
Editor's note: In today’s issue, we present the sixth and last in our
series of responses by regional experts to the Latin America
Advisor’s “Annual Predictions Survey.” Today’s topic: what is the
outlook for the Andean region in 2004?

The Andean region continues to be a major hotspot in Latin America, with politi-
cal and economic uncertainty plaguing governments in Bolivia, Colombia,
Ecuador, Peru, and Venezuela. How do you expect events to unfold in the region
in 2004? Will political and social tensions continue to dominate the region?

Guest Response: Michael Shifter: "Unfortunately, it is hard to be sanguine about the
political and social outlook in the Andean region in 2004. Venezuela remains the most
volatile country, polarized both politically and socially. A referendum in early 2004 to
resolve the crisis constitutionally is the most hopeful scenario, although there are ample
grounds for skepticism. President Chavez will not easily relinquish power, and the oppo-
sition could blunder again. The risk of escalating violence is considerable.  The Bolivian
government headed by Carlos Mesa is fragile, beset by the same intense social and
political pressures that led to the collapse of the Sanchez de Lozada administration last

October. Another election could help calm the situation
temporarily, but is unlikely to quell the tremendous dis-
content and anger among the country's well-organized,
marginal population. Despite a sound macroeconomic
performance, Peru's politics are highly precarious.
Social protests and strikes in 2004 are almost assured,
and the main question Peruvians will be asking is if

President Toledo, at 11 percent in the polls, will be able to survive until 2006.
Ecuadorans are already asking the same question about President Gutierrez, in office
for less than a year, but suffering a severe credibility problem and relying increasingly
on the armed forces for support. Alvaro Uribe, the only Andean president who previously
held elected office, remains highly popular because Colombians believe his security pol-
icy is producing results. But in 2004 he will have to deal with a stronger opposition and
more recalcitrant Congress, which will test his political skills, resilience, and flexibility."

Board Response: Beatrice Rangel: 2004 will be quite an exciting year for the Andean
region -- observers and citizens alike. The region will be the stage for a new wave of
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... are in trouble.”
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Senior FARC Rebel Commander 
Simon Trinidad Captured in Ecuador

Colombian officials hailed the capture of a
senior rebel commander Friday as an
important victory in the government's
decades-old war against leftist guerrillas.
President Alvaro Uribe said the seizure of
Juvenal Ovidio Ricardo Palmera, known by
the alias Simon
Trinidad, "shows that
terrorism will not win,"
while Defense
Minister Jorge Uribe
called the day of
Trinidad's capture "a
good day for world
peace and for peace
in Colombia." The 53-
year-old Trinidad is
the highest-ranking
member of the
Revolutionary  Armed
Forces of Colombia
(FARC) to be captured  during the country's
four-decade-old civil war. Trinidad, who sat
on the FARC's 31-member ruling council
and participated in failed peace talks with
the government, was nabbed by police in
neighboring Ecuador late Friday.
Ecuadorean and Colombian accounts of the
circumstances of his capture differ, howev-
er, according to Reuters. Ecuadorean offi-
cials say Trinidad was detained during a
routine document check. The Colombian
government claims that Trinidad was seized
at a hospital in Quito after being tracked for
months. To support its claim, the Colombian
military yesterday released a video showing
Trinidad walking in the streets of Quito dur-
ing different days in late December.
Ecuador and Colombia have clashed in the
past over charges Ecuador's military sells
weapons to FARC rebels, an accusation the
Ecuadorean government denies. Trinidad
was flown on Saturday to a Bogota military
airport and taken by an escort of heavily
armed soldiers to an undisclosed location.
Defense Minister Uribe said Trinidad, who is
suspected of involvement in the September
2001 kidnapping and murder of former
Culture Minister Consuelo Araujo Noguera,
among others, "will face Colombian justice."
Defense Minister Uribe said the United

States, which has shared intelligence and
contributed millions of dollars in military aid
to the Colombian government, provided
"key support" in Trinidad's capture.

Peruvian Labor Minister Quits
Amid Corruption Allegations

Peruvian Labor Minister Jesus Alvarado
resigned Saturday amid allegations in the
media he obtained government jobs for rel-
atives, Reuters reported. The resignation of
Alvarado, who has denied the charges,
came a day after President Alejandro
Toledo vowed to fight corruption "wherever
it appears." A state auditor said Friday the
ex-labor minister got jobs for at least four
family members since assuming office early
last year. Alvarado is the fourth cabinet offi-
cial to quit in two months under accusations
of impropriety. Last month, Prime Minister
Beatriz Merino stepped down amid media
reports she misused her office while head of
Peru's tax agency. Merino's resignation was
followed four days later by the departure of
Women's Minister Nidia Puelle over claims
she gave jobs to friends at a state agency
she used to head. In November, Vice
President Raul Diez quit his post as foreign
trade minister after being accused of influ-
ence peddling. He is still vice president,
however. Charges of corruption in Toledo's
cabinet have contributed to his dismal pop-
ularity, which stood at just 11 percent in
December. No replacement for Alvarado
has yet been named.
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Colombian soldiers escort
FARC commander Simon
Trinidad after his arrival
Saturday at a military airport in
Bogota. Photo: Casa Nariño.

Mexican Ex-Police Official Wanted
for "Dirty War" Crime Dies

A fugitive former Mexican police com-
mander suspected of human rights viola-
tions during Mexico's "dirty war" died on
Friday, according to Reuters.

Witnesses said 69-year-old Isidro Galeana,
who is accused of involvement in the 1974
kidnapping and disappearance of a leftist
school teacher, died of a heart attack.

Galeana had been on the run from authori-
ties since a warrant for his arrest was issued
in late November as part of the govern-
ment's investigation of dirty war atrocities
against leftists.



Indians Invade Ranches in Brazil

Thousands of Brazilian Indians have
invaded ranch land near the border
with Paraguay they claim belongs to
them, police said Sunday, according
to Reuters. Guarani and Caiua
Indians, armed with shotguns and
bows and arrows, and wearing war
paint and masks, began occupying
ranch lands in Mato Grosso do Sul
state before Christmas. Local ranch-
ers claim the Indians have killed live-
stock, taken hostages, and expelled
people from their property, according
to police. The Indians say the ranch-
ers are on ancestral land or territory
reserved for them by the government.
President Luiz Inacio "Lula" da Silva
has promised to distribute land to
Indians who have been centuries-long
victims of discrimination in Brazil.

Venezuelan Tax Collection Falls 
Short of Government Target

Venezuela's Seniat tax and customs
authority estimates it collected 12.1
trillion bolivars ($US 7.5 billion) in rev-
enues in 2003, short of the agency's
goal of 13.4 trillion bolivars, Reuters
reported Friday. Seniat head Jose
Vielma said the agency beat its inter-
nal revenue target for the year, but
failed to meet its goal for customs rev-
enue collection. Imports in Venezuela
have fallen dramatically since the
government implemented currency
controls in February and restricted
access to foreign currencies. Vielma
also said tax evasion had been
reduced to 30-40 percent from 50-60
percent due to government enforce-
ment efforts. Seniat has cracked
down on tax evasion in the private
sector, temporarily closing 840 com-
panies this year for failing to meet tax
regulations, Vielma said.

Mortage Loans in Colombia Rise
20.37 Percent YoY During Q3

Loans to purchase homes in
Colombia rose 20.37 percent during

the third quarter of 2003 compared to
the same period of 2002, the govern-
ment's national statistics agency
(DANE) said Friday, according to
Reuters. Mortgage loans totaled
295.171 billion pesos ($US 106.2 mil-
lion) during the July-September peri-

od, DANE said. Homebuyer lending
had fallen 2.03 percent year-on-year
during the second quarter.  The gov-
ernment estimates Colombia's econo-
my grew a solid 3.5 percent in 2003,
in part due to strong construction
growth.
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Parmalat Brazil Executive Quits Amid Scandal

While Italian and US officials continue to investigate a multibillion-euro scan-
dal at Parmalat, the head of investor relations at the Italian food company's
Brazilian unit has resigned, Parmalat said Friday.

According to Brazilian press reports, Paulo Carvalho Engler Pinto will be
replaced by executive Andrea Ventura. The decision to replace Carvalho was
made at a December 19 board meeting -- the same day that the scandal at
Parmalat erupted when Bank of America said the company's claim of holding
4 billion euros ($US 5 billion) in an account with the US bank was fraudulent.

Investigators are trying to trace 250 million euros raised in a 500 million euro
bond issue in Brazil in 2001. It is believed the money ended up in Malta via a
Cayman Islands unit of Spanish bank Santander Central Hispano.

In related developments in Latin America:

· The former head of Parmalat's Venezuelan unit, Giovanni Bonici, said he
plans to return to Italy to face questioning by authorities for his possible
role in the scandal, according to an interview published Sunday. Bonici,
who resigned as head of Parmalat Venezuela on Friday, is the only indi-
vidual wanted for questioning still at large. Parmalat's founder, five other
company executives, and two outside auditors are under arrest in Italy. "I
have not run away. "I confirm my willingness to return to Italy," Bonici
said. "As you can see, I am not bin Laden." Bonici was also chairman of an
offshore unit of the company, Boniat, which is at the center of the probe.
Italian prosecutors believe the Cayman Islands-based Boniat, as well as
fund Epicurum, were used to justify false liquidity and camoflauge debts.

· Venezuelan officials, concerned about possible disruptions to the country's
milk supply as a result of the scandal, were expected to meet with Parmalat
executives on Friday. The company's local unit supplies 40 percent of
Venezuela's milk products.

· Italian officials believe a trip by Parmalat founder Calisto Tanzi to Ecuador
before his arrest in Milan last month may be related to the disappearance of
at least some of the more than 800 million euros allegedly embezzled from
the company.

Source: Reuters.

[Editor's note: look for a Q&A on expected fallout of the Parmalat scandal on
the company's Latin American operations in this Wednesday's issue of the Latin
America Advisor.]

Economic News



modernization to unfold. For too many years, 'structural rigidities' have
kept sizeable segments of the population from being able to own their
future, in the words of Walter Russell Mead in his essay on the need to
develop middle classes in Latin America. These segments are falling
hostage to rampant populists that promise redemption through class
struggle, redistribution, and protectionism. Low levels of education impair
the vision of these constituencies, making them ready to give these pop-
ulist leaders a chance in power. Bolivia, Ecuador, and Peru might
become the first nations to follow these emerging leaders. As they reach
power and fail to deliver, a modern, grassroots-propelled leadership will
certainly emerge. Venezuela, in the meantime, will emerge from a simi-
lar process through an electoral solution that will open the road for polit-
ical and economic participation of those that once believed in the states-
manship and managerial acumen of President Hugo Chavez.  Colombia
could see progress achieved by the Uribe administration weaken, as
political stability mounts in neighboring countries."

Guest Response: Phillip McLean: "The five Andean countries from
Venezuela to Bolivia are in trouble. The easiest prediction is that two or
more will suffer upheavals requiring major international attention. Bolivia,
with a president who came to office in October on a wave of violent street
protest, seems the most vulnerable. President Carlos Mesa lacks an
organized political base. His impossible task will be to co-opt the newly
aroused highland indigenous communities while restoring hope in
Bolivia's economic future to the rest of the country.  Ecuador is similarly
tottering with a president who, having lost the backing of the indigenous
groups whose popular protests helped propel him to office, now has lit-
tle organized support but an urgent need to create national consensus
on a coherent economic policy. As Peru shows, economic growth is not
enough. Although the country has one of the fastest-growing economies
in the Hemisphere, President Toledo's popularity hovers between 10 and
15 percent, but he remains in office because Peruvians have scarcely lit-
tle more trust in any competing politician or institution. The most dramatic
struggle for the survival of democracy will be in Venezuela, where
President Hugo Chavez has grudgingly given ground so that it now
appears that a recall referendum will take place in the next six months.
A healthy majority of Venezuelans want Chavez out, but it is still not clear
whether the opposition is capable
of uniting to present an attractive
alternative to the wily, populist
president. Colombian President
Alvaro Uribe's challenge is not
survival but success. He must
show that his emphasis on secu-
rity is getting results or the
Colombian economy will weaken,
as will US support, which is criti-
cal to his programs."
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