicts produc-
tion will rise 48 percent and 24 percent,
respectively. Meanwhile, the U.S. House
of Representatives voted to discontinue
making $147 million in annual payments to
a Brazilian cotton fund which were nego-
tiated as part of a WTO settlement on ille-
gal cotton subsidies. Does Brazil have the
infrastructure to keep up with such rapid
advances in agricultural production? How
does Brazil's rising prominence in food
production affect global markets, as well
as its relationship with the United States
and China? How will the dispute over cot-
ton subsidies likely play out?

AMark Langevin, director of
BrazilWorks and associate
researcher at the Centro
Universitário de Brasília: "In the

coming decade, Brazil is likely to consoli-
date its global role as an agricultural pow-
erhouse, but this sector's profitability is
jeopardized by the national logistics and
transport deficit. Brazil's Ministry of
Agriculture forecasts that production for
rice, beans, soy, corn and wheat will grow
by 23 percent while the land area devoted
to agriculture will grow by only 9.5 percent
during the next decade. Despite the devel-
opment of more productive seed varieties
and fertilizer techniques, the expensive
journey from farm to port lowers prof-

itability across a range of crops. Producers
rely on truck transport since potentially
cheaper alternatives, such as rail and water-
way transport, lack an efficient national
system capable of shipping the center-west
region's growing production to ports in the
north and south. Moreover, many must sell
when prices are low because of insufficient
storage capacity. Since the drafting of the
National Plan for Logistics and
Transportation in 2006, the government
has made significant investments aimed at
reducing transportation costs and improv-
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Venezuelan President Hugo Chávez
returned to work Thursday, presiding
over a cabinet meeting and handling
other duties, a month after he was first
hospitalized in Cuba where he under-
went surgery to remove a cancerous
tumor. See brief on page 2. 
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Political News

Honduras Violated Human Rights 
in Aftermath of Coup: OAS Report

Honduras' government committed
human rights violations by causing 20
deaths in the months following the June
2009 ouster of President Manuel Zelaya,
according to an Organization of
American States report, which was par-
tially released Thursday, the Associated
Press reported. Eight of the victims were
assassinated and the other 12 were killed
during street protests, said the report,
which added that high-ranking officials in
the army and police forces covered up the
killings. The report did not identify the
victims who were assassinated, but added
that seven of the people killed during
street protests were not involved in the
demonstrations. The OAS committee that
compiled the report examined events over
the seven-month period between the
coup and January 2010. The committee

released only 52 pages of the 800-page
report. Ten percent of the report is being
edited out and the rest will be placed on
deposit with a Canadian library where it
will remain classified for 10 years, the
committee said. Zelaya and his supporters
have said more than
150 people were
killed following the
coup, but figures on
the death toll vary
widely. In the coup,
Zelaya was awakened
at gunpoint and
flown to Costa Rica in
his pajamas after he
scheduled a referen-
dum to ask
Hondurans whether
to form an assembly to rewrite the coun-
try's constitution, defying court orders
against holding the vote. Zelaya had lived
in exile in the Dominican Republic since
January 2010 and returned to Honduras
last May. He had refused to speak before
the OAS committee that issued the report.
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Chávez Vows to Beat Cancer 
as He Returns to Work

Venezuelan President Hugo Chávez
returned to work Thursday, a month
after he was first hospitalized in
Cuba for surgeries including one to
remove a cancerous tumor, the
Associated Press reported. Chávez,
who returned to Venezuela earlier
this week, addressed his ministers,
reviewed government projects and
met with soldiers at the country's
largest military base on Thursday.
He spoke for more than an hour
while presiding over a cabinet meet-
ing, which was televised. "We will
win and we will live," said Chávez,
who stunned Venezuelans when he
announced June 30 that he is fight-
ing cancer.

Peruvian Congress Creates New
Mine Worker Retirement Fund

Peru's Congress on Thursday enact-
ed a law creating a new retirement
fund for miners, Reuters reported.
The fund will be fed by a 0.5 percent
levy on worker payrolls and another
0.5 percent on corporate profits.
"We are content because this is
something we have been working on
for five years," Luis Castillo, head of
Peru's confederation of mining
unions, told Reuters. Mine workers
have staged strikes over the years
across Peru that have sometimes
turned violent and deadly. 

Argentina's YPF Plans 
$600 Million Bond Offering

YPF, Argentina's biggest oil and gas
company, on Thursday said it will
offer investors as much as $600 mil-
lion in eight-year bonds and has
named seven banks to potentially
work on the deal, Reuters reported.
The issue would be the company's
first global bonds offered since 1999,
just before Argentina's $80 billion
sovereign debt default.

ing ports. Brazil needs to maintain this
scale of investment in logistics and trans-
port to improve profitability and make
the country's agricultural production as
globally competitive as it is productive.
Brazil's boom in national consumption
tempers its capacity to supply China's
growing appetite and the global market-
place, but exports of cotton, soy, corn,
orange juice, chicken, beef, pork, coffee,
sugar and dairy products should experi-
ence steady growth in the coming
decade. Cotton exports are forecasted to
grow by 68.4 percent during this period,
further complicating the Brazil-U.S. con-
flict over U.S. cotton export subsidies.
The recent vote by the U.S. House of
Representatives to terminate funding of
the $147 million fund for the Brazilian
cotton industry highlights the ongoing
commercial friction between Brazil and
the United States. The latter's fiscal crisis
may eventually scale down agricultural
subsidies. Yet, Brazil will continue to

grow into one of the most important
national economies and global food pro-
ducers. What remains to be seen is
whether U.S. lawmakers are willing to
negotiate in the short term and reconcile
national agricultural policies with
Brazil's global market role in the long
term."

AGary R. Blumenthal, president
and CEO of World
Perspectives, Inc., an agricul-
tural consulting firm in

Washington: "The deficiency of Brazilian
infrastructure for moving agricultural
production is well documented. The lack
of rail and barge options means that
nearly 60 percent of freight is carried by
trucks, which are backed up for dozens
of kilometers and days on end trying to
move product to ports. As a result, the
Brazilian Cereal Exporters Association
(Anec) says that transporting a ton of
soybeans to port in Brazil costs $78, ver-
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Economic News

Rousseff Focused More on Fighting
Inflation Than Curbing Currency

Brazilian President Dilma Rousseff sees
fighting inflation as a bigger priority than
curbing the country's currency, which is
at a 12-year high, a government official
knowledgeable with her views told
Bloomberg News Thursday. Consumer
prices exceeded the government's upper
target limit for inflation for a third con-
secutive month in June as consumer
prices increased more than expected,
according to a report released Thursday

by Brazil's national statistics agency.
Consumer prices rose 6.71 percent in
June as compared to the same month last
year, the sharpest pace since 2005.
Rousseff is not considering additional
steps to curb gains in the real, which has
been Latin America's strongest currency
over the past six months, said the official,
who was not named because he isn't
authorized to speak publicly on the mat-
ter. Brazil's currency has strengthened 8.1
percent against the U.S. dollar since Jan.
7. "Inflation is still at a high level, and
services prices are still adding pressure,"
Flavio Serrano, a senior economist at
Espirito Santo Investment Bank in São
Paulo, told Bloomberg News. "There's no
significant change in the structure of
Brazilian inflation so the central bank will
have to keep raising rates."

Company News

Starbucks Employees in Chile
Threaten Strike Over Pay, Benefits

Starbucks is facing the threat of a strike
in Chile, which could begin today as
employees demand higher pay and addi-
tional benefits, Reuters reported. Fewer

than 30 percent of the international cof-
feehouse chain's more than 670 employ-
ees in the South American country are
unionized. Those employees who do
belong to a union authorized a strike two
weeks ago. Starbucks cafes remained open
Thursday, when approximately 140 of the
company's unionized employees were
scheduled to work, Andres Giordano,
president of the Sindicato de
Trabajadores de Starbucks Coffee Chile,
told Reuters. If 50 percent plus one of the
workers did not show up for their shifts,
the union will call the strike and protests
will begin, he said. The union will have

the final tally today of how many workers
did not show up for their shifts, Giordano
added. "Management already said they
wouldn't agree to any of our demands.
We didn't want to get to this point,"
Giordano told the wire service. "This is
our last resort." In addition to higher pay,
unionized workers are demanding more
benefits including a lunch stipend for
hourly workers, which is a benefit that
managers of Starbucks cafes in Chile
receive. Seattle-based Starbucks told
Reuters that its pay and benefits for work-
ers in Chile is "above and beyond" the
compensation offered by competitors. 
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The real has gained 8.1 percent

against the dollar since Jan. 7.

QU.S. President Barack Obama
visited Puerto Rico last month
in the first visit by a sitting
president in 50 years. In addi-

tion to attending a fundraising event,
Obama spoke about the U.S. territory's
status and the economic challenges it
faces. What is the status of the state-
hood debate in Puerto Rico and how
should the island resolve it? How
should the commonwealth tackle its
high rate of unemployment and
increase in violence? What other
issues are of major concern to Puerto
Ricans?

AHarold Toro-Tulla, research
director at the Center for the
New Economy: "With regard
to how the commonwealth

should tackle its high rate of unemploy-
ment and the increase in violence, both
issues are symptomatic of deeper struc-
tural problems. A society aiming to gen-
erate economic growth, equitable
opportunities and security of its citizen-
ry needs to articulate autonomous eco-
nomic governance institutions that for-
mulate coherent economic development
plans, and well thought-out social poli-
cy. These necessary conditions in Puerto
Rico are in the best case weak and ori-
ented to the interests of powerful stake-

holders in Puerto Rico's economy. In the
worst case scenario, these key compo-
nents are nonexistent. More specifically,
regarding violence, it depends on what
you mean by violence. If you are refer-
ring to the increase in delinquency and
violent crime, this is quite likely related
to the incidence of drug trafficking in
Puerto Rico. If you are referring to the
various forms of political violence—
including symbolic and physical—these
seem to be a result of generalized intol-
erance against any disagreement or
opposing view regarding government
policy. More generally, the sense of gen-
eralized crisis in Puerto Rico's econom-
ic conditions, the sense of generalized
social disarticulation, and the declining
legitimacy of political institutions
(including government as well as politi-
cal parties) should be a matter of con-
cern for U.S. authorities. In fact,
President Obama's visit might have as
one of its most important consequences
drawn the attention of international
audiences to the current economic and
social conditions in Puerto Rico after
111 years of U.S. tutelage."

Editor's note: The above is a continua-
tion of a Q&A published in Tuesday's
Advisor.

The Dialogue Continues

What Is the Status of Puerto Rico's Debate Over Statehood?

http://www.thedialogue.org/uploads/LAA/Daily/2011/LAA110705.pdf
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sus just $18 in the United States and $20
in Argentina. An agricultural trading firm
operating in Brazil said it marveled at the
infrastructure capacity next door in
Argentina, but then adds it is politics that
is dysfunctional in Argentina. Efforts are
underway to improve the situation in
Brazil but they are fractured and inade-
quate. While the logistics issues in Brazil
are frustrating, major importers like
China hedge their bets by also buying
from the United States and investing in
expanded production in places like
Africa. Budget hawks in the U.S. House of
Representatives reacted with understand-
able incredulity to a situation in which
U.S. taxpayers subsidize Brazilian cotton
growers in order to be able to continue
subsidizing American cotton growers.
However, a much more powerful intellec-
tual property rights industry is threat-
ened by retaliation from Brazil if the $147
million payment is not made in accor-
dance with the WTO cotton case settle-
ment. A more likely outcome is a rewrite
of U.S. cotton policy in the 2012 farm bill
that then gets re-litigated for its adequacy
before another WTO dispute settlement
panel."

AIgnacio Perez and Grégoire
Tallard, agricultural policy
analysts in the Trade and
Agriculture Directorate of the

OECD: "Brazil is the fourth-largest coarse
grains producer in the world, behind the
United States, China and the European
Union. According to the latest OECD-

FAO Agricultural Outlook 2011-2020,
coarse grains production in Brazil is
expected to reach 70 million metric tons
by 2020, up 21 percent from 2008-10,
which is the highest increase among the
top-four world coarse grains producers.
This is achieved by an area increase of 2.7
percent (or 0.4 million hectares) and
most importantly through yield increase
of 18 percent. Here it is important to note
that competition for land is likely to
intensify in view of the fact that prices of
most crops are projected to remain
strong. Planting decisions, therefore, will
be very much shaped by the inherent
inter-seasonal price volatility, which in
turn, will contribute to unexpected
changes in production levels. Regarding
meat production, Brazil's remarkable
growth during the last 10 years is expect-
ed to continue in the next decade, albeit
at a slower pace (1.7 percent per annum).
Increased consumption induced by grow-
ing income will sustain the 4 metric ton
(carcass weight equivalent) meat produc-
tion increase between 2010 and 2020.
Meat exports are expected to expand, but
the rate of growth will be curbed during
the 2011-2020 projection period as the
real is expected to remain strong. Of all
major meat products, poultry is expected
to gain the most."

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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