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LATIN AMERICA ADVISOR

Featured Q&A With Our Board of Advisors

More than 40 candidates or sen-

ior political party officials have

been murdered in Guatemala

ahead of the country's presiden-
tial elections this Sunday. What's behind
the bloodiest election season in the coun-
try's history? How is the political violence
tied to the drug-related violence and crime
that seems to be overrunning the country?
Is democratic governance in jeopardy in
Guatemala?

Guest Comment: Eduardo Stein:

"First of all, there indeed have

been people killed or who have

suffered physical harassment or
attacks that are not necessarily linked
directly to the political process, but which
is part of the everyday violence that
Guatemala undergoes. Even some of the
assassinations which at first we were led to
believe were directly connected with the
electoral process are not. There has been no
evidence whatsoever that shows that those
assassinations have been committed in
order to prevent someone from competing
or in order to hamper the political process
itself. Others are indeed part of that; they
are more than anything at a local level. And
they're in many instances connected direct-
ly with organized crime structures that
want to prevent someone from competing.
Fortunately—although you cannot use
that term with human lives—but fortu-
nately, those crimes that can be connected
with the electoral process are very, very few.
Most of what has happened has indeed

Inside This Issue

happened because it's part of the daily vio-
lence in Guatemala. I would say that dem-
ocratic governance is in jeopardy more
because of drug money going into local
elections. I would even go so far as saying
that criminal organizations linked to drug
trafficking do not want the spotlight on
their territory or on their municipalities.
They want to keep away from violent con-
frontations in order to keep the security
forces away. So that is the gravest danger in
the long run because of the kind of con-
trols that derive from their money financ-
ing local campaigns."

Continued on page 4

PHOTO OF THE DAY

Former Paraguayan army General Lino
Oviedo was released Thursday after
serving just over half of his 10-year
prison sentence, paving the way for his
controversial presidential bid. See
story on page 2.

Paraguayan government file photo.
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Venezuela's Interbank Lending
Rate Soars on Central Bank Move

Venezuela's Central Bank said
Thursday it would halt some of its
lending to financial institutions, a
move that pushed the interbank
overnight lending rate to as high as
120 percent, Bloomberg News
reported. The interbank rate settled
at 30 percent when markets closed
Thursday, up from an average daily
rate of 8.7 percent since August 1,
traders said. The Central Bank's
announcement followed remarks by
President Hugo Chavez three days
earlier that policymakers needed to
stop acting as an "oxygen tank" for
cash-strapped banks.

US Seeks to Lift Suspension on
Extradition of Panama's Noriega

The US government on Thursday
asked a federal judge to overturn an
order suspending the extradition of
former Panamanian dictator Manuel
Noriega to France to face money
laundering charges, Reuters report-
ed. Lawyers for the 73 year-old
Noriega, who is scheduled to be
released on Sunday after serving 17
and a half years in a US federal
prison, are seeking to block the
extradition, claiming that Noriega
would be treated as a common
criminal in France without the pro-
tections of the Geneva Conventions.

Tax Collection in Peru Rose
22.1 Percent in August

Peru collected 22.1 percent more
taxes in August than a year ago, fed-
eral tax agency Sunat said Thursday,
according to Reuters. Tax receipts
reached 3.566 billion soles ($US
1.127 billion) as the economy regis-
ters solid growth. With minerals
exports and a booming construction
sector, the economy is expected to
expand 7.2 percent this year after
last year's 7.56 percent expansion.
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Political News

Paraguay Frees Ex-General and
Former Coup Plotter Lino Oviedo

Former Paraguayan army General Lino
Oviedo was released Thursday after serv-
ing just over half of his 10-year prison sen-
tence for a 1996 attempted coup, paving
the way for his controversial presidential
bid, Reuters reported. Although the coun-
try's Constitution bars people sentenced
to prison from running
for president, Oviedo's
aides say he is planning
a campaign under his
National Union of
Ethical Citizens party.
Oviedo was convicted
on charges he attempt-
ed to overthrow the

Oviedo
Paraguayan govt. file  government of former

photo. President Juan Carlos

Wasmosy. He served five years and six
months before a military court released
him on parole Thursday. He also faces

coalition and weakening Lugo's candidacy.
Oviedo's UNACE party formerly belonged
to the Concertacion. [Editor's note: see
related Q&A in the July 20, 2007 issue of
the Advisor.]

Company News

Argentine Government Orders
Shutdown of Shell Refinery

Argentina's government has ordered
Royal Dutch Shell to close a refinery in
Buenos Aires for alleged environmental
violations, prompting concerns about a
possible fuel shortage in the South
American country. The government
ordered Shell to shut down its Dock Sud
refinery, which produces about 15 percent
of Argentina's fuel, because of leaks and
for removing 18.4 million liters (4.85 mil-
lion gallons) of water an hour from a river
without a permit, the country's environ-
ment secretariat said, according to
Bloomberg News. It said the refinery may
not reopen until Shell "ceases to endanger

Analysts said in July that the government might free Oviedo

in a move aimed at fracturing the opposition Concertacion coalition

and weakening the presidential candidacy of Fernando Lugo.

charges that he masterminded the 1999
assassination of Vice President Luis
Argana. "He's finally free ... and now he's
going to start traveling the country,”
Enrique Gonzalez Quintana, head of
Oviedo's party, was quoted as saying.
Gonzalez was part of a crowd of dozens of
people who rushed to meet Oviedo at the
prison gates when he was released. Oviedo
stands in second place in the run-up to the
country's elections in April 2008 with 28
percent support, according to a poll pub-
lished by local daily Ultima Hora.
Frontrunner Fernando Lugo, a former
Roman Catholic bishop who resigned
from the priesthood to run for president,
garnered 37 percent support. Analysts told
the Advisor in July that the government
might free Oviedo in a move aimed at
fracturing the opposition Concertacion

the environment and the physical integri-
ty of the inhabitants" of the surrounding
area. Juan Aranguren, the head of Shell's
operations in Argentina, denied Thursday
that the company was polluting the River
Plate, said any leaks were only a very small
amount, and insisted the company did not
need a permit to take water from the river,
most of which he said was filtered and
returned back to its source, local daily La
Nacion reported. Aranguren said Shell's
service stations around the country only
had enough gasoline to last three or four
days as a result of the refinery's closure,
but expressed optimism the situation
would not reach that point, La Nacion
reported. "Let's not be alarmist. I prefer to
believe it's going to be solved beforehand,"
Aranguren was quoted as saying. Local
hydrocarbon  business  association
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CECHA, however, said in a press release
that it had "profound concern" about pos-
sible shortages at service stations. The clo-
sure of the refinery comes less than two
weeks after Shell accused the Argentine
government of "discrimination" in a full-
page ad published in leading newspapers.
In the ad, Shell said that it was the only
company to be fined in June by the gov-
ernment of President Nestor Kirchner for
alleged violations of a rarely invoked 1974
law against fuel hoarding and price-fixing
amid a country-wide shortage of diesel
fuel. The government has also threatened
to arrest Aranguren and other company
executives over the alleged violations. In
the case of the refinery closing, Aranguren
said Thursday he doubted environmental
risks were the real reason behind the gov-
ernment's action, but declined to say what
was. Shell previously clashed with the
Kirchner government in March 2005,
when Kirchner called for a nationwide
boycott of the company after it raised
gasoline prices by as much as 4.2 percent.
[Editor's note: look for Q&A on this topic
in an upcoming issue of the Advisor.]

Economic News

Lawmakers: US Cross-Border
Trucking Program Could Start Today

Long-haul Mexican trucks will be allowed
to operate freely on US roads as early as
today under a one-year pilot program, a
US lawmaker said Thursday, according to
Reuters. US Rep. Peter DeFazio (D-OR),
chairman of the House subcommittee on
road safety, said the Bush administration
told him the pilot program would start as
early as today. Mexican trucks are current-
ly restricted to areas just inside the US
border crossings where goods are loaded
on American trucks, despite a 13 year-old
commitment by the US to open its roads
to Mexican trucks under the 1994 North
American Free Trade Agreement. In
February, the Bush administration
announced the pilot program, under
which US trucks would get to make deliv-
eries into Mexico for the first time ever,
while a select group of Mexican trucking
companies will be allowed to make deliv-
eries beyond the 20-25 mile commercial
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zones currently in place along the US'
southwest border. US Secretary of
Transportation Mary Peters said the pro-
gram would simplify cross-border trans-
portation and lower costs by no longer
requiring Mexican and US truckers to
transfer their cargo. Labor, and environ-
mental groups say Mexican trucks should
not be allowed to deliver their cargo in the
US, arguing that Mexican trucks and driv-
ers do not meet US safety and environ-
mental standards. But last Friday, oppo-
nents of the program lost their bid for an
emergency court order to stop the pro-
gram's implementation. us
Transportation Department officials are
awaiting a report on Mexican truck safety
and certification from the Department's
inspector general to be sent to Congress

before moving ahead with lifting the
restrictions, according to Reuters. The
inspector general is not expected to halt
the program. Peters said in February the
the Department of Transportation had
put in place a "rigorous" inspection pro-
gram to ensure the safe operation of
Mexican trucks in the US, with US inspec-
tors conducting in-person safety audits to
make sure that participating Mexican
companies comply with US safety regula-
tions. The regulations require all Mexican
truck drivers to hold a valid commercial
driver's license, carry proof they are med-
ically fit, comply with all US hours-of-
service rules, and be able to understand
questions and directions in English.
[Editor's note: see related Q&A in the
March 5, 2007 issue of the Advisor.]
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Featured 0&A
Continued from page 1

Guest Comment: Donald
Planty: "Violence in Guatemala
has spiraled nearly out of con-
trol since the presidency of
Alfonso Portillo (2000-2004), when the
national civilian police force (PNC) was
corrupted and elements of the Portillo
administration made common cause
with criminal enterprises. Unfortunately,
the Berger government, while honest,
has been unable to bring the lawlessness
and violence under control. The official
security institutions are not working—

¢ Guatemala's single most
important challenge is to restore
law and order to the country. »

— Donald Planty

the police are untrustworthy, prosecu-
tors are ineffective, and the judiciary is
dysfunctional. Against this backdrop of
near impunity, it is little wonder that
political violence has reached new
heights during this election season.
Violent groups with political agendas
have no fear of apprehension and prose-
cution and are often tied to criminal
mafias. Guatemala's single most impor-
tant challenge is to restore law and order
to the country. As to whether or not
democratic governance is in jeopardy,
Guatemala's public institutions are still
strong enough to withstand the assault
by criminal groups. However, these
shadowy organizations are becoming
more powerful by the day, and
Guatemala's next president must take
strong and effective action to re-establish
a secure social and political environment
throughout the country. To achieve
results, the police must be re-trained and
reformed, the prosecutorial function
must be modernized and restructured,
and the judiciary must be changed from
top to bottom. Only if such policies are
implemented will Guatemala be able to
avoid the fate of a failed state."
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Guest Comment: Victor Galvez

Borrell: "The violence and its

relationship to politics is a

complicated issue. It is difficult
to separate common violence from polit-
ical violence. The violence has increased
in recent years, and there is enormous
weakness in the state to prevent and
investigate it, and judge and sentence
those responsible. It is hard to know if
the 43 politicians who have died, the
nine who have been injured, and the 18
that have been threatened (between
March 2006 and August 2007) was
because of their status as politicians or
because of the general violence. Political
violence is undertaken to achieve politi-
cal ends: impeding access to power,
influencing voter opinion, and changing
the vote. It is intentionally aimed at can-
didates, leaders, militants, and sympa-
thizers. The state's weakness prevents us
from knowing in this case ... and leaves
the situation open to speculation. As to
the advance of narcotraffickers and their
interest in taking over the central gov-
ernment and cities, there is also no exact
information ... The democratic period
that began in 1986 has not produced the
political, institutional, or financial
strengthening of the state. The percep-
tion exists among many social actors that
the political party system and the politi-
cal regime are on the verge of collapse if
significant changes are not introduced to
improve administrative efficiency,
reform the state's organization, solve the
crisis of legislative representation, and
restore the legitimacy lost by such a weak
state, which is an easy prisoner of inter-
est groups. The 2007 elections appear to
be one of the last shows of hope by citi-
zens."

Eduardo Stein is Vice President of
Guatemala.

Donald Planty is President of Planty ¢
Associates LLC and a former US
Ambassador to Guatemala.

Victor Galvez Borrell is Director of
FLACSO-Guatemala.
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