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LATIN AMERICA ADVISOR

Does the United States Need Five New Caribbean Embassies?

The U.S. House Foreign Affairs

Committee passed an amend-

ment in July urging the State

Department to open embassies in
five Caribbean countries that don't have
one. Currently, the embassy in Barbados
covers Antigua and Barbuda, Dominica,
St. Kitts and Nevis, St. Lucia, and St.
Vincent and the Grenadines. The amend-
ment's author, Rep. Eliot L. Engel, noted
that Venezuela, Cuba and Brazil all have
embassies in those countries. Does
Washington's lack of embassies hurt U.S.
interests in those countries? How impor-
tant is the Caribbean for the United States
economically and how strong are U.S.-
Caribbean relations politically? What
other countries have a strong presence in
the Caribbean?

Eliot Engel (D-N.Y.), chairman of

the U.S. House Western

Hemisphere Subcommittee:

"Imagine a resolution in the
United Nations coming down to a mere
five votes or less. Who will the secretary of
state task with delivering the U.S. position?
The ambassador to that country. Now
imagine the swing votes include Antigua
and Barbuda, Dominica, St. Kitts and
Nevis, St. Lucia and St. Vincent and the
Grenadines. In these countries, we deliver
our messages by facsimile. And worse,
guess who is first in line to deliver a posi-
tion often counter to ours. Venezuela and
Cuba. Imagine a plane goes down in one of
these five countries. Imagine further it's a

Inside This Issue

U.S. carrier or a flight with U.S. citizens on
board. Now imagine that those passengers
include your child or parent. For assis-
tance, you are forced to turn where? Our
embassy in Barbados? I draw attention to
these hypothetical situations because there
are five countries in the Caribbean where
tens of thousands of Americans travel for
pleasure, business, school or family visits,
where there is concern about drug traffick-
ing, and where Venezuela, Cuba, Brazil and
other countries have embassies—but
where the United States does not. There is

Continued on page 3

Brazilian Defense Minister Quits
After Comments Anger President

Nelson Jobim stepped down Thursday
night as Brazil's defense minister after
saying he voted for President Dilma
Rousseff's opponent in last year's elec-
tion and criticized two of her top aides.
See story on page 2.

File Photo: Brazilian Government.
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Tropical Storm Emily Dissipates,
Flooding a Concern in Haiti

Potential flooding is a concern for
hundreds of thousands of Haitians
as Tropical Storm Emily dumped
heavy rain on the country Thursday.
The storm could still dump 6 to 12
inches of rain on the island of
Hispaniola, according to the U.S.
National Hurricane Center in
Miami, CNN reported. About 100
people were relocated to shelters in
southeastern Haiti, but there were
no reports of any fatalities after the
storm swept across the impover-
ished country.

Entire Mexican Police Force
Resigns After Attacks

The entire police force of Ascension,
a town of 24,000 in northern
Mexico, resigned on Thursday after
gunmen killed three officers on
Tuesday, the Associated Press report-
ed. State and federal police have
come in to take over the work previ-
ously done by the 20-man force in
the city. There have been at least
three attacks on police stations over
the past month.

Mexico Fines Local
Scotiabank Brokerage

Mexico's National Banking and
Securities Commission (CNBV) on
Thursday fined the local brokerage
house of Bank of Nova Scotia 10.3
million pesos ($860,000) for failing
to comply with rules regarding
investment advice to customers,
Dow Jones reported. The CNBV said
Grupo Financiero Scotiabank
Inverlat hadn't given some cus-
tomers enough information with
regard to structured notes or made
imprudent recommendations. It
added that the brokerage had com-
plied with the investigation, paid the
fines and is working to correct the
mistakes.
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Political News

Brazil's Defense Minister Quits
After Comments Anger Rousseff

Brazilian President Dilma Rousseff on
Thursday night forced her defense minis-
ter, Nelson Jobim, to resign after Jobim
angered Rousseff by saying he voted for
her opponent in last year's presidential
election and also criticized two of her top
aides, Bloomberg News reported. Jobim is
the third official to leave Rousseff's seven-
month-old  cabinet
amid controversy after
the resignations of the
country's transporta-
tion minister and the
president's  cabinet
chief. Jobim will be
replaced by former
Foreign Minister Amorim

Celso Amorim, who File Photo: Brazilian
served under former Gy ernment.
President Luiz Indcio

Lula da Silva, Social Communications
Minister Helena Chagas told reporters
Thursday. Jobim had led Brazil's military
since 2007 and was one of 12 top officials
from the Lula government that Rousseff
retained when she took office Jan. 1.
Jobim, who previously served as a justice
on Brazil's supreme court, acknowledged
last week that he voted for José Serra,
Rousseft's opponent in last year's elec-
tion. Then, in a newspaper interview yet
to be published, Jobim criticized two of
Rousseff's closest aides. He called
Institutional Relations Minister Ideli
Salvatti "weak" and said cabinet chief
Gleisi Hoffmann "doesn't know Brasilia,"
Folha de Sao Paulo columnist Monica
Bergamo reported Wednesday, citing an
interview to be published in the magazine
Revista Piaui. The statements angered the
president, who sought Jobim's resigna-
tion as soon as he returned from a trip to
the Amazon, an unnamed government
official told Bloomberg News. Jobim's exit
could affect Rousseft's already-strained
relations with members of her political
coalition, which she needs to pass legisla-
tion. Jobim 1is a member of the
Democratic Movement Party of Brazil,
the largest party in the administration's
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coalition. The party has 79 seats in the
513-member lower house and 20 seats in
the 81l-member Senate. Last month,
Rousseff forced Transportation Minister
Alfredo Nascimento, another holdover
from the Lula administration, to resign
amid allegations of kickbacks and over-
billing at the ministry. The Party of the
Republic, of which Nascimento is a mem-
ber, then withdrew its automatic support
for Rousseft's administration. Earlier this
year, Antonio Palocci resigned as
Rousseft's cabinet chief amid questions
about how his personal wealth soared
during his time as a legislator between
2006 and 2010.

Economic News

Venezuela's Annual Rate of
Inflation Rises to 25.1 Percent

Venezuela's annual inflation rate rose in
July to 25.1 percent, the country's central
bank and National Statistics Institute said
Thursday, the Associated Press reported.
Prices were up from June's annualized
rate of 23.6 percent. Prices for food expe-
rienced an especially sharp increase, ris-
ing 4.8 percent in July alone. Last year, the
South American country's rate of infla-

Prices for food rose

4.8 percent in July alone.

tion was 27.2 percent. Government offi-
cials are seeking to hold inflation to
between 23 percent and 25 percent this
year, but analysts believe the increase in
prices could be greater than that.
Venezuela in recent years has consistently
had the region's highest rate of inflation.

Company News

HSBC Expects at Least 20% Loan
Portfolio Growth in Latin America

Britain's HSBC Holdings expects loan
portfolio growth of at least 20 percent this
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year in Latin America, Emilson Alonso,
the bank's managing director for Latin
America and the Caribbean told reporters
Thursday in Mexico City, Dow Jones
reported. HSBC's loan portfolio grew 13
percent in this year's first half, said
Alonso, adding that HSBC already has
met its previous forecast for loan portfo-
lio growth in the region for the entire
year. The Latin American operations of
the London-based bank generated pre-
tax profits of $1.15 billion in the year's
first half, a 23 percent increase on the
year. That represents 10 percent of
HSBC's global profit for the first half,
which was $11.47 billion. In Latin
America, Brazil contributed 55 percent of
the bank's regional profit for the year's
first six months while Mexico accounted
for 26 percent. The bank also has opera-
tions in Argentina, Chile, Panama,
Uruguay and Venezuela. HSBC plans to
cut as many as 30,000 jobs globally over
the next two years as it seeks to prioritize
markets including Latin America which
are seeing particularly strong growth.
Alonso also said he expects the bank's
growth will slow in Latin America during
the second half due to global economic
uncertainty. HSBC also surpassed its own
expectations in Mexico for deposits,
which grew 19 percent, and credit, which

HSBC plans to cut as many as
30,000 jobs globally over the next
two years as it focuses on markets

such as Latin America.

grew 18 percent, said Luis Pefia, the head
of the bank's Mexican operations. The
bank's credit portfolio also grew in Brazil,
the region's largest economy, by 27 per-
cent in the first half, though bad debt in
Brazil is also rising. In Mexico, HSBC also
is expecting to close its $198 million sale
of HSBC Afore, its pension fund opera-
tion, to Principal Financial Group. The
sale was first announced in April.
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a solution. The U.S. embassy in Grenada,
staffed by one Foreign Service officer and
a few locally hired personnel, should
serve as a model for the region. My
amendment, which was adopted unani-
mously by the House Foreign Affairs
Committee,  directs  the  State

¢ Given the challenges the U.S.
faces in the Americas, we should
take no nation for granted. »

— Eliot Engel

Department to establish similar
embassies in the five Caribbean coun-
tries when one-fifth of our 800 diplo-
mats now in Iraq and Afghanistan are
removed over time. Five of these diplo-
mats—only five—must be reassigned to
the Caribbean countries. Given the chal-
lenges the U.S. faces in the Americas, we
should take no nation for granted. While
these are small countries, they are
deserving of respect. We can do that by
establishing embassies modeled on our
post in Grenada."

G. Philip Hughes, senior direc-

tor at the White House Writers

Group and former ambassador

to Barbados and the Eastern
Caribbean: "Recent House Foreign
Affairs Committee action requiring the
State Department to establish U.S.
embassies in five Caribbean island
nations aims to counter Cuban and
Venezuelan diplomats in those countries
with permanent on-scene U.S. represen-
tatives—10 years from now! As a former
ambassador to this region, I believe this
would be a thoughtless waste of money.
There are better ways to achieve the same
goals. For countries ranging from 52,000
inhabitants (St. Kitts and Nevis) to
167,000 residents (St. Lucia), the com-
mittee would have the U.S. pay for an
embassy chancery and a residence in
each island (both with security); at least

one full-time U.S. officer (probably
more, especially if that officer is an
ambassador, and with pressure to deliver
consular services—the item of greatest
local interest); a small motor pool; and a
locally hired support staff—all costing
millions of dollars. All to monitor and
report on local events of virtually no
consequence to U.S. interests. The only
sensible way for the United States to
operate in the Eastern Caribbean is on a
regional basis. This also makes the
strongest case for garnering any appre-
ciable resources for the region.
Fragmenting U.S. representation only
makes this harder. If the United States
really wants to more effectively contest
Venezuelan, Cuban and Brazilian influ-
ence on these islands, a better investment
would be to educate, train and cultivate a

€€ As a former ambassador
to this region, I believe

this would be a thoughtless

waste of money.??

— G. Philip Hughes

future generation of leaders from these
Caribbean islands here. Since we can't
offer a 'deal' like Venezuela's PetroCaribe
and mere diplomatic presence won't do
the trick, the key in determining which
way these nations incline is their leader-
ship—and the committee's action won't
do anything about that. And if we need
some extra embassies, wouldn't Monaco,
Liechtenstein, Andorra and San Marino
make more sense? After all, they're more
populous and economically significant."

Richard L. Bernal, executive
director for the Caribbean in
the Inter-American
Development Bank: "The
United States and the Caribbean coun-
tries have a long standing friendship and
a tradition of cooperation based on

Continued on page 4
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common ideals such as democracy and
on common issues such as eradication of
narcotics trafficking. The relationship is
strong, but there have been differences on
issues such as relations with Cuba and
deportees. The United States is the main
economic partner of the Caribbean and
this is evident in trade, foreign invest-
ment, tourist expenditures, remittances
and commercial financing. The friend-
ship extends beyond government to the
American and Caribbean people as thou-
sands of Americans vacation in the
region each year and a significant num-
ber of persons of Caribbean origin live
and work in the United States. There are
some in the region that feel that the
United States should give more attention
to the region and that assistance should
focus more on the promotion of eco-
nomic development, particularly the
smallest countries and that this is the ulti-
mate solution to security and transna-
tional crime. This perspective will not
necessarily be assuaged by having an
embassy in every country as diplomatic
representation is not the same as tangible
presence. In recent years, Venezuela has
emerged as an important source of aid on
oil prices and China's economic and
diplomatic presence has grown through
trade and highly development assistance.
These developments have not changed
the close economic and diplomatic rela-
tions with the United States, Britain and
Canada but they do portend a diversifica-
tion of the foreign relations of Caribbean
governments."

Ivelaw Lloyd Griffith, professor

of political science and senior

vice president at York College

of the City University of New
York: "Symbolism and substance are two
sides of any nation's diplomatic engage-
ment coin. So, for America's Caribbean
engagement, which is driven not by
altruism but by national interest, the
four key national interest drivers are
democracy, geonarcotics, geoeconomics
and geopolitics. Of course, the United
States is not the only nation with some or
all of these interests in the region.

Copyright © 2011, Inter-American Dialogue

Indeed, the dynamics of American
engagement there have been influenced
by ideological and strategic pursuits of
Cuba, Venezuela and other nations. Yet,
pundits and policy makers concerned
with the region should eschew designs
that elevate symbolism over substance, a
likely outcome of the proposal to estab-
lish embassies in the countries now cur-

€¢1s the current arrangement so
flawed as to warrant this fix??’

— Ivelaw Lloyd Griffith

rently served from Barbados. This pro-
posal would symbolically enhance our
presence in the region and signal a deep-
ening-engagement posture to Cuba,
Venezuela and others. But is the current
arrangement so flawed as to warrant this
fix? Moreover, how would establishing
five new diplomatic mini outposts boost
engagement substantively? The money
that would be spent opening and main-
taining five new embassies can be used
substantively in areas directly connected
to geonarcotics and other American
interests in the Eastern Caribbean, and
with mutual benefits. The following
three opportunities come readily to
mind: facilities and equipment for the
police and coast guards and to modern-
ize the courts, partial funding for St.
Vincent's planned international airport
and assistance to Dominica to improve
its nascent eco-tourism industry. In sum,
especially at a time of budget insufficien-
cy it's better to invest in substance, par-
ticularly when there are several opportu-
nities to do so."

The Advisor welcomes reactions to the
QA above. Readers can write editor
Gene Kuleta at gkuleta@thedialogue.org
with comments.
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