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QAlthough Colombian President
Alvaro Uribe and Venezuelan
President Hugo Chavez are yet to
meet to discuss the issue, their

governments have reportedly agreed to a
resolution of the dispute over the capture
on Venezuelan soil of a Colombian rebel
leader by Venezuelan soldiers hired by the
Colombian government. Do you consider
the case closed? Who came out on top? Do
you think this dispute will resurface?

AGuest Comment: Michael Shifter:
"Thanks to diplomatic interven-
tion by the Cuban and Peruvian
governments, the serious crisis

that threatened to erupt between Colombia
and Venezuela has been resolved—at least
for the time being. Fortunately, in view of
the potentially grave consequences of such
a conflict—the stakes for both countries,
and the region, are huge—cooler heads
prevailed, and both Chavez and Uribe
managed to save face (Chavez, by schedul-
ing the meeting in Caracas, and Uribe for
refusing to apologize for overreaching in
paying bounty hunters to go after the
FARC leader, Rodrigo Granda). But funda-
mental problems, and mutual mistrust and
suspicion persist. The Colombian govern-
ment doubts that, even if it presents credi-
ble evidence and pursues established chan-
nels, the Chavez government would be
willing to cooperate in capturing
Colombian rebels in Venezuelan territory.
And Chavez and his supporters are con-
vinced that the Colombians, instigated by

the Bush administration, will stop at noth-
ing to humiliate Chavez publicly and polit-
ically, and will not hesitate to violate
Venezuela's sovereignty as they see fit.
Unless serious steps are taken to overcome
such attitudes and build confidence on
both sides—and press for greater security
cooperation in dealing with thorny bilater-
al, border issues—these sorts of disputes
are bound to resurface, adding further
instability to an already unsettled and tur-
bulent region."

ABoard Comment: Myles Frechette:
"This case is closed, but there will
be other disputes. President
Chavez's 'Bolivarian' view is that
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The governments of Venezuelan
President Hugo Chavez and Colombian
President Alvaro Uribe, shown here in
a previous meeting, have reportedly
resolved their dispute.



Political News

Bush's 2006 Budget Proposes 
$735 Million for Andean Drug War

President George W. Bush's 2006 budget,
released Monday, includes a request for
$734.5 million in counternarcotics aid to
Andean countries, up from this year's aid
package, estimated at $725 million. "The
US government is committed to rolling
back the drug trade and severing the ties
between narco-traffickers, terrorists, and
other international criminal organiza-
tions," the budget proposal said. The
Andean Counterdrug Initiative funds
eradication, interdiction and alternative
development efforts in coca-producing
countries, part of an effort to reduce the
flow of illegal drugs into the US. In 2004,
US-backed aerial eradication efforts

destroyed almost 120,000 hectares of
Colombian coca, and 12,845 families
received alternative development assis-
tance. The State Department reported
128,500 hectares of coca sprayed in
Colombia in 2004, and its 2006 target is
55,000. The Bush administration's 2006
budget proposes $550 million "to support
Colombia’s unified campaign against
drugs and terrorism." Analysts, however,
are concerned about a possible "balloon
effect," whereby elimination of coca pro-
duction in one country leads to its plant-
ing and proliferation in other countries,
particularly Bolivia, where new produc-
tion in the Yungas province last year could
threaten advances in the region [Editor's
note: see related Q&A in the January 11,
2005 issue of the Latin America Advisor].
In 2003, eradication in Peru, Bolivia, and
Colombia totaled 171,200 hectares—
113,850 of which occurred in Colombia.
The number of hectares of coca under cul-
tivation, which the government considers
the best indicator for measuring the efforts
to reduce the flow of cocaine to the US,

declined 21 percent in the Andes in 2003
and has fallen 33 percent since 2002.
Opium poppy cultivation in Colombia,
which along with Mexico provides 90 per-
cent of the illegal heroin consumed in the
US, also declined by 10 percent due to aer-
ial spraying. The US anti-poppy campaign
in Afghanistan—another key target area of
the US' global counterdrug program—
includes a requested $437 million for con-
tinued operations in 2006.

Fox Boosts Security Following Arrest
of Aide Tied to Drug Trafficking

Mexican President Vicente Fox said
Monday he has increased security within
the government in the wake of the arrest
last week of a senior aide accused of selling
details of Fox's official travel to drug traf-
fickers, local daily El Universal reported. "I
have intensified vigilance not just within

the prison, within police institutions, but
also within administrative institutions
because this has reached even the presi-
dency," Fox was quoted as saying. Fox's
comments came in response to questions
about the arrest last Thursday of Nahum
Acosta, director of the president's travel
office. Acosta was arrested after federal
agents caught him on videotape meeting
with an "important operative" in the infa-
mous Juarez drug cartel and detected sus-
picious bank transfers in Acosta's name.
Agents started surveillance of Acosta six
months ago after he started requesting
sensitive information about Fox's travel,
including trip schedules, entrance and exit
routes, the types of vehicles used, and the
number of people accompanying the pres-
ident. Despite the security breach, Fox reit-
erated his pledge to continue a recent
intensified campaign against drug traffick-
ers along the US-Mexico border. "We are
not going to accept that drug trafficking
continue. On the contrary, we are going to
give the mother of all battles," he said.
However, some lawmakers questioned the
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Lavagna: Argentine Bond Swap
Acceptance Rate at 35 Percent

Halfway through the Argentine gov-
ernment's six-week bond swap offer,
the acceptance rate stands at 35 per-
cent, Economy Minister Roberto
Lavagna said Monday. The govern-
ment launched its offer to swap
some $81.8 billion in defaulted
bonds for $41.8 billion in new
bonds—the biggest proposed sover-
eign "haircut" in modern history—
on January 21. Analysts say the gov-
ernment needs an acceptance rate of
at least 70 percent for the exchange
to be successful.

Source: Reuters.

TV Azteca Wins US Trial Delay

A US judge has granted a request by
Mexico's second-largest broadcaster
TV Azteca, to delay by four months
a trial on charges the company and
top executives orchestrated a debt
scam. Last month, the US Securities
and Exchange Commission accused
the company, chairman Ricardo
Salinas, and other executives of par-
ticipating in a scheme to conceal
Salinas' role in transactions that
allowed him to pocket $109 million.
Mexican authorities are conducting
their own investigation.

Source: Reuters.

Telefonica Selects Barclays 
to Manage Debt Plan

Spain's Telefonica has chosen
Barclays Plc to manage the compa-
ny's plan to raise up to 15 billion
euros ($US 19 billion) through a
series of bond sales in order to refi-
nance the company's debt. Telefonica
is trying to enhance its debt profile
following a rating outlook down-
grade by Standard & Poor's on
January 27 due to Telefonica's $5.85
billion purchase of BellSouth's Latin
American assets.

Source: Bloomberg News.
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Analysts are concerned about a possible "balloon effect," whereby 

elimination of coca production in one country leads to its planting 

and proliferation in other countries.



integrity of the president's protection and
requested a thorough review of agencies
entrusted with his security. Officials said
there was no evidence that drug traffickers
were plotting an assassination attempt
against Fox.

Government Not Negotiating with
Pinochet on Payment of Back Taxes

The Chilean government is not negotiat-
ing the payment of back taxes by Augusto
Pinochet in exchange for the unfreezing of
some $6.5 million in assets belonging to
the ex-dictator, a government spokesman
said Monday, according to Reuters.
Patricio Santamaria was quoted as telling
reporters yesterday that "there is not any
kind of negotiation" between the govern-
ment and Pinochet's defense team.
Lawyers for the former strongman, who is
being investigated for tax evasion follow-
ing revelations earlier this year he had
deposited millions in secret offshore bank
accounts, reportedly met with tax officials
over the weekend and offered to pay $5
million in back taxes in order to unfreeze
his assets. However, acting Finance
Minister Mario Marcel said yesterday that
the Internal Tax Services would continue
its investigation even if Pinochet pays his
back  taxes. "Internal Taxes is not interest-
ed in or able to drop the criminal com-
plaint," Marcel was quoted as saying.
Authorities launched various probes of
Pinochet's assets last year after a US con-
gressional investigation found he had fun-
neled millions of dollars to secret accounts
at Washington, DC-based Riggs Bank.
Riggs pleaded guilty last month to failing
to report suspicious transactions in the
accounts of foreigners, including
Pinochet, and agreed to pay a $16 million
fine. Pinochet is also under house arrest
on charges of kidnapping and murder
during his 1973-90 regime.

Economic News

Chile's 2004 Economic Growth
Strongest in Seven Years

Chile's economy grew 5.9 percent in 2004,
its fastest rate since 1997, a trend the gov-
ernment said it expects to continue,

Bloomberg News reported Monday. Last
year's strong economic growth is due to a
huge boost in copper exports to China
and a 26 percent increase in the price of
the mineral over 12 months. According to
the Central Bank, the Chilean economy
grew 7.7 percent year-on-year in
December, surpassing analysts' expecta-
tions. Copper prices this year are expected
to exceed last year's average of about $1.30
per pound, sending profits of Chilean
mining companies to record levels.
Demand for copper worldwide outpaced
production in 2004 for the second consec-
utive year. Exports in January rose 37 per-
cent to $297 million, from $217 billion a
year earlier. Chile's overall exports to
China, the biggest user of copper,
increased 70 percent to $3.2 billion in
2004. Employment rose 3.3 percent in the

fourth quarter of last year. Alberto Bernal,
an analyst at IDEAglobal, in a research
note yesterday called Chile's 2004 eco-
nomic performance "just shy of spectacu-
lar," noting that investment grew 10 per-
cent last year, double its 2003 rate. "The
pace of growth of consumer demand
should accelerate further in 2005, thanks
to lower unemployment, low inflation,
and still low interest rates," Bernal said.
The Central Bank said last month it pre-
dicted 6.25 percent growth in 2005.
Yesterday's economic news sent Chile's
IPSA blue-chip index of 40 leading shares
up 0.76 percent to 1,829.28 points, the
index's highest close ever in local currency
terms, according to Reuters. The all-mar-
ket IGPA index climbed 0.44 percent to
8,919.71 points, according to preliminary
closing figures cited by Reuters.
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oligarchs rule Colombia and deny mean-
ingful political or economic participation
to the masses. Also, the two countries
have historic differences, and popular
opinion in both countries has prejudices
against the other. Colombia has never
had enough troops on its border to pre-
vent Colombian illegal groups from
crossing the Venezuelan border and, after
this incident, it is clear the Chavez gov-

ernment has granted them sanctuary.
President Uribe and Fidel Castro came
out well. Castro showed that he still has
influence with the left in Latin America.
In the mid 1990s, Cesar Gaviria, then
OAS Secretary General, asked Castro to
persuade a weird Colombian leftist
group, which had kidnapped his brother,
to release him. Castro delivered. Uribe,
who needed a quick resolution of this
dispute for economic reasons, turned to
Castro for help because neither Peru, as
head of the Andean Community, nor the
United States had influence with Chavez.
President Lula, whom Chavez views as a
fraternal fellow leftist, interceded but was
unwilling to handicap Brazil's leadership
of the new South American Community
by leaning on Chavez. Uribe showed
decisiveness and leadership, publicly
asserting his right to pursue Colombian
terrorists and by involving Castro.
Chavez's volcanic temper and use of eco-
nomic muscle against Colombia con-
firmed his preference for using force
against opposition. Public complaints by
a Colombian guerrilla group that the
Chavez government allowed one of its
leaders to be captured in Venezuela left
no doubt that Venezuela offers safe haven
to Colombian illegal groups. Finally, by
having its ambassador in Colombia sup-

port Uribe publicly, the US permitted
Chavez to portray Uribe as its proxy."

AGuest Comment: Gabriel
Marcella: "Don't expect the
mediated solution of the dis-
puted arrest of Rodrigo

Granda to close the case. Moreover, it
does little to improve Colombia's securi-
ty situation with respect to Venezuela.
According to the Uribe government,
there are logistic support camps for the
FARC in Venezuela and FARC members
move back and forth with ease. For years
Chavez has taken a permissive approach
to both the border with Colombia and
the FARC. It is certainly awkward for
Chavez to face international scrutiny
about his double game: maintaining
normal state relations and commerce,
while providing ideological sympathy, if
not logistical support for the FARC. But,
Chavez should survive the latest pratfall
with ease because he controls the levers
of power in Venezuela. Beyond this, there
is the compelling issue of the responsi-
bilities of states to deal with terrorism.
President Uribe called into play the
norms of international law which
require states to assist in dealing with
terrorists, rather than harboring them.
Thus the handover of Granda at Cucuta
struck a blow against terrorism, even
though Chavez defines FARC terrorists
as liberators and thereby provides them a
form of protection. This issue will con-
tinue to surface because of the unpro-
tected borders of Colombia and much of
Latin America."

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

Myles Frechette is a member of the
Advisor board and a former US
Ambassador to Colombia.

Gabriel Marcella is Director of Third
World Studies at the U.S. Army War
College.
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“ ... The two countries have 

historic differences, and popular

opinion in both countries has

prejudices against the other. ”
- Myles Frechette


