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LATIN AMERICA ADVISOR

Featured Q&A With Our Board of Advisors

Ecuadorean President Lucio

Gutierrez's trip to the United

States this week comes amid

criticism of a purge last month of
the Andean nation's high courts by a con-
gressional majority allied with the presi-
dent. Should the US and other Latin
American countries condemn the shake-
up of judicial institutions by Gutierrez and
his political allies? Do you expect
Ecuador's planned return to international
debt markets to be endangered by political
concerns?

Guest Comment: Cesar Montufar:

"The  constitutional  crisis

Ecuador is going through can

become a fatal precedent for
other Latin American countries. If the
international community does not react
and if there is no effect on the way govern-
ments, multilateral organizations, and
investors relate with the Ecuadorean gov-
ernment after this constitutional break-
down, the message being sent, not only to
Gutierrez but to other governments in the
region, is that they can feel free to over-
come the rule of law, the independence and
separation of powers, and basic democrat-
ic institutions. Likewise, authoritarian
rulers will understand that international
instruments, such as the Inter-American
Democratic Charter, are inefficient in con-
fronting the concurrence of democratic
and constitutional crises, and that they can
act with impunity. The US and the interna-
tional community need to show their real

Inside This Issue

commitment to democracy and the rule of
law in Latin America."

Guest Comment: Jose Cerritelli:
"Regarding the legitimacy of
recent political events, my first
reading is that a majority of
Ecuadoreans seem to accept what the pres-
ident has done, and without my having
gone into the constitutional details of the
law in Ecuador there is a sense by the peo-
ple who are looking at this closely that the
president actually may not have violated
the letter of the law. This is an issue in
which the success or failure of the govern-
ment's political strategy will be the judge to

Continued on page 4
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Condoleezza Rice yesterday called
the Chavez government a "negative
force" in Latin America. See related
story on page 2.

Photo: White House.
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Peruvian Ministers Avoid Censure

Peru's Congress on Tuesday failed to
pass a motion of censure against
cabinet chief Carlos Ferrero and
Defense Minister Roberto Chiabra
over the government's handling of a
paramilitary group rebellion earlier
this month that left six people dead.
In the wake of the rebellion,
President Alejandro Toledo's
approval rating sank last week to 8.4
percent, down from 11.2 percent in
November, according to a local uni-
versity poll.

Source: El Comercio.

Chiquita Banana Farms Meet
Labor, Human Rights Standards

Chiquita Brands International said
Tuesday that independent auditors
certified its banana farms in
Guatemala and Honduras to the
Social Accountability 8000 labor and
human rights standard. All of
Chiquita's banana farms in Latin
America, which cover 37,000 acres
and employ 14,000 people, are now
certified to the standard, the compa-
ny said. Chiquita's banana division
in Costa Rica earned SA8000 certifi-
cation in 2002, and its farms in
Panama and Colombia were certified
in 2003.

Source: company statement.

Aon Launches Latin America
Headquarters in Brazil

Chicago-based Aon Corporation on
Tuesday announced the formation of
Aon Affinity Latin America, a
regionally-focused insurance organi-
zation that will be headquartered in
Sao Paulo, Brazil. Aon says it has a
customer base of more than 3 mil-
lion in Brazil, and the new company
will focus on expanding insurance
clients across South and Central
America.

Source: company statement.

Copyright © 2005, Inter-American Dialogue

Political News

Rice Calls Chavez Government
a "Negative Force" in Region

Condoleezza Rice, President George W.
Bush's nominee to succeed Colin Powell as
secretary of state, on Tuesday called the
government of Venezuelan President
Hugo Chavez a "negative force" in Latin
America and proposed joining with other
countries to condemn threats to democra-
cy in Venezuela, Reuters reported. "We are
very concerned about a democratically
elected leader who governs in an illiberal
way, and some of the steps [Chavez has]
taken against the media, against the oppo-
sition, I think are really very deeply trou-
bling," Rice was quoted as telling members
of the Senate Foreign Relations
Committee during her confirmation hear-
ing. "We have to view the government of
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groups. The Brazilian government has
offered to mediate the dispute, while
Mexican Foreign Minister Luis Ernesto
Derbez said yesterday that the Andean
Community, with backing from the
Organization of American States, could
help ease the tensions, according to The
Miami Herald.

Nicaragua Begins National Dialogue

Nicaragua begins today what the govern-
ment is calling a "National Dialogue" of
reconciliation. Last week a constitutional
crisis in the Central American nation was
averted when President Enrique Bolanos
and the National Assembly "temporarily”
resolved their dispute over power sharing
with the signing of an "Accord for
National Dialogue." President Bolanos,
Sandinista Party leader Daniel Ortega,
Catholic Church Cardinal Miguel Obando
y Bravo, and a representative of the United

€€ .. Some of the steps [Chavez has] taken against the media, against the

opposition, I think are really very deeply troubling. »

Venezuela as a negative force in the
region.” She proposed joining with other
countries to put pressure on Venezuela to
change its behavior. "We can work with
others to expose that and to say to
President Chavez this kind of behavior is
really not acceptable in this Hemisphere
that is trying to make its way toward a sta-
ble democratic future." Rice's remarks
came amid escalating tensions between
Venezuela and neighboring Colombia—a
staunch US ally—over the abduction last
month in Venezuela of a Colombian rebel
leader by bounty hunters paid by the
Colombian government. Chavez has
accused Colombia of violating Venezuelan
sovereignty and demanded a public apolo-
gy. The Colombian government in turn
has accused Venezuela of giving shelter to
Colombian rebels and insists it has the
right to go after "terrorists” who are grant-
ed refuge outside the country. The US has
sided with Colombia in the dispute and
echoed calls for Venezuela to define its
position with respect to Colombian rebel

- Condoleezza Rice

Nations announced the agreement during
a nationally televised press conference in
Managua. The Catholic Church and the
UN are involved as mediators. The crisis
came to a head when the legislative leader-
ship joined forces to gut the presidency of
what some viewed as critical powers.
International agencies such as the
Organization of American States, UN and
civil society leaders spoke out in support
of separation of powers, and Nicaragua's
leaders late last week came to consensus
that a public "dialogue" among party lead-
ers was a temporary way to avert civil
unrest.

Economic News

Gutierrez Contradicts Oil Minister,
Says Ecuador Will Not Rejoin OPEC

Ecuadorean President Lucio Gutierrez said

Tuesday that Ecuador has no plans to join
the Organization of Petroleum Exporting
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Countries (OPEC), Bloomberg News
reported. "We have maintained that deci-
sion, and I believe we will continue to
maintain that policy," Gutierrez was quot-
ed as saying after a speech to investors in
New York. The president's remarks con-
tradicted statements made earlier in the
day by Ecuadorean Oil Minister Eduardo
Lopez, who during a visit to India said the
Andean nation was considering rejoining
OPEC. "We're weighing the benefits and
disadvantages of getting into an alliance,"
Lopez told reporters in New Delhi.
Ecuador had been in OPEC, which sup-
plies about 40 percent of the world's oil
output, from 1973 to 1992, and left on
grounds its membership didn't help boost
revenue through higher oil prices.
Ecuador's motivations for revisiting
OPEC membership could be a mix of eco-
nomic and political considerations. R.
Kirk Sherr, a principal at The Scowcroft
Group in Washington, says that because
its output is so small relative to other
OPEC countries, Ecuador is already
enjoying most pricing advantages that
OPEC brings to oil producers, without
even being a member. But through OPEC
membership Ecuador could gain access to
sophisticated market analysis, benefit
from technical cooperation, and possibly
even enter into joint-venture activities
with state-run companies of OPEC mem-
ber states. Sherr also speculated that
OPEC could provide Ecuador's foreign
policy corps with world-class training
from an oil-exporting point of view—
direct exposure that university programs
can't replicate when teaching foreign serv-
ice officers, Sherr said. Venezuela is the
only Latin American country currently in
OPECG; its foreign minister, Ali Rodriguez,
is the former president of the oil cartel.
The other 10 members are Algeria,
Indonesia, Iran, Iraq, Kuwait, Libya,
Nigeria, Qatar, Saudi Arabia, and the
United Arab Emirates.

Company News

Cemex Posts $334 Million
Fourth-Quarter Net Profit

Cementos Mexicanos (Cemex) reported a
$334 million fourth-quarter net profit, up
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from $91 million for the same three
months of 2003, Reuters reported
Tuesday. Cemex, the world's third-largest
cement maker, attributed the higher-than-
expected earnings results to a recovery in
cement prices, higher sales volumes, and
lower costs. The company's sales for the
October-December 2004 period rose 12
percent to $2 billion, while EBITDA
(earnings before interest, taxes, deprecia-
tion, and amortization) increased 14 per-
cent to $582 million. Cemex also reported
a foreign exchange gain of $38 million

during the quarter, compared to a $29
million loss a year earlier. In September,
Cemex announced its plan to purchase
Britain's RMC, the largest global supplier
of ready-mixed concrete, for $5.8 billion
in cash and debt. Cemex said the acquisi-
tion would make it the world's largest
concrete company, with revenues of more
than $15 billion. Some analysts have
expressed concern that Cemex is taking on
too much debt with the purchase [Editor's
note: see related Q&A in the October 7,
2004 issue of the Latin America Advisor].
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Featured Q&A
Continued from page 1

a large extent of the validity of the
means. This is not exactly the end justi-
fying the means, but this is a case in
which there seems to have been a great
number of legal, constitutional, and
political grey spaces which the president

«.A majority of Ecuadoreans

seem to accept what the president
has done ...”?

- Jose Cerritelli

and his advisors have occupied to create
a political solution to a political crisis
that existed before he took these meas-
ures. We have to remember that had he
not done these changes, by now he might
have already been impeached, so it's not
like it came out of the blue. The meas-
ures are valid if the lawyers are able to
successfully argue that the constitution
has not been violated—something where
the jury is still out—and if Gutierrez has
political and popular approval. Clearly, it
was the right strategy from a short-term
point of view: it stopped the impeach-
ment. It does seem to me that so far
Gutierrez is winning. The only question
remaining is how much longer is it going
to work—it has to hold for at least six
months to a year. If it doesn't hold we'll
have to say Gutierrez miscalculated the
strength of the opposition and it may be
doing more damage than good. I don't
think this will affect the markets. The
value of what they offer investors is
going to be of primary importance, and
with the price of oil and the continuing
endorsement of the IMF and the World
Bank the market is probably going to
ignore the political noise."

Guest Comment: Andres Mejia
Acosta: "The news of the
unconstitutional removal of
Supreme Court justices in
Ecuador last month did not shake the
headlines of the international media, nor
did it cause a joint condemnation from
the region’s political leaders. Despite

Copyright © 2005, Inter-American Dialogue

diplomatic requests from the United
Nations and the Organization of
American States, the Gutierrez govern-
ment has refused to provide a compre-
hensive explanation of recent political
events, claiming that international
organizations should not interfere in
domestic matters. Ironically, the presi-
dent had asked for multilateral interven-
tion when the opposition prepared
impeachment proceedings against him
in November 2004. The Ecuadorean cri-
sis has highlighted the weakness of inter-
national instruments like the Inter-
American Democratic Charter to effec-
tively prevent violations to the constitu-
tional order. International inaction has
implicitly endorsed political bickering in
Ecuador, but it also sets a precedent of
impunity for political leaders who alter
the rules of the democratic process. The
current visit of Gutierrez opens a second
opportunity for Washington and the
broader international community to
hold him accountable and demand an
effective explanation for the congres-
sional removal of the Supreme Court
justices. At home, Gutierrez has effec-
tively closed all domestic channels for
political dissent, since his government-
led majority controls the Constitutional
Court, the Congress, and the Electoral
Tribunal. Given the limited impact of
diplomatic  instruments,  perhaps
investors may have a more effective
leverage to hold president Gutierrez
accountable for his actions. No legal or
economic guarantees for foreign invest-
ment can be upheld in a country where
the rule of law is the hostage of political
and electoral interests."

Cesar Montufar is Director of the Andean
Center for International Studies in
Ecuador.

Jose Cerritelli is Andean Analyst at Bear
Stearns.

Andres Mejia Acosta is Killam Research
Fellow in the Department of Political
Science at the University of British
Columbia.
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