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LATIN AMERICA ADVISOR

Featured Q&A With Our Board of Advisors

Colombian paramilitary leader

Carlos Castano is missing, and

feared dead, following an April

16 attack on his ranch by sus-
pected paramilitary rivals engaged in a
power struggle with Castano for control
of Colombia's largest paramilitary
organization, the United Self-Defense
Forces of Colombia (AUC). What does
Castano's disappearance bode for
Colombia's peace process?

Board Comment: Myles Frechette:

"Carlos Castano's disappearance

means the Colombian peace

process will be delayed, and is
probably no longer viable in its present
form. There are two reasons for this: the
first is that paramilitary groups operate
more like franchises than a single hierar-
chical organization. There never was a
maximum leader who could speak and
make commitments for all paramilitary
groups, some of which refuse to relinquish
the power and money of their way of life.
Second, paramilitary group members
involved in drug trafficking will not partic-
ipate in the peace process unless the
Colombian government guarantees they
will not be extradited to the US. The US has
requested Castano's extradition for drug
trafficking. Several times he suggested he
could negotiate with the US for a light sen-
tence in exchange for information on oth-
ers engaged in drug smuggling, and had
even identified paramilitary groups so
engaged. Small wonder he disappeared.

Inside This Issue

Even though the guerrillas have not yet
agreed to negotiate, they will not accept the
peace process as it is now structured for the
same reasons the paramilitary groups will
not. The guerrillas and paramilitary groups
have always been bitter enemies but drug
trafficking has now given them a common
cause."

Guest Comment: Michael Shifter:
"Although there is still no proof
about Carlos Castano's fate, and
only conflicting versions from
other paramilitary leaders, the April 16

Continued on page 4

PHOTO OF THE DAY

Mexican ~ Government  Secretary
Santiago Creel, left, and Foreign
Minister Luis Ernesto Derbez on Sunday
announced Mexico's withdrawal of its
ambassador to Cuba amid a recent
sharp deterioration in bilateral rela-
tions. See related story on page 2.

Source: INDEC.
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Colombia Grew an Estimated
4.2 Percent in First Quarter

The Colombian economy grew an
estimated 4.2 percent during the first
quarter compared to the same peri-
od of 2003, the government
announced Friday. The government
forecasts growth of 4 percent for
2004.

Carlos Slim Hands Over
Control of Telmex to Son

Mexican billionaire Carlos Slim Helu
has turned over day-to-day control
of telecommunications giant
Telefonos de Mexico (Telmex) to his
37 year-old son, Carlos Slim Domit.
Telmex, which dominates Mexico's
fixed-line market, recently launched
an aggressive expansion into South
America. It recently agreed to buy
Brazilian long-distance operator
Embratel for $400 million.

Argentina Lowers Financial
Transactions Tax to 1.0 Percent

Argentina has lowered its financial
transactions tax from 1.2 percent to
1.0 percent. The tax on checks,
imposed during Argentina's eco-
nomic crisis, will result in a 1.0 bil-
lion peso ($US 350 million) decline
in annual fiscal revenues, according
to Economy Minister Roberto
Lavagna.

Ecuador Names Oilman
Head of Petroecuador

An experienced oilman, Luis
Camacho, was named head of
Ecuador's state-owned oil firm
Petroecuador on Saturday. Camacho
will face the challenge of boosting
production, which has fallen to its
lowest levels in over a decade.
Petroecuador produces about
197,000 barrels per day, or about 40
percent of the country's total output.

Source: Reuters.
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Torrijos Elected President of Panama

Panamanians on Sunday elected Martin
Torrijos president, electoral authorities
said, according to the Associated Press.
Electoral Tribunal Justice Eduardo Valdez
called Torrijos to inform him that he
appeared to have won the election, with
preliminary results showing him garner-
ing 47 percent of the vote, versus 29 per-
cent for ex-President Guillermo Endara
and 19 percent for Jose Miguel Aleman of
outgoing President Mireya Moscoso's rul-
ing Arnulfista Party. "Today is a new chap-
ter in the country's history," Torrijos said.
"We will start with firm actions to fulfill
our campaign pledges." Torrijos, the son of
ex-dictator Omar Torrijos, is Panama's
first elected president since the US han-
dover of the Panama Canal to Panama in
1999. The government is in need of
financing to widen the Canal so that it can
handle bigger ships. Voter turnout in
Panama was nearly 80 percent, with cor-
ruption, poverty, and unemployment the
major issues [Editor's note: see related
Q&A in the April 30, 2004 issue of the
Latin America Advisor]. Campaign officials
said Torrijos would focus on tax and
spending reforms, negotiating a free trade
agreement with the United States, and
improving the Canal.

Mexico Withdraws Ambassador
to Cuba as Relations Worsen

The Mexican government on Sunday
announced the withdrawal within 48
hours of its ambassador to Cuba amid a
sharp deterioration in bilateral relations
marked by scornful May Day remarks on
Saturday by Cuban President Fidel Castro
against his country's one-time staunch
ally. In a press conference on Sunday to
announce the action, Mexican Foreign
Minister Luis Ernesto Derbez accused
Cuba of interfering in Mexico's internal
affairs. "We want to make it clear that
Mexico does not and will not tolerate,
under any premise or circumstances, any
foreign government trying to affect our
domestic or foreign policy decisions,"
Derbez said. Castro on Saturday sharply

criticized Mexico for voting in favor of a
United Nations resolution last week con-
demning Cuba's human rights record. The
Cuban leader said Mexico's international
prestige had "turned into ashes” as a result
of the vote, which was also supported by
Peru and Chile. Peru withdrew its ambas-
sador from Havana after Castro criticized
Peruvian foreign policy. Derbez said yes-
terday that Mexico's decision to recall his
country's ambassador also came after two
Cuban diplomats were found to be
engaged in irregular activities while in
Mexico in April, although no details were
provided. Tensions between the two coun-
tries had also increased after Mexican
businessman Carlos Ahumada fled to
Cuba in February to escape corruption
charges. Before deporting Ahumada to
Mexico last week, Cuban officials claimed
he had been involved in a government plot
to discredit Mexico City Mayor Andres
Manuel Lopez Obrador, a leading candi-
date in Mexico's 2006 presidential elec-
tions and a member of the leftist
Democratic Revolution Party. Mexico's
foreign ministry said that it had not bro-
ken diplomatic relations with Cuba, but
would maintain them at the level of charge
d'affaires. Relations between Cuba and
Mexico have deteriorated ever since
Vicente Fox became Mexico's president in
2000 and took a more critical stance
toward Cuba.

UN Security Council Authorizes New
Peacekeeping Mission for Haiti

The United Nations Security Council on
Friday okayed a new peacekeeping mission
in Haiti to take over stabilization efforts
from a US-led multinational force on June
1, Reuters reported. The unanimously
adopted resolution authorizes the deploy-
ment of as many as 6,700 UN troops and
up to 1,622 civilian police to the impover-
ished nation, which is still shaky from
armed upheaval in February that led to the
resignation of President Jean-Bertrand
Aristide. Although UN Secretary General
Kofi Annan had recommended a two-year
mandate to show the UN's long-term
commitment, the Security Council only
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approved a six-month mission "with the
intention to renew for further periods," an
effort to rein in a soaring peacekeeping
budget. White House Spokesman Scott
McClellan said "a number of countries"
have agreed to provide troops, and
Chilean Ambassador to the UN Heraldo
Munoz predicted Latin American nations
would pitch in. "I trust that we will have
the troops," he told reporters. "I hope that
with this [resolution], we will be there for
the long haul and not lose patience, as we
have in the past." Brazil wants to lead the
force's military component, said a
Brazilian foreign ministry spokesman.
The new UN mission in Haiti intends to
return democracy in a secure and stable
setting, and hold free and fair municipal,
parliamentary, and presidential elections
"at the earliest possible date." The UN
Office for the Coordination of
Humanitarian Affairs said Thursday that
the 3,700-strong US-led force had
improved security, but was hamstrung by
its small size.

Company News

Venezuela's CANTYV to Pursue
Rate Increase in Court

Venezuela's dominant telecommunica-
tions operator CANTV will intensify its
legal campaign against the government to
secure residential rate increases, company
President Gustavo Roosen said Friday,
according to Reuters. Roosen said regula-
tor Conatel has failed to approve "long
overdue" rate increases. "Technically
speaking, there is no objection to our tar-
iff increase,” Roosen stated. "It has been
basically a political situation with the cen-
tral government. We continue our judicial
action ... we are initiating proceedings
against the 2004 tariffs." Current tariffs
are 17 percent lower than last year's rates
in real terms and were last increased in
May 2002. CANTY, controlled by the US'
Verizon Communications, has warned
that inflation and currency devaluation
could negatively impact 2004 earnings,
with earnings forecast to be between a 100
billion bolivar ($US 52.1 million) loss and
a 50 billion bolivar profit. Last week, it
reported a $22 million first-quarter profit.
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Special Advisor Report

Domestic Political Worries a Factor in Honduran,
Dominican Decisions to Withdraw Troops from Iraq

By Chris Heaney

WASHINGTON - Separate decisions two weeks ago by the Dominican Republic and
Honduras to pull their troops out of Iraq could reflect political realities and possibly
affect their relationship with the United States, individuals who follow developments
in the two countries recently told the Advisor.

Honduras and the Dominican Republic announced their troop withdrawals just days
after Spain said it was pulling its troops out of the Middle Eastern country. The three
nations, whose soldiers operated in the same 'Plus Ultra' brigade along with El
Salvador and Nicaragua, are bringing their troops home amid an increase in attacks
on coalition forces.

But in the case of the Dominican Republic, election year politics may also been a fac-
tor in President Hipolito Mejia's decision to withdraw his nation's 300 troops by May
5, according to former Dominican Ambassador to the United States Bernardo Vega.
Mejia is up for re-election on May 16.

"Although not an issue in the campaign, the risk of casualties would have meant fewer
votes in an election where Mejia is trailing badly," Vega told the Advisor.

Vega thinks that the decision will strain ties between the US and the Dominican
Republic.

"Mejia had adopted a policy of agreeing with the US on all international matters ...
and had received from Washington strong support on free trade and substantial help
with the Dominican banking crisis," Vega said. "His decision will affect the bilateral
relationship."

In the case of Honduras, the planned departure of the Central American country's
369 troops at the end of its one-year tour "should not have been a surprise," despite
Honduras' staunch support of the US at the United Nations and other international
bodies, according to Tony Smith, a partner at Schmeltzer, Aptaker & Shepard and
member of the Advisor board.

"There are times, however, when a country has to be mindful of its internal stability
and politics," said Smith, whose firm advises the Honduran government on trade,
immigration, and other issues. He noted that the Honduran Congress, where
President Ricardo Maduro's party lacks a majority, passed a resolution earlier this
month disapproving of the continued stationing of troops in Iraq.

The withdrawal of Dominican and Honduran troops should not jeopardize the con-
troversial Central American Free Trade Agreement currently under discussion
between the US and the region, but may affect bilateral negotiations, said analysts.

"Undoubtedly some congressmen who favor the free trade agreement with Central
America (only Salvadoran troops will remain) and the Dominican Republic will now
be less enthusiastic," Vega stated.

Smith, however, called linking the agreement to the troop withdrawal "misguided"”
due to strong business and trade ties between the US and Honduras. Honduras is the
third-largest exporters of apparel to the US, he said, adding that more than 70 per-

Continued on page 4
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attack has thrown the peace process in
considerable turmoil, and in fact it could
be quite close to breaking down. It is a
pretty safe bet that further demobiliza-
tions will not happen any time soon. The
power struggle reflects the decomposi-
tion and 'mafiaization’ of the paramili-
tary forces, making prospects for negoti-
ations in the short term remote. The
Uribe administration will need to
rethink and reassess its approach to deal-
ing with the paramilitary groups in light
of this latest development. Still, although
the government will have to adapt its
strategy and take into account the defeat
of the more 'political' and 'moderate’
faction of the paramilitary forces repre-
sented by Castano, negotiations are
eventually likely to move forward, albeit
at a slower pace and characterized by dif-
ferent issues than initially thought. The
paramilitaries are on the defensive both
politically and militarily; their options
are limited. Using the threat of extradi-
tion to the US as leverage, the Uribe gov-
ernment seems determined to sustain
the pressure and seek some sort of settle-
ment with these outlawed groups."

Guest Comment: Fernando
Cepeda Ulloa: "Castano's 'dis-
appearance' confirms his grow-
ing loss of influence within the
AUC and his estrangement from the
other commanders. One could say,
although it sounds paradoxical and even
monstrous, that a voice of moderation
which condemned involvement in the
drug trade has also disappeared. A hard-

Copyright © 2004, Inter-American Dialogue

line group remains that is in favor of
negotiation but accepts neither prison
nor extradition, and which justifies its
participation in the illegal drug business
as an alternative preferable to extortion
and kidnapping. During a long interview
last Thursday, paramilitary leader
Salvatore Mancuso insisted on negotia-
tions, accepted concentration and demo-
bilization with verification by the OAS,
and asked for security guarantees in ter-
ritories where they exercise influence
and in the concentration areas. It is evi-
dent, contrary to what many thought,
that this process was not, nor is, easy. The
contribution of the OAS is valuable
because it has helped clarify the process.
A period of high uncertainty is coming.
Mancuso recognized that this govern-
ment has attacked them more than any
other. What is needed is great persist-
ence, and the ability to keep the negotia-
tions alive and to continue debating the
Justice and Reparations bill, which
despite proposed reforms is the subject
of criticism. "

Myles Frechette is member of the
Advisor board and was US Ambassador
to Colombia from 1994 to 1997.

Michael Shifter is Vice President for
Policy at the Inter-American Dialogue.

Fernando Cepeda Ulloa is a Professor of
Political Science at Universidad de los
Andes in Colombia.
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