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How Has Youth Unemployment Affected Latin America?

Unemployment in the OECD

countries averaged 18.9 percent

last year, The Wall Street Journal

reported Aug. 10, and youth are
three times more likely to be unemployed
than older workers in Latin America and
the Caribbean, according to the
International Labor Association.
Meanwhile, protests calling for education
reform in Chile have erupted in violence
and clashes with the police in scenes that
mirrored youth-driven turmoil in Britain. Is
there a direct correlation between youth
unemployment and the social unrest?
What accounts for such high levels of
youth unemployment and what effect has
it had on the region? What measures, if
any, should be taken to promote youth
employment?

Jonas Prising, president for the

Americas at ManpowerGroup:

"Youth unemployment is a press-

ing issue globally, and particular-
ly in Latin America, where 15 to 30 percent
of young people are unemployed, two to
three times the rate of adult unemploy-
ment in the region. With this significant
employment disparity, youth are losing
hope of finding jobs, and many have
stopped searching for work altogether.
Without action, we risk creating a 'lost gen-
eration,' where lifetime income and partic-
ipation in society is significantly dimin-
ished. The current scenario robs young
people of the chance to acquire the skills
needed in the rapidly changing workforce

Inside This Issue

and results in an even greater reliance on
society or family in the long term. The
divide between those that have opportuni-
ties to participate in the workforce and
those that do not is growing, and this social
bifurcation is greatest among the youngest
job seekers. It impacts our economies and
our societies. With the rapid transfer of
information that technology allows, they
see how others live and the opportunities
afforded to them, and this increasing gap
creates disillusionment and tension. The
recent waves of unrest in areas of the world

Continued on page 3

Phone Taps Target Opposition
Venezuelan Politicians

Recordings made from wiretaps of
Venezuelan President Hugo Chavez's
opponents have been turning up on state
television. Chavez's critics say the presi-
dent is behind the phone tapping, but
Chavez says the recordings came from
the opposition itself. See story on page 2.

File Photo: Venezuelan Government.
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Mexican Navy Finds Bodies That
May Be Kidnapped Personnel

The Mexican navy on Thursday said
it found objects belonging to three
kidnapped marines and a naval
cadet, as well as four bodies, after a
raid on a warehouse in the state of
Veracruz, the Associated Press
reported. Authorities arrested five
people on suspicion of their role in
the abductions as a result of the
raid. The four servicemen went
missing in the first week of August.
Two other navy personnel have also
disappeared this summer in
Veracruz.

Colombia to Increase Coal
Exports, Says MPX CEOQ

MPX Energia, an energy company
that is part of billionaire Eike
Batista's EBX Group, is negotiating
to sell coal from its Colombia unit
to customers in Asia, Europe and the
United States in addition to Brazil
and Chile, Bloomberg News report-
ed Thursday. "We have expectations
of having thermal coal of very good
quality ... Colombia will increase its
coal exports by a lot," said Chief
Executive Officer Eduardo Karrer.

Colombia's Banco Popular
Sells $226.5 Mn in Bonds

Colombia-based Banco Popular has
sold 400 billion pesos ($226.5 mil-
lion) worth of bonds in the local
market, Bloomberg News reported
Wednesday. The lender, which is not
related to the San Juan, Puerto Rico-
headquartered bank of the same
name, sold 48-month securities
yielding 3.68 percentage points
above inflation, according to a state-
ment by Colombia's stock exchange.
The bank also sold 18- and 24-
month securities yielding 1.71 per-
cent and 1.81 percent respectively
above the IBR interbank rate.
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Political News

Venezuela Phone Taps Target
Opposition Politicians

Tapping phones without a court order
violates Venezuelan law, but opposition
politicians' telephone conversations are
not only being recorded, but also played
on state television and radio stations, the
Associated Press reported today. The tac-
tic has become a common way of ridicul-
ing politicians critical of the government
of President Hugo Chdvez, according to
the wire service. Earlier this month, state
media played recordings of Chévez oppo-
nent and presidential hopeful Oswaldo
Alvarez Paz gossiping with an activist and
complaining about other Chavez critics.
"That made me feel indignation and
made me laugh, because it's not the first
time. They've already put me on that pro-
gram like four times," Alvarez told the AP
in an interview. Alvarez added that
although he is uncertain who is tapping
his phones, he is sure the state-run tele-
phone company is complicit and the peo-
ple conducting the wiretaps are working
for the government. "They're criminals,"
said Alvarez. "I sincerely believe that the
hand of Hugo Chévez ... is in all of this.
He's the one who conducts the orchestra."
The Venezuelan government did not
respond to the wire service's request for
comment. Mario Silva, the host of state
television's late-night talk show "La
Hojilla," or "The Razor," cracked a smile
when he played recordings of Alvarez and
activist Beatriz Contreras. "There are
some very good things here," said Silva,
who added the recordings show divisions
within the opposition. Silva has denied
the government is behind the recordings,
saying he broadcast them only after oth-
ers posted them on YouTube. Silva said
disgruntled members of the opposition
are behind the release of the recordings,
which he said are connected to a new,
unsigned blog called "Mesa de Alacranes,"
or "Table of Scorpions," a play on the
opposition coalition's name, "the
Democratic Unity Table." "I want to clear
up the following for people: The Mesa de
Alacranes ... is a tweet created by opposi-
tion people who are very upset with cer-
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tain decisions that are being made within
the opposition," said Silva, a member of
the board of directors of Chavez's social-
ist party. Chdvez has been stepping up his
verbal attacks on opponents and has
sought to portray his critics as divided

¢ Look at how the opposition ...

is a sack of serpents. »

— Hugo Chdvez

ahead of next year's presidential election.
He commented about the recordings of
Alvarez's conversations the day after they
were broadcast on Silva's program. "Look
at how the opposition ... is a sack of ser-
pents," said Chavez. "Did you all see La
Hojilla last night?" Chévez said the
recordings came from the opposition
itself. "They themselves, it seems, are
sending" the recordings.

Economic News

Mexican Banks Increased Loan
Portfolios in Second Quarter

The loan portfolios of Mexico's 41 finan-
cial institutions grew 2 percent in the
year's second quarter while bad debt lev-
els also increased, the country's banking
regulator said Wednesday, Dow Jones
reported. Banks in Mexico extended cred-
it totaling 2.24 trillion pesos ($184 bil-
lion) as of the end of June, as compared to
2.19 trillion pesos at the end of the first
quarter, according to the data from the
regulator, CNVB. The average bad debt
rate grew in the second quarter to 2.67
percent from 2.27 percent at the end of
March. As compared to June 2010, credit
provided to consumers increased 15 per-
cent, with balances on credit cards grow-
ing 4.5 percent. Banks home-loan portfo-
lios grew more than 13 percent. Last year,
Mexico's economy grew 5.4 percent and
economists hoped at the beginning of this
year that consumer spending would
increase in 2011, further aiding the econ-
omy. However, analysts have been lower-
ing their forecasts for economic growth in
Mexico, especially after Standard &
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Poor's downgraded the credit rating of
the United States, Mexico's main trading
partner. Mexico's Finance Ministry, head-
ed by  Ernesto
Cordero, has project-
ed this year's eco-
nomic growth at
more than 4 percent.
The two largest banks
operating in Mexico,
the Bancomer unit of
Banco Bilbao Vizcaya
Argentaria and
Citigroup's Banamex
unit, together hold
more than 40 percent of the country's
deposits and have a similar share of
Mexico's loans. The total assets of the
banking sector amounted to 5.82 trillion
at the end of June, a 14 percent increase
since the beginning of the year, while
deposits increased 15 percent to 2.78 tril-
lion pesos. At the end of March, the bank-
ing sector had assets of 5.63 trillion and
deposits totaling 2.73 trillion pesos. In
addition, banks had a 12.79 percent aver-
age return on equity for the 12-month
period that ended in June, as compared to
12.93 percent a year ago. The banking
sector's profit declined slightly this year
because of new government restrictions
that limited fees charged to retail cus-
tomers.

Cordero

File Photo: Mexican
Government.

Company News

Bunge to Invest $2.5 Bn in Brazil
to Boost Sugar, Ethanol Output

Food conglomerate Bunge is planning to
invest $2.5 billion in Brazil over the next
five years in order to increase output of
sugar and ethanol by nearly half,
Bloomberg News reported Thursday. The
company may sell bonds to aid in the
investment plan and does not intend to
issue shares, Chief Executive Officer
Alberto Weisser told reporters in Sao
Paulo. The investment will mainly be
funded with the company's cash, he said.
"We are very positive on the sugar and
ethanol outlook," said Weisser. "Our
investments come at the right moment, as
the world is yearning for food and clean
energy."
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may be in part a strong reaction from a
generation that has little hope and sees
no way to change their fate. We can cre-
ate opportunities for youth by incen-
tivizing entrepreneurship within the
public and private sectors, along with
providing the required tools and training

€ Without action, we risk
creating a 'lost generation,'
where lifetime income and

participation in society is
significantly diminished. .?”

— Jonas Prising

to ensure they acquire the skills they
need to make themselves more appealing
to employers. We have seen examples of
initiatives that have shown promise, but
the scale of the issue will require a dedi-
cated and focused effort to succeed."

Mark Lopes, deputy assistant

administrator in the Bureau for

Latin America and the

Caribbean at the U.S. Agency
for International Development: "When
you ask someone in a poor community
in Latin America or the Caribbean why
young people get off track, you typically
hear, 'Kids join gangs and cause trouble
because there are no jobs and no better
options.' On the surface, they are exactly
right. While the causes of unemploy-
ment and crime are varied and complex,
the core challenge of 'give me a better
option' still exists. President Obama rec-
ognized this in his March speech in
Santiago, Chile when he said, '...we'l
never break the grip of the cartels and
the gangs unless we also address the
social and economic forces that fuel
criminality. We need to reach at-risk
youth before they turn to drugs and
crime.' USAID is emphasizing programs
that address the root social and econom-

ic causes of crime. But, instead of a
floodlight approach to prevention, we
are moving toward a spotlight approach,
where experience tells us that programs
that are targeted, practical and have the
right follow-through have the best
chance of having a long-term impact.
For example, our workforce develop-
ment programs in Central America are
designed to teach 'job-ready' skills in
demand now by the private sector—and
then we work with local businesses to
place young people in market-based
jobs. Job creation is a big a deal both at
home and abroad, and USAID has found
that a few resources can go a long way to
help create jobs, as well as stability—
both of which are in the interests of
everyone in the hemisphere."

William S. Reese, president

and CEO of the International

Youth Foundation: "Whether

they take place in London,
Cairo or Santiago, youth-led protests and
even violence can be explained, in large
part, by looking at the local unemploy-
ment and underemployment rates
among these countries' young people.
Global youth unemployment is rising
across the globe—with young people
three times more likely than adults to be
unemployed. Without jobs, youth are
increasingly marginalized and frustrat-
ed, and have little stake in the future.
Latin America is no different. More than
100 million young people across the
region are neither working nor in school.
While the underlying reasons vary, they
often point to inadequate preparation
for youth to enter the local job market.
In the Americas, up to half the students
finishing secondary school reportedly
lack the essential work readiness skills
for decent 21st century jobs. Much
progress, however, is being made in the
region to address these challenges. One
program, supported by the Multilateral
Investment Fund and USAID, has pro-
vided training to over 70,000 at risk
youth and placed 55 percent of them in
decent jobs, with another 25 percent

Continued on page 4
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returning to school. Through its work in
Latin America and the Caribbean over
the past decade, the International Youth
Federation has developed a number of

¢ Without jobs, youth
are increasingly marginalized
and frustrated, and have
little stake in the future.”®

— William S. Reese

successful strategies to expand economic
opportunities among disadvantaged
youth. These include: building multi-sec-
tor partnerships committed to improving
youth job prospects; supporting market-
driven approaches to job training;
preparing youth with a range of compe-
tencies, including life skills; investing in
job creation through youth entrepreneur-
ship; taking successful programs to scale;
and promoting and disseminating best
practices in workforce development.”

Hans-Joachim Voth, research

professor of economics at the

Universitat Pompeu Fabra in

Barcelona: "Economists'
research over the last 20 years has shown
that there are three major ingredients for
unrest—ethnic heterogeneity, unemploy-
ment and budget cuts. Given the massive
immigration into Europe in the last
decade (much of it illegal), the high rates
of youth unemployment and the scale of
budget cuts necessary for a sustainable
debt position, it is at least possible that
unrest will escalate in the future. There is
a good chance of a vicious cycle, with
social instability and more uncertainty
about the political environment leading
to lower investment, less growth and yet
more unemployment. The right policy
mix to deal with this danger involves,
first, reducing immigration to very low
levels, second, the pursuit of careful
expenditure policies in good times, and
third, more emphasis on tax increases
rather than expenditure cuts."

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