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LATIN AMERICA ADVISOR

Featured Q&A With Our Board of Advisors

The deputy governor of Rio de

Janeiro state in Brazil has pro-

posed building a 10-foot-high

wall around two favelas
(slums) in the state's capital amid grow-
ing violence in the favelas and as part of
a plan to contain their encroachment on
forest areas. Do problems with Rio's
favelas justify such a drastic measure?
How should authorities respond to the
violence?

Guest Comment: Marisa Ferreira:

"Rio has been in a long decline

and the crime and violence ema-

nating from its favelas have
reached such proportions that drastic
responses are required if it is to preserve
the revenues generated by the lucrative
tourism industry and its status as a conven-
tion center. Simplistic notions such as con-
structing a wall to separate the favelas from
the rest of the city, however, are not justifi-
able. Those who appreciate Rio know that
Rocinha and other communities are lively
demographic concentrations and rich cul-
tural spots within the city, and as such are
an undeniable part of Rio's reality. The fact
is that the control different criminal groups
have over the favelas is directly proportion-
al to lack of state involvement. Experiences
elsewhere prove that social and economic
problems, especially in the large metropol-
itan areas, must be confronted through a
complex array of public policies in connec-
tion with civil society commitments. Such
policies include improved healthcare,

Inside This Issue

access to education, increased employment
opportunities, and stricter gun control.
The policies might be part not only of the
agendas of Rio de Janeiro state Governor
Rosinha Garotinho and President Luiz
Inacio "Lula" da Silva, but especially of Rio
Mayor Cesar Maia. Isolating Rio's well-to-
do areas from the favelas' poverty by con-
structing walls would represent an abdica-
tion by the state of its responsibilities and is
akin to the Berlin wall—it hides one side
from the other but does not solve a thing."

Continued on page 4

PHOTO OF THE DAY

Mexican President Vicente Fox (L), seen
here in a June 2002 photo shaking hands
with Morelos state Governor Sergio
Estrada, on Thursday appealed for hon-
esty among elected officials. See related
story on page 2.

Source: Morelos state government.
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Haitian Death Squad Leader
Surrenders to Police

Haitian rebel commander and for-
mer death squad leader Louis Jodel
Chamblain surrendered to police on
Thursday to face murder charges
from the 1990s. Police said
Wednesday that Chamblain, who led
death squads in the 1980s during the
dictatorship of Jean-Claude "Baby
Doc" Duvalier, would be impris-
oned.

Source: Reuters.

Cemex Q1 Profit $311 Million

Mexico's Cemex, the world's third-
largest cement maker, on Thursday
reported a first-quarter net income
of $311 million, up from $81 million
for the same period of 2003. Cemex
benefited from higher sales in its
main US and Mexico markets, while
losses from derivatives declined.

Source: company statement.

Argentina Claims Repsol YPF
Sales Contract Clause Unfair

Argentina's economy ministry has
accused Spanish energy firm Repsol
YPF of including an anticompetitive
clause in liquefied gas sales con-
tracts. "This clause, which requires
bottlers to use [liquefied gas] exclu-
sively in their plants, is a way of
restricting the supply of liquefied gas
in bulk." The accusation comes amid
an energy crunch in Argentina.

Source: economy ministry.

Former US Trade Official Elected
to Board of Directors of EDS

EDS announced Thursday that it
had elected Richard Fisher, vice
chairman of Washington, DC-based
international strategic advisory firm
Kissinger McLarty Associates and
former deputy US trade representa-
tive, to its board of directors.

Source: company statement.
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Political News

Mexico's Fox Appeals for Honesty
Among Political Leaders

Mexican President Vicente Fox on
Thursday appealed for honesty and ethical
behavior among Mexico's politicians amid
a scandal involving a state governor from
Fox's National Action Party (PAN),
Reuters reported. "Democracy demands
from all, and especially from leaders, strict
vigilance regarding compliance with the
law and transparency," Fox told reporters.
"It also demands honesty in any event and
to behave with strict devotion to responsi-
ble ethics." The president's remarks came a
day after thousands of protesters marched
in the Morelos state capital of Cuernavaca
to demand the resignation of PAN
Governor Sergio Estrada, who is under
investigation for alleged ties to drug lords
and his possible involvement in the con-
tract-killings of a drug trafficker and sen-

Venezuelan President Hugo Chavez of
attempting to intimidate supporters of a
recall referendum against him, Reuters
reported. Citing Chavez's assertions that
the referendum drive is a "mega fraud,"
Robert Jackson, who heads the State
Department's Office for the Promotion of
Human Rights and Democracy, told US
lawmakers Chavez employed "harsh rheto-
ric" against referendum supporters. "Such
rhetoric is a disturbing attempt to intimi-
date and control national electoral institu-
tions and Venezuela's citizenry," Jackson
said. He also criticized Venezuela's
National Electoral Council (CNE), the
government body entrusted with oversee-
ing the referendum process, for ordering
the confirmation of more than 800,000
disputed signatures on the referendum
petition. "This decision raises questions in
the minds of some observers about trans-
parency in Venezuela's electoral process,”
Jackson stated. The CNE said earlier this
week the referendum against Chavez could

« Democracy demands from all, and especially from leaders, strict vigi-

lance regarding compliance with the law and transparency?’

ior police officer in 2002. Fox's appeal for
honesty also came amid a scandal in
Mexico City's local government involving
aides to popular Mayor Andres Manuel
Lopez Obrador. Estrada has denied the
allegations against him, which he said are
an attempt to take the spotlight off Lopez
Obrador, the leading candidate for
Mexico's presidency in 2006. Charges of
official connections with the drug trade
have rocked Morelos this month. Last
week, Estrada suspended his entire state
police force following the arrest of two
senior officers accused of cutting deals
with drug traffickers [Editor's note: see
related story in the April 13, 2004 issue of
the Latin America Advisor].

US Official Accuses Chavez of Trying
to Intimidate Referendum Backers

The US State Department's top human
rights official on Thursday accused

— Mexican President Vicente Fox

be held by August 8 if enough disputed
pro-referendum signatures are validated
during a confirmation process next
month. A minimum 2.4 million valid sig-
natures are needed to trigger the referen-
dum. The CNE has so far validated only
1.9 million of the 3.0 million signatures
the opposition says it handed in. Chavez
yesterday dismissed charges that he is
attempting to block the referendum and
asserted he would win a vote if it was held
this summer.

Company News

Telmex Reports 6 Percent Increase
in Q1 Net Profit to 5.5 Billion Pesos

Telefonos de Mexico (Telmex) on
Thursday reported a first-quarter net prof-
it of 5.5 billion pesos ($US 494 million),
up 6 percent from the same period of
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2003, Reuters reported. Mexico's largest
fixed-line telecommunications service
provider results were boosted by lower
financing costs, as a stronger peso reduced
its foreign debt servicing expenses.
Revenue, however, rose just 0.5 percent to
29.0 billion pesos, as the company main-
tained a four-year-old freeze on rates.
EBITDA (earnings before interest, taxes,
depreciation, and amortization) fell 0.9
percent to 14.7 billion pesos in the first
quarter. Telmex ended the quarter with
16.083 million lines in service, up 9.1 per-
cent from a year ago. Long dominant in
Mexico, Telmex launched bids to expand
elsewhere into Latin America during the
first three months of this year. In
February, it bought the assets of AT&T
Latin America, which has operations in
Argentina, Brazil, Chile, Colombia, and
Peru. Last month, Telmex bid $360 mil-
lion for US carrier MCI's 52 percent vot-
ing stake in Brazilian long-distance opera-
tor Embratel, and is now locked in a fierce
bidding war for Embratel with a consor-
tium of Brazil's three largest fixed-line
providers. Late yesterday, Telmex said it
had bought 80 percent of Argentine data
firm Techtel. It did not disclose the pur-
chase price, but said the acquisition "seeks
synergies among the operations and also
to provide Telmex with an appropriate
size in the strategic market."

FAA Bans Flights To and From
US by Peru's Aero Continente

The US Federal Aviation Administration
(FAA) has temporarily banned Peruvian
airliner Aero Continente from flying to
and from the United States, Peru's trans-
port ministry said Thursday, according to
Reuters. Neither the ministry nor the FAA
would give a reason for the ban. The air-
line, which operates four flights per week
between Lima and Miami, Florida said it
would hire US-registered planes to avoid
an interruption in flight service. "Aero
Continente's operations to all national
and international destinations will contin-
ue at their normal rate," Aero Continente
Director Carlos Morales stated. A compa-
ny spokesman said the airline would lose
$15,000 for every canceled US flight. He
did not say how much it would cost to hire
US-registered planes.
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Q&A Index

A review of the featured Q&A in the Latin America Advisor for the week ending April
23, 2004.

Monday: What Would a Latin America Energy-based US Foreign Policy Entail?
Tuesday: What Is Brazil's Fiscal and Economic Outlook?

Wednesday: Why is Mexico Siding with Brazil on the Nuclear Inspections Issue?
Thursday: Where do Efforts to Attract Investment for Ecuador's Oil Sector Stand?
Friday: How Should Authorities Respond to Violence in Rio's Favelas?

Subscribers may pose questions to the Board of Advisors for the Featured Q&-A by
contacting Editor Robert Simpson at rsimpson@thedialogue.org
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Featured Q&A
Continued from page 1

Guest Comment: Melvyn
Levitsky: "The idea of a wall
seems ridiculous, but the prob-
lem is very real and longstand-
ing. In many ways the favelas are
miniversions of 'blank spots' around the
world—regions within countries in
which governments cannot impose their
sovereign authority. Think of the FARC-
controlled areas of Colombia, the tri-
border area of Brazil, Paraguay, and
Argentina, and the Helmand Valley of
Afghanistan. In all these places, includ-
ing the favelas of Rio, real government is
vested in brutal chieftains whose power
is based on illegal enterprise and who
maintain their rule through violence and
fear, the offer of criminal employment,
and the inability or unwillingness of gov-
ernments to challenge or even compete
with them. Leonel Brizola, when he was
governor of Rio, made it very clear that
he would not send police forces into the
most violent favelas for both practical
and ideological reasons. Authorities
before and after him have been reluctant
to take strong action against crime and
violence for fear of stirring the cauldron
even more. Attempts to use the military
have had mixed success and have been
short-lived. State and city authorities
have essentially allowed the criminals to
run the favelas. The real answer lies not
in a wall which attempts to contain the
violence inside the favelas (and which
would not be very effective in any case),
but in the imposition of government
authority, and strong police and legal
action against the criminals—perhaps
even the use of the military (but this
time on a sustained basis)—combined
with social and economic programs
which could eventually challenge the
often forced allegiance of the favela
dwellers to their local warlords."

Guest Comment: Rachel Neild:
"The challenge of confronting
crime and violence in Rio de
Janeiro's favelas has steadily
worsened over the years, and clearly the
city and provincial authorities need a
more effective response. That said, an
effort to 'wall oft' the problem would
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more likely deepen the exclusion of these
already marginalized communities in the
country with the largest economy and
greatest income inequity in Latin
America. Criticized as 'social apartheid'
by the Brazilian human rights groups
Global Justice, this measure goes against
basic principles of nondiscrimination
and civil liberties. And not only is it
offensive—even if couched as an envi-
ronmental measure—but it will not
work. Many experiences demonstrate
that effective safety policies do require
situational prevention in urban design—
generally cleaning up public spaces, redi-
recting traffic flow, street lighting, and so
on—not walling off problem communi-
ties. But they also demonstrate that you
cannot simply design out crime; you
must also have targeted law enforcement
and, most important, social prevention
programs that address causes of crime in
the family, schools, recreation, and
employment. For a Latin America exam-
ple, the city government of Bogota,
Colombia developed an integrated mul-
tisectoral crime prevention plan, build-
ing an integrated information system,
and using community policing, social
and situational crime prevention
approaches, and achieved remarkable
reductions in victimization, including
homicide. Admittedly, for Rio to under-
take this model, they will have to con-
front the corruption and criminality in
their own police and linkages with favela
gangs. This will be hard as past experi-
ence has shown with the collapse of the
police reform led by Luis Eduardo Soares
under the previous administration. But a
failure to address these issues may have
an even higher cost for public safety and
human rights in Rio."

Marisa Ferreira is a Foreign Associate at
Schmeltzer Aptaker & Shepard.

Melvyn Levitsky is a Professor of
International Relations and Public
Administration at Syracuse University's
Maxwell School and was US Ambassador
to Brazil from 1994 to 1998.

Rachel Neild is Consultant with the
Open Society Justice Initiative.
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