
QEcuadorean President-elect
Rafael Correa has called on
Colombia to suspend fumigation
of drug crops near the two coun-

tries' shared border, saying the spraying is
a danger to public health and the environ-
ment, and he has refused to travel to
Colombia to meet with President Alvaro
Uribe because of the spraying. How will
the two governments resolve the issue?
What is the outlook for Ecuador-Colombia
relations in general after Correa takes
office later this month?

AGuest Comment: Francisco Leal
Buitrago: "Solving the problem
will only begin when the
Colombian government sus-

pends the fumigations. I suppose that by
Correa's inauguration the fumigation of
the strip of border area will be completed,
when Uribe will go to the inauguration in
Quito to 'explain' the (unilateral, per his
authoritarian and messianic personality)
reasons for ordering the fumigation. From
there forward, the matter will depend on
the manner in which the new government
proposes relations with Colombia, accord-
ing to the events that affect it rather than to
the explanations given by President Uribe.
I think Quito will clearly warn Bogota
about the negative effect new fumigations
along the border would have on relations
between the two countries. As such, I sup-
pose that Quito will not suspend its posi-
tion that international courts condemn
Bogota's unilateral to fumigate along the

border, ignoring a previous bilateral agree-
ment not to do it."

AGuest Comment: Jorge Lara:
"The real question is whether
President-elect Correa is truly
defending Ecuador's population

and safe environment, or whether he is tak-
ing a political stance against Colombia and
therefore US policies in the region.
Everything points to the latter. The
Ecuadorean government is presently
importing large quantities of glyphosate
for internal use. Thus, it is not understand-
able why Correa criticizes the Colombian
government for using this product in
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PHOTO OF THE DAY

Venezuelan President Hugo Chavez
named Rodrigo Cabezas his new
finance minister as part of a major cab-
inet reshuffle. See story on page 2.

Photo: ABN.



Political News

Chavez Replaces Justice and 
Finance Ministers, Vice President

Venezuelan President Hugo Chavez has
made key changes to his cabinet ahead of
his inauguration to a second six-year term
next week, replacing his justice and
finance ministers, as well as his vice presi-
dent. Chavez late Wednesday named
Pedro Carreno, the head of the National
Assembly's judicial commission who
played a leading role in his re-election
campaign last month, to replace Jesse
Chacon as justice minister. Chacon's
replacement came after 22 prison inmates
died earlier in the week in what Chavez
called a "painful tragedy" during fights
between rival gangs, Reuters reported.
Chavez also referred to Venezuela's high
rate of violent crime, a key criticism by his
opponent, Manuel Rosales, in last month's

election. Chavez named Rodrigo Cabezas,
the head of the National Assembly's
finance commission, to replace Nelson
Merentes as finance minister. Cabezas on
Thursday pledged to work in support of
Venezuela's "socialist transformation."
Merentes will become Chavez's represen-
tative to the board of Venezuela's Central
Bank. The Venezuelan leader also said that
he was replacing Vice President Jose
Vicente Rangel with Jorge Rodriguez, who
served as head of the country's National
Electoral Council during the controversial
2004 recall referendum against Chavez.
The president gave no reason for replacing
Rangel, who has been a staunch backer of
Chavez's policies. "The decision to relieve
Jose Vicente of his post was not easy for
me because he is like a star pitcher and I
regard him with the same respect and
affection as a son would a father," Chavez
was quoted as saying by Reuters. Chavez
confirmed that Rafael Ramirez would
continue as energy minister.

Company News

Colombian AG Orders Arrest of
Top Two Execs at Bancolombia

Colombia's attorney general on Thursday
ordered the arrest of the president and
vice president of Bancolombia, the
Andean nation's biggest bank, to face
fraud and other charges, according to wire
reports. Attorney General Mario Iguaran
said he ordered that Bancolombia
President Jorge Londono and Vice
President Federico Ochoa be placed under
house arrest in connection to the late
1990s merger that created the bank. "We
have ordered their house arrest, the
embargo of their property and that they
be relieved of their duties," Iguaran was
quoted as saying. Londono and Ochoa are
accused of fraud, misuse of public funds,
and inflating the share price of Banco
Industrial Colombiano, which in 1997

bought a 51 percent stake in Banco de
Colombia from the Gilinksi family, creat-
ing Bancolombia. In May, Bancolombia,
its former board of directors, Londono,
and Financial Vice President Jaime
Velasquez Botero were ordered by an arbi-
tration court to pay $16.8 million in com-
pensation to Jaime Gilinski and Isaac
Gilinski over the transaction, according to
Bloomberg News. The court said the
Gilinski family received less than they
should have in the deal. The Gilinskis had
sought a total of $675 million. The court
also ruled that Bancolombia and its board
had not engaged in any fraudulent acts. In
a statement issued in response to Iguaran's
arrest order, Bancolombia said the action
would have no effect on its operations.
"This measure is directed against
[Londono and Ochoa] as individuals and
is not a measure against [Bancolombia],"
it said in a statement. "Therefore this deci-
sion does not affect the bank's assets or its
solvency." The bank is expected to imme-
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El Salvador to Send Eighth
Contingent of Troops to Iraq

Salvadoran President Antonio Saca
announced Thursday his country
would send its eighth contingent of
troops to Iraq, replacing soldiers
scheduled to return next month, the
Associated Press reported. El
Salvador, one of the US' staunchest
allies in Latin America, is the only
country in the region that still has
soldiers in Iraq. The Central
American nation's Congress has
approved keeping troops in Iraq
until the end of this year. Since
2003, five Salvadoran soldiers have
been killed and 24 others have been
wounded, according to the AP.

IMF Expects to Have Talks with
Incoming Ecuadorean Government

The International Monetary Fund
expects to meet with the incoming
government of Ecuadorean
President Rafael Correa to discuss
an economic program for the coun-
try, but does not know what, if any,
role it might play in a planned debt
restructuring, IMF spokesman
Masood Ahmed told reporters
Thursday. Correa, who takes office
on January 15, has spooked markets
with talk of restructuring the coun-
try's foreign debt in order to reduce
debt payments.

Man Sets Himself on Fire in 
Chile to Protest Housing Debt

A man set himself on fire outside
Chile's presidential palace in
Santiago on Thursday to protest
housing debt, Reuters reported. The
man, who was not identified, sur-
vived with burns on 11 percent of
his body and was arrested. Indebted
homeowners have staged several
protests in Chile against what they
call extortionate mortgage debt pay-
ments.

The replacement of Justice Minister Jesse Chacon came after 22 

prison inmates died earlier in the week in what Chavez called 

a "painful tragedy" during fights between rival gangs



diately replace Londono and Ochoa, as
Colombian financial sector regulations
prohibit executives accused of crimes
from continuing their duties, according to
local daily El Tiempo. Shares of
Bancolombia, the only Colombian com-
pany to trade on the New York Stock
Exchange, fell on the news. The bank's
American Depositary Receipts fell 6.16
percent Thursday to close at $29.99.

Ford to Invest $1.02 Billion 
in Brazil Through 2011

US automaker Ford Motor Co. said
Thursday it will invest $1.02 billion in
Brazil through 2011, Bloomberg News
reported. Ford said the investments will be
in addition to $300 million it plans to
spend in the South American nation to
adapt existing facilities in Sao Bernardo
do Campo to make new vehicles and
expand production at a plant in the city of
Taubate. Ford also said it plans to buy
Troller Veiculos Especiais, a Brazilian
maker of off-road vehicles based in north-
eastern Ceara state. According to Reuters,
Troller produces about 100 vehicles per
month of two off-road models—the T4
and a pickup called the Pantanal. Ford did
not say how much it was paying to acquire
Troller. Ford is increasing investments in
Brazil as lower interest rates fuel greater
demand for vehicles. New vehicle registra-
tions in the country rose 12.4 percent in
2006 from the year before, according to
local auto industry association Anfavea.

Registration of Ford-made vehicles in
Brazil totaled 141,475 last year, up 5.6 per-
cent from the year before. Ford's South
American automotive operation posted a

pretax profit of $437 million in the first
nine months of 2006, up from $268 mil-
lion for the same period a year earlier,
according to Bloomberg News.
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Research Alert

Report: Venezuelan "Petropolitics" Having Only Limited Success

Venezuela's attempts to use its oil wealth to influence its Latin American neighbors
are meeting with only limited success, according to a report published last month by
the Inter-American Dialogue.

Genaro Arriagada, the report's author and an Advisor board member, called efforts by
the government of Venezuelan President Hugo Chavez to wield the country's oil
wealth "unprecedented" and wrote that "it is difficult to find a similar case of a Latin
American country employing its commodity wealth so openly in the international
arena."

However, attempts by the Chavez government to engage in "petropolitics" were limit-
ed—except in Central America and the Caribbean—by the wealth of energy resources
in the region that makes using oil or natural gas as foreign policy weapons difficult.

Even in energy resource-poor Central America and the Caribbean, "Venezuela has not
gained a clear political advantage," despite generous oil deals with countries of the
two regions, wrote Arriagada, director of Chile's Diario Siete and former Chilean gov-
ernment official and diplomat.

He noted that in 2005 Caribbean countries benefiting from the Petrocaribe agreement
with Venezuela voted for Colombian Luis Alberto Moreno to succeed Enrique Iglesias
as president of the Inter-American Development Bank, despite Chavez's opposition to
Moreno.

The Chavez government is also failing to strengthen its oil sector, instead diverting
revenues from sky-high oil prices to social programs and further weakening its abili-
ty to use its oil wealth to exercise influence in the region, according to Arriagada.

"Chavez's oil diplomacy takes place within a very specific, adverse context marked by
stagnant production, public and private underinvestment, poor management and
politicization at PDVSA, and the refining challenges of super-heavy crude oil,"
Arriagada wrote.

"Under these conditions, successful petropolitics will be possible only if prices remain
high. A significant price drop could not be offset by increases in production, at least
not in the medium term. Nor could growth in other sectors of the economy be a sub-
stitute, since the Chavez regime has not used oil revenues to promote sustained
growth elsewhere in the economy," he wrote.

Editor's note: a copy of the full report, "Petropolitics in Latin America," can be down-
loaded at http://www.thedialogue.org/publications/2006/winter/arriagada.pdf.133,960
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Colombian territory at the Ecuadorean
border, when the same product is cur-
rently used in Ecuador. The existence of
large coca crops in the 10-kilometer
margin of the Colombian border is
unquestionable, and manual eradication
is simply impossible; thus Correa may
not reasonably expect that the
Ecuadorean government's proposition
could be taken seriously. Perhaps the
strongest consideration for the foregoing
assertion is that Correa decided to cancel
his visit to Colombia after a two-day
meeting in Caracas with Hugo Chavez."

AGuest Comment: Michael
Shifter: "Ecuador-Colombia
relations are strained, have
been so for some time, and are

unlikely to get much better, at least in the
short term, after Rafael Correa takes
office. Correa's tough stand on the fumi-
gation issue reflects broad public senti-
ment in Ecuador. His posture is sincere,
but will also enable  him to score politi-
cal points and bolster his standing at the
outset of his administration. For the
Uribe government, backed by the US,
spraying the coca is a matter of national
security, since it fuels FARC operations,
and manual eradication is deemed too
dangerous. The differences between the
two sides may not be resolved, but can
certainly be managed more effectively.
The Colombians might consider con-
sulting the Ecuadoreans in advance
about their approach  toward fumigation
and be more sensitive to the political dif-
ficulties that any Ecuadorean leader
would have to deal with regarding such
an unpopular policy. For the
Ecuadoreans, it has been tough to accept
that they will need to work with the
Colombians in strengthening security on
the northern border. Opting out is not a
realistic option, however much it may
appeal to public opinion. As has hap-
pened in the past, circumstances will
eventually force the countries to find
ways to cooperate. That Uribe plans to
attend Correa's inauguration is an
encouraging sign. The environmental
impact of spraying is no doubt a serious
issue and should be addressed through

the scientific study now being carried
out by the United Nations. But the real
question is a lack of confidence, and
deep suspicions, between the two gov-
ernments."

AGuest Comment: Adam
Isacson: "The fumigation spat
will not be resolved easily.
President-elect Correa has

voiced his objections in the highest-pro-
file way, while the Colombian govern-
ment—which is under heavy US pres-
sure to keep spraying—has simply
forged ahead with the border fumiga-
tions. The best hope for getting past the
current crisis is for it simply to blow
over. The current round of border zone
sprayings is to end within a few days, and
a meeting between the two presidents—
perhaps during Correa's inauguration in
Quito on the 15th—could do much to
help both governments put this behind
them. Of course, this will not stop the
issue from flaring up again next time
Washington presses Bogota to spray in
the border zone. But fumigations are just
one of several issues likely to rock rela-
tions between the Uribe and Correa
administrations. Correa has been a vocal
critic of Plan Colombia, has angered the
Uribe government by refusing to call
Colombian guerrillas 'terrorists,' and has
criticized Colombia for failing to control
violence on its side of the border. We can
thus expect periodic crises over the next
few years. Let's hope that both presidents
can keep them from spinning out of con-
trol."

Jorge Lara is a Partner at Baker &
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Francisco Leal Buitrago is a Professor of
Political Science at Universidad de los
Andes in Bogota.
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