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LATIN AMERICA ADVISOR

Featured Q&A With Our Board of Advisors

More than a month after the

forced departure from Haiti of

President Jean-Bertrand

Aristide, developments in the
Caribbean nation have prompted inter-
national outcries about the persecution
of Aristide supporters and the need for
disarmament of all armed groups. What
do these developments portend for
democracy in Haiti? Do you expect the
presidential election to take place as
planned next year? What impact is the
US-led multinational peacekeeping
presence having in Haiti?

Guest Comment: Robert Maguire:

"For democracy to take root in

Haiti, the 'winner takes all' tradi-

tion of Haitian politics and the
practice of impunity must end. So far, signs
of that happening in post-Aristide Haiti are
dim. As usual, most news emanates from
Port-au-Prince, where the interim govern-
ment of Prime Minister Latortue, far from
meeting its own declared goals of inclu-
sion, seemingly focuses its nascent efforts
to administer 'justice’ exclusively on mem-
bers of the former government, turning a
blind eye to the armed insurgents who pro-
pelled it to office. Beyond the capital city,
things seem worse. With towns and villages
throughout the country under the sway of
gangs, criminals, and resurgent soldiers,
appointed and elected civilian officials—
most affiliated with Aristide's Lavalas
Family party—have fled, leaving a danger-
ous political vacuum for interim Interior

Inside This Issue

Minister Herard Abrahams, a former
Haitian Army general, to fill. In some vil-
lages, the dreaded 'section chiefs' of the
Duvalier era have re-emerged. The under-
whelming  3,600-strong Multinational
Interim Force (MIF) has yet to establish a
meaningful presence outside Port-au-
Prince and several secondary cities. As
armed, anti-democratic forces in towns
and villages throughout Haiti solidify their
grip on power, they cast a shadow over
prospects for democratic institution-build-
ing, and free and fair elections.”

Continued on page 4

PHOTO OF THE DAY

e
Luiz Paulo Conde, deputy governor of the
Brazilian state of Rio de Janeiro, has pro-
posed building a wall around two slums
in the city of Rio de Janeiro. See related
story starting on page 2.

Source: Rio de Janeiro state government.
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Mexican Industrial Output Rose
2.2 Percent YoY in February

Industrial production in Mexico rose
2.2 percent in February from the
same month of 2003, the third
straight monthly increase.
Manufacturing output, which
accounts for 75 percent of Mexican
industry, expanded 1.2 percent,
while mining and construction
surged 9.6 percent and 5.4 percent,
respectively.

Source: INEGI, Reuters.

DR's Mejia Admits Bond
Rescheduling Possible

Dominican Republic President
Hipolito Mejia acknowledged
Monday he may be forced to
reschedule the government's $1.1
billion in privately-held sovereign
bonds as a result of negotiations
with the Paris Club of government
creditors. "I would like to see the
bonds continue to be paid, so we
don't have a panic in the market,"
Mejia told reporters during a trip to
New York. "But this issue is not
about what I want. It's a negotia-
tion." The Paris Club, which is seek-
ing equality of treatment, does not
want the Dominican government to
pay back private bondholders until a
debt rescheduling that includes both
the Club and the bondholders is
worked out.

Source: Reuters.

KCS Threatens Return to
Arbitration Over Sale of TMM

US railroad company Kansas City
Southern (KCS) on Monday threat-
ened to take back to arbitration a
dispute with Mexican transport
company TMM over the sale to KCS
of TMM's stake in rail operator
TFM. TMM claims the two compa-
nies had agreed to call off the deal.

Source: Reuters.
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Economic News

Energy Minister Resigns as Ecuador
Seeks Investment in Oil Sector

Ecuadorean Energy Minister Carlos
Arboleda resigned Monday amid criticism
from the opposition Social Christian Party
(PSC), the Andean country's largest polit-
ical party, Reuters reported. Arboleda's
resignation comes two weeks before the
opening of bids submitted by private com-
panies for 20-year contracts to produce
crude oil in four state-owned Amazon jun-
gle oil fields. The minister has come under
fire for his controversial decision to elimi-
nate a requirement that contract winners
agree to give the state at least 35 percent of
the oil produced from the fields. In an
interview published yesterday in local
daily Expreso, PSC leader and former

CSFB noted. Eduardo Lopez, President
Lucio Gutierrez's representative on the
board of state-owned oil firm
Petroecuador, has been named acting
energy minister. Ecuador produces about
500,000 bpd of oil, its largest export.

Lula Sends Regulatory
Reform Bill to Congress

Brazilian President Luiz Inacio "Lula" da
Silva on Monday sent to Congress a bill
seeking to strengthen the government's
control over regulatory agencies, Reuters
reported. Under Lula's proposal, which
would amend 10 laws governing Brazil's
nine regulatory agencies, the responsibility
for awarding contracts and licenses for
public services would be taken away from
regulators and given to government min-
istries. The regulators would only be
responsible for monitoring the public con-

The Ecuadorean government is seeking to attract greater participation

by private firms in its oil sector in order to boost production, which

has fallen in recent years due to a lack of investment.

Ecuadorean President Leon Febres
Cordero said Arboleda "doesn't under-
stand a thing about oil." The Ecuadorean
government is seeking to attract greater
participation by private firms in its oil sec-
tor in order to boost production, which
has fallen in recent years due to a lack of
investment. The four oil fields up for bid-
ding, which have a combined 905 million
barrels in reserves, are producing below
their potential at about 94,000 barrels per
day (bpd). In a research note published
this morning, Credit Suisse First Boston
said the opening of Ecuador's oil invest-
ment depends on who becomes Arboleda's
successor. The appointment of Ramiro
Galarza, a Central Bank official likely to
enjoy the support of the PSC, could accel-
erate liberalization of the oil sector, CSFB
said. Galarza, who has close ties to Finance
Minister Mauricio and Central Bank
President Mauricio Yepez, "would pro-
mote closer coordination between macro-
economic policies, oil sector policies, and
policies pertaining to the utilities sector,”

tracts. "This is about clearly re-establishing
the line of demarcation between political
decisions of a strategic nature and deci-
sions that have a technical nature,” Lula's
chief of staff, Jose Dirceu stated. Lula's reg-
ulatory reform bill also proposes establish-
ing four-year fixed terms for regulatory
agency heads, starting in the first half of
the president's second year in office. The
bill also proposes establishing specific per-
formance targets, which regulators would
have to meet before receiving funding.

Political News

Brazilian Official: Government
Will Build Wall Around Rio Slums

As over 1,200 heavily armed police moved
into two Rio de Janeiro slums on Monday,
the Brazilian state's deputy governor said
authorities were planning to construct a
10-foot-high wall around the slums,
Reuters reported. "We need to build it
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immediately,” Luiz Paulo Conde told
reporters. "The wall isn't to stop the vio-
lence, it is to mark off territory." Eight
people, including two police, have been
killed in shoot-outs between drug gangs
and police since Friday, when traffickers
from the Vidigal slum attempted to take
control of the neighboring Rocinha's drug
and arms trade. Rocinha is one of Latin
America's largest shantytowns and until
recently safe for Rio's many tourists.
Police say there are about 120 drug dealers
in Rocinha. "The idea behind the search is
to squeeze out the traffickers on various
fronts," said military police force head
Renato Hottz. Rio Mayor Cesar Maia,
however, called the proposed construction
of the wall "unbelievable." "They want to
create some sort of theme park on drug
and cocaine trafficking," said Maia.
Conde, also the state's environmental sec-
retary, said the wall would protect forests
from encroaching slums. "We won't allow
the unlimited expansion in the name of
drug trafficking," Conde said. "We will
limit everything. The forest is part of Rio
de Janeiro's beauty. It's an important eco-
nomic factor for the city."

Uribe Says Deaths of Colombian
Civilians an Accident

Colombian President Alvaro Uribe said
Monday the weekend killing by govern-
ment troops of five peasant civilians,
including an infant, was an accident and
that he would not punish the soldiers
responsible, Reuters reported. "I have
motives for extreme sadness, but I lack
administrative reasons to sanction the sol-
diers and officers," Uribe said. The defense
ministry said the killings, which took
place in a remote mountainous area 90
miles west of the Colombian capital of
Bogota, was a case of mistaken identity.
The incident has sparked criticism from
some opposition lawmakers, who say
Uribe is putting too much pressure on the
armed forces to produce results in the
campaign against leftist rebels and right-
wing paramilitary groups. "To be
demanding results in such a coercive man-
ner can be counterproductive," said
Senator Carlos Gaviria. The deaths of the
five peasants on Saturday came just three
weeks after troops killed seven police offi-
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cers and four civilians the police were
escorting under arrest. Those killings have
yet to be explained, despite calls from
Uribe. The president, however praised the
military for its transparency in explaining
the incident on Saturday. "If this was an
army that violated human rights, those
who shot the peasants would have tried to
hide it, lie about it, or make the bodies dis-
appear,” he said.

Morelos State Governor Suspends
State Police Force Amid Drug Probe

The governor of Mexico's Morelos state
on Monday suspended his entire state
police force following the arrest of two
senior officers accused of cutting deals
with drug traffickers, Reuters reported.
The 553 members of the state ministerial
police are suspended pending an investi-
gation. The police have also been stripped
of their weapons and their offices are
under guard. Morelos state Governor
Sergio Estrada said the suspension would
move law enforcement toward a police
force "that responds in a manner more in

line with the needs of society." A Mexican
judge last week jailed two senior Morelos
police officers accused of distributing
planeloads of cocaine and providing pro-
tection for Vicente Carrillo, the notorious
head of the Juarez drug cartel, and for an
aide to Carrillo. There are warrants out for
five other Morelos state employees, who
are in hiding. Although local media
reported that witnesses implicated Estrada
in the trafficking scandal, Attorney
General Rafael Macedo said Monday that
Estrada had been cleared of connections
to the drug-runners. The probe should be
completed this week, with officers prose-
cuted or rehired accordingly. A state secu-
rity force has assumed the ministerial
police force's duties in the interim.

Company News

Telmex Workers Launch
Negotiations for Pay Increase

Union workers at Telefonos de Mexico
(Telmex) on Monday began discussions
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Featured Q&A
Continued from page 1

Guest Comment: Dan Erikson:

"Haiti recently demonstrated

its ability to force itself to the

top of the international com-
munity's agenda, but the country already
shows signs of settling into its tradition-
al place on the back burner of US foreign
policy. The result has been an ad hoc
effort to ensure some minimum of secu-
rity and economic assistance that is sure-
ly insufficient for Haiti's needs. Today,
there are about 3,500 troops in Haiti,
more than half from the United States
with the remainder coming from France,
Canada, and Chile. This peacekeeping
force has largely succeeded in stabilizing
the country, but Haiti will remain
volatile and dangerous unless violent ele-
ments are disarmed by foreign troops—
a task that international actors are stu-
diously avoiding. In his recent visit to
Haiti, Colin Powell announced that the
US would provide $55 million in
humanitarian aid ($20 million less than
Haiti received in 2003 under Aristide)

plus $9 million for an OAS democracy-
building mission—a paltry level of com-
mitment that indicates the US is on track
to replicate another failed intervention
in Haiti. Meanwhile, Haiti's interim gov-
ernment is struggling to maintain inter-
national (and perhaps domestic) credi-
bility in the political firestorm provoked
by Aristide's forced resignation.
Ultimately, the legitimacy of the new
government rests on its ability to
improve human welfare and organize
free and fair elections—a prospect that
seems increasingly remote without
greater US supervision and support. At
present, the prospects for Haitian
democracy remain as fragile as ever."

Robert Maguire is Director of the
International Affairs Program at Trinity
College in Washington, DC.

Dan Erikson is Director for Caribbean
Projects at the Inter-American Dialogue.

with management for a 22 percent hike
in wages, Reuters reported. "We are look-
ing for a 22 percent salary increase, we
are negotiating the contract,” union
spokesman Eduardo Torres said. Like
last year, when workers asked for a 25
percent salary increase but accepted a 5.1
percent raise, talks usually go on for days
before Mexico's number two publicly
traded company makes an offer. With
54,000 workers, the union is the one of
the biggest, most aggressive, and tough-
est labor negotiators in Latin America
and can usually secure a wage increase
above inflation. Mexico's inflation in
2003 was 3.98 percent, its lowest since
1968, and the central bank is aiming for
3 percent inflation in 2004. Telmex's
growth of late has been slow, with rates
frozen for this year. The union will strike
if a deal is not reached by April 25.

D&S Shareholders Approve
$285 Million Share Offering

The chief financial officer of Chile's

Copyright © 2004, Inter-American Dialogue

largest supermarket chain, D&S,
announced Monday that shareholders
had approved a share offering of $285
million to finance expansion, Reuters
reported. The shares will be issued in
Chile, the United States, and Spain for an
undetermined price in June, Miguel
Nunez told reporters at the annual meet-
ing of shareholders. "The idea of this
operation is to have more liquidity and
increase the number of shareholders,"
Nunez said, adding that the Ibanez
group—the controlling shareholder—
will not pick up the new shares. The sale
will help finance the purchase of the
Chilean units of France's Carrefour,
construct new stores, expand the Presto
credit card, and pay back $100 million of
debt. Last Thursday, D&S filed with the
[N Securities and  Exchange
Commission to offer 103.3 million
American Depositary Shares in the
United States and 65.5 million shares of
common stock in Chile. Local shares of
D&S on the Santiago Stock Exchange
closed at 698 pesos on Monday.
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