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LATIN AMERICA ADVISOR

Featured Q&A With Our Board of Advisors

On July 1, new global regula-

tions went into effect requiring

countries to implement new

security standards at interna-
tional ports. What effect will the regula-
tions, under the International Ship and
Port Facility Security (ISPS) Code, have
on maritime trade with Latin America?
Are Latin America's ports in compliance
with the ISPS Code? What more needs to
be done?

Guest Comment: Bill DeWitt: "The

implementation of the ISPS Code

affects trade in Latin America

both positively and negatively.
The positive factors clearly are creating a
standard with some degree of uniformity
that will allow for security enhancements,
screening of cargo, and advance notifica-
tion of manifests prior to arrival into ports.
The major negative aspects are lack of clar-
ity in those standards, and questionable
oversight and enforcement procedures. To
the extent that these standards are subject
to interpretation, to the same extent will
there be deviations from that standard. In
order to achieve a level playing field within
the industry, regulations must be enforced
uniformly among all ports. Likewise, with-
out oversight and a real enforcement
mechanism, the probability for interna-
tional ports and their respective regional
security organizations (RSOs) to rubber
stamp the process is a real concern. Thus,
the vessels/ports/terminals that are docu-
mented in countries with less enforcement

Inside This Issue

will have an unfair economic advantage on
those vessels where compliance is 'real.'
Also, the requirement for security screen-
ing, scanning, and other security enhance-
ments will slow down production and
increase costs. On the surface, vessels and
ports are in compliance, but there is specu-
lation regarding oversight. How does the
IMO know that the RSOs are not just being
paid a flat fee per vessel/port/terminal to
approve their security plan? Without an
audit process within the IMO, there are
opportunities for corruption within the
process."

Guest Comment: Jay Grant: "It is a
bit early to be asking that ques-
tion, given that the ISPS regula-
tions went into effect a little over

Continued on page 4

PHOTO OF THE DAY

Bolivian President Carlos Mesa
declared victory after a referendum
Sunday on the country's oil and gas
industry. See related story on page 2.

Photo: Government of Bolivia.
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Venezuelan Voting System
Tested Via Mock Vote

Venezuelan election officials on
Sunday tested a new, touch-screen
voting system ahead of the August
15 recall referendum against
President Hugo Chavez. Officials
said the test, in which Venezuelans
were asked to vote for their favorite
baseball team, went smoothly at over
4,000 voting centers throughout the
country, according to officials.

Source: Reuters.

US Judge Sets Date for Hearing
on Avianca Reorganization Plan

A US bankruptcy court judge on
Friday set August 18 as the date for a
hearing on Colombian airline
Avianca's financial reorganization
plan. The plan includes an offer by
Brazilian businessman German
Efromovich to assume a 75 percent
stake in Avianca, and the conversion
of an $18 million loan by
Colombia's Coffee Growers'
Federation into the remaining 25
percent stake. Avianca is Colombia's
biggest commercial airline.

Source: Reuters.

Chile's Santander Santiago in
Deal with Almacenes Paris

Chile's Banco Santander Santiago
said Friday it agreed to sell its con-
sumer loans division to local depart-
ment store chain Almacenes Paris in
a deal that will give customers of
each business access to the other's
services. Almacenes Paris will
acquire the division, Santiago
Express, including its 33 employees,
37 working branches, and $140 mil-
lion loan portfolio, and create Banco
Paris. The new bank's customers will
be able to utilize Santander's ATM
network, while Santander clients will
have access with their credit cards to
exclusive offers at Almacenes Paris.

Source: Santander Santiago statement.
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Political News

Bolivians Appear to Support Mesa's
Proposals for Oil and Gas Industry

In a nationwide referendum, Bolivians on
Sunday voted in favor of President Carlos
Mesa's proposals to increase state partici-
pation in the country's oil and gas indus-
try, according to preliminary results from
the National Electoral Court
(http://www.cne.org.bo). With results
from just over 12 percent of voting sta-
tions counted, Mesa appeared headed
toward triumph in the referendum, which
was also seen as a vote of confidence in his
presidency. "Bolivia has told the world that
it is only interested in building, creating,
and working together so we can arrive at a
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including Brazil's Petrobras, Spain's
Repsol, France's Total, and Britain's BG
and BP, are expected to be worse off as a
result of the referendum's outcome.
Preliminary results from yesterday's vote
indicated a majority of Bolivians support-
ed Mesa's proposal to impose taxes on oil
companies of up to 50 percent. Last year,
hydrocarbon taxes accounted for $356.5
million, or 19 percent, of Bolivia's total tax
revenues, according to Reuters.

Pinochet Advisor: Bank Accounts
May Include Donations

Hidden bank accounts said to belong to
Augusto Pinochet may hold money donat-
ed to the former Chilean dictator 's legal
defense while under house arrest in
London on human rights charges, a close

€€ Bolivia has told the world that it is only interested in building, creat-

ing, and working together so we can arrive at a better future.

better future,” Mesa said in a nationally
televised speech last night, according to
The Miami Herald. However, analysts say
the referendum is just the beginning of a
long, complicated process to begin export-
ing Bolivia's natural gas reserves—
believed to be the second-largest in Latin
America after Venezuela—and that inter-
pretation of the referendum’s five ambigu-
ously worded questions could produce
prolonged conflict over the future of the
country's natural gas wealth [Editor's
note: see related Q&A in the July 16, 2004
issue of the Latin America Advisor].
Opposition groups are expected to inter-
pret support for Mesa's proposals in the
referendum to mean Bolivians want the
government to nationalize the oil industry.
Widespread opposition to former
President Gonzalo Sanchez de Lozada's
plans to export the gas played a part in
fueling violent street protests last October
that led to Sanchez de Lozada's resigna-
tion. The next step for Mesa following a
victory in yesterday's referendum would
be to take his proposals to Congress and
secure passage of a new hydrocarbons law.
Oil companies with operations in Bolivia,

»

- President Carlos Mesa

advisor said Friday, according to Reuters.
"We believe, and [Pinochet] also believes,
that the origin of these funds could be
donations obtained for his defense in
London and the expenses involved in
that," said retired General Guillermo
Garin. Garin was responding to questions
about a US Senate report released last
week which found that Washington, DC-
based Riggs Bank helped Pinochet hide up
to $8 million in assets. "It is possible that
the money was channeled through those
banks, but under no circumstances do I
believe the donations reached $8 million,"
Garin stated. The 119-page report by the
Democratic staff of the Senate Permanent
Subcommittee on Investigations said that
Pinochet was a Riggs customer for at least
eight years starting in 1994 and that the
bank "helped him set up offshore shell cor-
porations and open accounts in the names
of those corporations to disguise his con-
trol of the accounts." Senate investigators
said Pinochet had told Riggs that his
deposits were the proceeds from speaking
engagements and good investments in the
Chilean stock market, according to Miami
Herald columnist Andres Oppenheimer.
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Tomorrow, Chilean lawmakers will vote
whether to create a special commission in
the lower house to investigate whether the
bank accounts include funds stolen from
the government. Pinochet has not been
linked to major corruption scandals in the
past. He has been charged with wide-
spread human rights violations, along
with homicide, kidnapping and torture
during his regime, which lasted from 1973
until 1990. Pinochet spent 17 months
under house arrest in London between
1998 and 2000 on human rights charges.
Analysts say the current allegations may
encourage the Chilean Supreme Court to
strip Pinochet of his immunity as a sena-
tor for life in a verdict expected in the
coming weeks.

Peruvian Minister Opposed
to New Media Law Resigns

Peruvian Justice Minister Baldo Kresalja
resigned Friday because of his opposition
to a new law regulating the country's
broadcast media, President Alejandro
Toledo announced, according to Reuters.
"The justice minister has resigned because
he did not agree with the content of the
[media] law passed in Congress," Toledo
said. "It's an unfortunate loss, but I respect
his decision." Kresalja reportedly opposed
the law because he felt it did not go far
enough to limit foreign ownership, the
creation of monopolies, and manipula-
tion of the media. The law allows foreign
ownership of up to 40 percent of Peruvian
radio and television stations. Kresalja is
the eighth minister to leave Toledo's gov-
ernment since November. It was unclear
who his replacement would be. Toledo is
Latin America's most unpopular leader,
with an approval rating of just 7 percent.
Media have speculated that Toledo could
use July 28—the third anniversary of his
time in office and Peru's independence
day—to bring in a new prime minister to
replace Carlos Ferrero in an effort to boost
confidence in his government.

Bush Accuses Castro Government
of Encouraging Sex Tourism

US President George W. Bush on Friday

accused the Cuban government of
President Fidel Castro of encouraging sex

Copyright © 2004, Inter-American Dialogue
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The Dialogue Continues

A continuation of the July 13, 2004 Q&A

Mexican President Vicente

Fox recently denied his

government was in crisis

amid reports of dissension
in his cabinet over the possible can-
didacy of First Lady Marta Sahagun
de Fox in the country's 2006 presi-
dential election. How is the issue of
the First Lady's potential presiden-
tial bid affecting governability in
Mexico?

Guest Comment: Norman

Bailey: "Martha Sahagun de

Fox's possible candidacy for

the presidency in the election
of 2006, which she has now denied,
would be simply another factor of
instability in a thick soup of uncertain-
ty and instability in Mexico. The other
factors include: 1) widespread citizen
insecurity, culminating in the recent
massive demonstration in Mexico City,
denounced in populist fashion by
Mayor Andres Manuel Lopez Obrador;
2) Lopez Obrador's possible indict-
ment on charges of corruption. If this

tourism to attract visitors to the island.
"The regime in Havana, already one of the
worst violators of human rights in the
world, is adding to its crimes,” Bush told a
conference on human trafficking in
Tampa, Florida. "The dictator welcomes
sex tourism." Bush added that "sex
tourism is a vital source of hard currency
to keep [Castro's] corrupt government
afloat." The Cuban government has
denied encouraging sex tourism in the
country, which saw a surge in prostitution
in the early 1990s amid an economic col-
lapse. Bush is seeking to strengthen his
support among Cuban-American voters
in the key electoral state ahead of the
November presidential vote. Earlier this
month, the Bush administration imple-
mented controversial measures aimed at
tightening the US embargo against Cuba.

takes place and is not resolved before
the electoral period, he would not be
able to run, which would probably
result in widespread and perhaps vio-
lent demonstrations in Mexico City
and elsewhere; 3) a political system in
total gridlock and very unlikely to
become unlocked before the next pres-
ident is inaugurated, if then; 4) gener-
al public disenchantment with all three
major parties, symbolized by the
increase in support for the independ-
ent candidacy of Jorge Castaneda; 5)
an economy finally growing, but not
enough to absorb the additions to the
labor force, and thus emigration pres-
sures. Martha Sahagun's candidacy, if it
should take place, would almost consti-
tute entertainment relief in this unre-
lievedly gloomy picture."

Norman Bailey is a Senior Fellow at the
Potomac Foundation.

The measures include limiting travel by
Cuban-Americans to visit relatives on the
island to once every three years, a change
from a previous limit of once per year.
Presumed Democratic presidential candi-
date John Kerry has criticized the meas-
ures as election-year politicking. In other
Cuba news, Cuban Foreign Minister
Felipe Perez Roque and Mexican Foreign
Minister Luis Ernesto Derbez announced
Sunday that they would re-establish full
diplomatic relations on July 26, the
Associated Press reported. Mexico recalled
its ambassador from Havana and expelled
Cuba's ambassador in May, accusing the
Cuban government of meddling in
Mexico's affairs. Cuba had said it had
proof that the government of President
Vicente Fox had launched a campaign to
smear leftist politicians in Mexico.
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Featured Q&A
Continued from page 1

two weeks ago and we are still receiving
reports from our Latin American part-
ners. I think one has to remember that,
as of mid-June, only 654 of the 6,114
ports worldwide that are subject to the
new rules had received their certification
of compliance. What I can say is that
many ports around the Hemisphere are
making un esfuerzo viento en popa—
going as fast as they can—to bring them-
selves into compliance. For example,
Brazil, with 184 ports, is reporting that
they have received official confirmation
that they are in compliance with the new
ISPS rules. Chile, too, has 100 percent of
its ships certified, as well as 95 percent of
its ports. Important efforts are also being
made in Argentina, Costa Rica and
Ecuador, too, just to name a few."

Guest Comment: Melvyn

Levitsky: "The new ISPS Code

is a multilateral attempt to

defend  against  terrorist
attempts to use shipping for acts of vio-
lence, for example by smuggling in and
setting off radioactive, chemical, or bio-
logical weapons in major ports. The
Code requires governments to institute
procedures in ports to increase security,
through limiting access to the ports,
increasing inspections and other meas-
ures, and imposing obligations on ship-
ping companies to check shipments, hire
more security personnel, and make secu-
rity more integral to their operations.
Given the growing trade between Latin
America and the US, if implemented
seriously the Code will undoubtedly
impose higher costs and delays on ship-
ping. In the country I know best, Brazil,
the task is enormous; anyone who has
visited the huge port of Santos would
understand the daunting task simply of
controlling access to the port. But Brazil
is taking its obligations seriously and has
already provided funds and plans for
improvements, presumably because it
recognizes the importance of the Code's
objectives in the war on terror, as do the
other signatories in Latin America. Since
September 11, a number of measures
have been taken by governments which
affect the free flow of people, goods, and

Copyright © 2004, Inter-American Dialogue

information, but which are necessary to
deal with the terrorist threat. Both the
advantages and the burdens will be
shared relatively equally in this particu-
lar case."

Guest Comment: Philip Murray:
"There are as many answers to
that question as there are coun-
tries in the region. It is a mixed
bag of compliance at best. I would offer
that the ISPS Code, as promulgated by
the International Maritime Organization
(IMO), is not even recognized by some
countries within the region who are not
IMO members, Costa Rica as an exam-
ple. Others have only recently under-
stood the implications for their interna-
tional trading status if they remain non-
compliant. A recent delegation to the US
representing ports in Brazil demonstrat-
ed a clear willingness to acquire the nec-
essary training and to invest in the capi-
tal improvements that are required but
at the same time members of the delega-
tion admitted that they have done very
little pre-July 1. On a positive note, many
countries within the Latin American and
Caribbean region have already made sig-
nificant investment in security as they
waged the war on drugs for the last 10 or
15 years. Countries such as Colombia,
Jamaica, and Panama all come to mind
as leaders in the field of maritime securi-

ty."

Bill DeWitt is Security Director at SSA
Marine.

Jay Grant is Director of the Port Security
Council.

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

Philip Murray is President of PJ. Murray
Associates.
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