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LATIN AMERICA ADVISOR

Featured Q&A With Our Board of Advisors

OAS Secretary General Miguel

Angel Rodriguez resigned

Friday to defend himself

against accusations of corrup-
tion in his native Costa Rica. How will
Rodriguez's resignation impact the 0AS'
credibility? Will it impede the ability of
his successor to carry out the 0AS' work
in the region? What qualities will 0AS
member states look for in a new secre-
tary general?

Board Comment: Genaro

Arriagada: "The fall of Miguel

Angel Rodriguez is not a sign of

the OAS' weakness but a sign of
health. Even in countries with the highest
standards of probity, 'zero corruption' does
not exist, since it can appear at any
moment, and in every man-made organi-
zation and political system. What matters is
whether the entity in question—the state,
international body, political party, or
NGO—reacts appropriately, forcefully and
in a timely fashion when one of its mem-
bers is accused of corruption. And this has
been the case. The departure of Rodriguez,
due in part to his own decision and in part
because he did not receive support to con-
tinue in office, is a very powerful sign that
Latin America is reacting strongly to cor-
ruption. I don't want to pre-judge, but if
Rodriguez proves his innocence in Costa
Rica, the OAS owes him redress. But it is
also clear that the OAS could not have con-
tinued one week more under the leadership
of a person accused of being involved in

Inside This Issue

corrupt acts. What happened, in my judge-
ment, is cause for optimism."

Board Comment: Beatrice Rangel
"Contrary to common wisdom, I
do not think this sad episode
weakens the OAS. To the con-
trary, it strengthens the organization, as it
evidences the triumph of the very meticu-
lous, silent, and decade-long work to devel-
op a legal framework against corruption
while also planting the seeds for the dis-
semination and growth of NGOs that for
the first time focus on corruption and not
only on human rights, as they did in the

Continued on page 4
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Department
Richard Boucher said Tuesday Aristide
loyalists in Haiti are seeking to destabi-
lize the country. See related story on
page 2.

Photo: State Department.
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Colombian Rebel Leader Arrested

Colombian authorities announced
Monday that they had arrested Jose
Celestino Chamorro, alleged regional
leader of the rebel National
Liberation Army (ELN), one of sev-
eral groups blamed for Colombia's
3,000 kidnappings a year, according
to the government. In September,
2003 Chamorro reportedly ordered
the abduction at gunpoint of eight
foreign tourists, who later escaped or
were released. President Alvaro
Uribe's government said it halved
the number of kidnappings in the
first six months of this year com-
pared with the same period in 2003.

Source: BBC News, El Tiempo.

Chilean Central Bank Holds
Interest Rate at 2 Percent

Chile's Central Bank on Tuesday
held its benchmark interest rate
unchanged at 2 percent. In a state-
ment, the Bank said inflation was
under control despite high oil prices,
which it called "an important source
of risk." The Bank said it would con-
tinue gradually tightening monetary
policy to meet its inflation goal of 3
percent for this year. In September,
the Bank tightened monetary policy
for the first time in four years.

Source: Central Bank.

Mexico's IMSA May Delist Shares
from New York Stock Exchange

Mexican steel producer Grupo IMSA
said Tuesday it was considering
delisting its shares from the New
York Stock Exchange in order to
boost its shareholder base in Mexico.
Currently, some 60-65 percent of
IMSA's stock is traded in Mexico,
while the rest is traded in New York.
A company official said the costs of
being listed in New York had
increased recently.

Source: Reuters.
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Political News

US Accuses Aristide Backers of
Trying to Destabilize Haiti

The United States on Tuesday blamed sup-
porters of exiled former President Jean-
Bertrand Aristide for violence that has
claimed dozens of lives in Haiti over the
past two weeks. US State Department
spokesman Richard Boucher said the
attacks were part of a "systematic cam-
paign" by Aristide's supporters "to destabi-
lize the interim government and disrupt
the efforts of the international community
to assist the Haitian people." Aristide was
forced to flee Haiti on February 28 amid
an island-wide uprising against his rule,
and was replaced by a US-backed interim
government until elections can be held
next year. In June, a US-led multinational

President Alvaro Uribe, local daily El
Tiempo reported. Authorities reported no
incidents during the protests, organized by
Colombia's unions, by political and social
groups, and student organizations,
although public transportation came to a
halt in much of the capital. Apecides Alvis,
the president of the Colombian
Confederation of Workers, said the
demonstrations were aimed at calling
attention to the government's economic
policies, including pension and tax
reform, and the pursuit of a free trade
agreement with the United States, policies
which Alvis said put too great a burden on
the poorest sectors of Colombian society.
Protesters also shouted their opposition to
a campaign to allow Uribe to seek re-elec-
tion. Colombian lawmakers are expected
to approve a constitutional amendment
allowing Uribe to be elected to a second
four-year term, according to Reuters.

At least 46 people have died in the past two weeks from clashes

between Haitian police and Aristide loyalists.

force turned over peacekeeping duties to a
Brazilian-led United Nations contingent,
but despite the presence of foreign peace-
keepers violence has continued in some
parts of the country. At least 46 people
have died in the past two weeks from
clashes between Haitian police and
Aristide loyalists, according to The Miami
Herald. Armed rebels who helped oust
Aristide have threatened to attack Aristide
loyalists, who are demanding Aristide's
return and say they will boycott elections,
if UN peacekeepers fail to stop their
attacks, the Herald reported. The State
Department said it was "reprehensible” for
pro-Aristide groups to conduct their cam-
paign of violence on the heels of massive
flooding and mudslides last month which
Haitian officials estimate killed over 3,000
people.

Colombian Demonstrators Protest
Uribe's Policies, Re-election Bid

Close to 100,000 demonstrators marched
in Bogota Tuesday amid a nationwide
protest against the economic policies of

Company News

Phelps Dodge Announces Expansion
of Peruvian Copper Mine

Phelps Dodge Corp. said late Monday it
approved an $850 million expansion of its
Cerro Verde mine near Arequipa, Peru,
which it expects will triple copper produc-
tion at the mine, Reuters reported. Phelps
Dodge, the world's second-largest copper
producer, said after the expansion copper
production will reach 300,000 metric tons,
up from the current 100,000 tons per year,
while a new concentrator will permit the
processing of approximately 1 billion
short tons of sulfide ore. The expansion
will increase Peru's overall copper produc-
tion by about 20 percent a year, said
National Mining, Petroleum and Energy
Society President Jose Miguel Morales,
according to Dow Jones. The expansion
will be financed with Cerro Verde cash and
debt, along with successful shareholder
transactions, the mining giant said.
Compania de Minas Buenaventura owns
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about 9.2 percent of Cerro Verde and
agreed to increase its ownership of the
mine by up to a maximum of 20 percent,
Phelps Dodge said in a statement. Japan's
Sumitomo Metal Mining Co. and
Sumitomo Corp. agreed to jointly buy a
21 to 25 percent stake, worth $265-334
million, in Cerro Verde. Phelps Dodge,
which currently owns 82.5 percent of the
outstanding shares of Cerro Verde, said it
will retain a majority interest in the oper-
ation after all the deals are complete. The
company expects the expanded copper
production rate should be achieved in the
first half of 2007. The Peruvian mining
sector has benefited significantly from a
sharp increase in copper prices, which
recently reached their highest level in 15
years. Peru is currently the world's fifth-
largest copper producer. While the
Peruvian government recently established
royalties on mining company sales, Cerro
Verde has a tax stabilization agreement
that should protect the mine's expansion
until 2013.

Mexico's Infonavit to Issue
Mortgage-Backed Securities

Mexican home lender Infonavit expects
to issue a mortgage-backed security worth
more than 750 million pesos ($US 67 mil-
lion) within the next few weeks, an
Infonavit official said Tuesday, according
to Reuters. "Infonavit will definitely be
trying to continuously resort to financial
markets," Jose Gomez, the lender's plan-
ning coordinator, was quoted as saying.
Infonavit, a joint venture between the gov-
ernment, business, and labor has filed
plans to sell up to 4 billion pesos in mort-
gage debt, all of which the lender expects
to place by the end of next year, Gomez
said. Infonavit debuted in the debt market
in March when it sold a 750-million-peso
mortgage-backed security. Mexico's hous-
ing market has been experiencing a boom
amid low interest rates and a commitment
by President Vicente Fox to the financing
and construction of 750,000 homes per
year by 2006. Infonavit, which takes con-
tributions from employers to provide
mortgages to workers, has supplied about
300,000 mortgages in the last year, and
expects to provide about 350,000 next
year.
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Bancolombia's September Profit
Rises 47 Percent from August

Colombian bank Bancolombia on
Tuesday reported 60.4 billion pesos ($US
23.6 million) in net income for the month
of September, up nearly 47 percent from
August. Colombia's largest bank said net
total loans stood at 6.944 trillion pesos last
month, an increase of just 2.08 percent

from August, but up 23.7 percent from
September 2003. Total deposits rose 6.34
percent month-on-month and 19.7 per-
cent year-on-year to 7.608 trillion pesos.
For the first nine months of the year,
Bancolombia's net income was 319.4 bil-
lion pesos, an increase of almost 41 per-
cent from the same period of 2003.
Bancolombia is controlled by conglomer-
ate Grupo Empresarial Antioqueno.
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past. Thus, the outcome of the affair
shows that the region is making progress
in fighting back a 500-year-plus scourge
that is eroding democracy, jeopardizing
competitiveness, and scaring away for-
eign direct investment. As far as an
embarrassment is concerned: it goes to
the governments of the member coun-
tries which are equivalent to what a
board of directors is to a corporation.
The OAS board did not engage in a seri-
ous due diligence to select its CEO; thus
is their embarrassment, not that of an
organization which against all odds has
produced very valuable work for the
strengthening of democracy."

Guest Comment: Ambler Moss:

"OAS Secretary General Miguel

Angel Rodriguez made a states-

manlike move by resigning in
order to face charges in Costa Rica.
Although he proclaims his innocence, to
have remained in office during the judi-
cial proceedings would have damaged
the organization considerably, even if the
case against him does not stand. The
previous secretary general, Cesar
Gaviria, left the OAS with a solid record
of accomplishments in support of dem-
ocratic governance and free elections,
human rights, free trade, the environ-
ment, and combating terrorism and the
illegal drug trade. Rodriguez's tenure has
been so brief that the momentum from
these gains has not been lost.
Nevertheless, it will be important that a
successor be appointed who has great
credibility in the region, independence
of mind, and a high energy level. The
countries of the Western Hemisphere are
going through a period of severe chal-
lenges on many fronts. The OAS will
need a leader who displays the same
qualities of courage, vision, and outspo-
kenness that Kofi Annan brings to the
United Nations."

Guest Comment: Steve Johnson:
"In the long run, the OAS won't
suffer from Secretary General
Rodriguez's resignation, but
it's better that it happened at the begin-
ning of his term, rather than in the mid-
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dle of planned reform efforts. Costa Rica
was right not to sweep corruption
charges under the carpet. And whether
or not the former president is exonerat-
ed or convicted along with other Costa
Rican officials, the Central American
country will be held in higher esteem for
having conducted the investigation. And
to boot, fighting corruption could
become an important priority in the
OAS. But electing a new secretary gener-
al might not be so easy. There are those
who want to choose from former com-
petitors for the post, such as El
Salvador's  youthful  ex-president
Francisco Flores, while some members
would like to start over with a clean slate.
Other candidates might include Peru's
former interim president, Valentin
Paniagua, or Chile's former foreign min-
ister, Soledad Alvear, who resigned last
month to run for president. One thing is
fairly certain—Venezuela's government
can be expected to play the spoiler in
new elections. It would campaign against
anyone who has taken a hard line against
Cuba's Fidel Castro, whom Venezuelan
president Hugo Chavez admires, and
might threaten to withdraw oil conces-
sions from countries that don't back
Chavez's choice."

Genaro Arriagada is a member of the
Advisor board and a Board Member of
Banco del Estado de Chile.

Beatrice Rangel is a member of the
Advisor board and President of AMLA
Consulting.

Ambler Moss is a Professor of
International Studies at the University of
Miami and former US Ambassador to
Panama.

Steve Johnson is Latin America Policy
Analyst at The Heritage Foundation.
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