www.thedialogue.org

Thursday, March 5, 2009

INTER-AMERICAN DIALOGUES

BOARD OF ADVISORS

Diego Arria
Director,
Columbus Group

Genaro Arriagada
Board Member, Banco
del Estado de Chile

Joyce Chang
Global Head of
Emerging Markets
Research, JPMorgan
Chase & Co.

W. Bowman Cutter
Partner,

E.M. Warburg

Pincus

Rui da Costa
Managing Director,
Latin America & the
Caribbean,
Hewlett-Packard Co.

Alejandro Delgado
Economist for Latin
America, Africa, the

Middle East & Mexico,

General Motors

Dirk Donath
Managing Director,
Eton Park Capital
Management

Jane Eddy
Managing Director,
Corporate & Govt.
Ratings Group,
Standard & Poor's

Marlene Fernandez
Former Bolivian
Congresswoman

and Ambassador

Jason Hafemeister
Vice President,

Allen F. Johnson &
Associates

Peter Hakim
President,
Inter-American
Dialogue

Donna Hrinak

Senior Director of Latin
America Government
Affairs, PepsiCo

Jon Huenemann
Principal,
International
Department,
Miller & Chevalier

James R. Jones
Co-chair,

Manatt Jones

Global Strategies LLC

John Maisto
Director,

US Education Finance
Group

Nicolas Mariscal
Chairman,
Grupo Marhnos

Thomas F.
McLarty IlI
President,

Mclarty Associates

Carlos Paz-Soldan
Partner,
DTB Associates, LLP

Beatrice Rangel
Director,
AMLA Consulting LLC

José Antonio Rios
Chairman,

Global Crossing
Latin America

Andrés Rozental
President,
Rozental & Asociados

Everett Santos
President,
DALEC LLC

Shelly Shetty
Senior Director, Latin
American Sovereign
Ratings, Fitch Inc.

Copyright © 2009, Inter-American Dialogue

FEATURED 0&A

LATIN AMERICA ADVISOR

Can Colombia's Scandal-Plagued Spy Agency be Reformed?

Colombian President Alvaro

Uribe last week stripped the

Department of Administrative

Security (DAS) of its power to
conduct wiretaps after news magazine
Semana reported agents had tapped the
communications of several prominent
Colombians, including Supreme Court jus-
tices and opposition politicians, and sold
the information to criminal organizations.
The incident was the latest in a string of
scandals at DAS. Will the scandal tarnish
Uribe's administration for long? What are
the implications for security in Colombia?
Can DAS be reformed?

Guest Comment: Maria Velez de

Berliner: "'Irregularities' in man-

agement, ineptitude, and cor-

ruptibility (albeit not among all
DAS employees) mark the agency's history
and tradition from its inception. It should
not be reformed. Neither culture nor histo-
ry change by rearranging the chairs.
Turning wiretapping over to the police is
like going from the frying pan into the fire.
Hardly a week goes by without the uncov-
ering of one more corruption scandal,
some including the police. This scandal
does not threaten Uribe's presidency. But it
fuels growing concerns about the alleged
tolerance of corruption within his admin-
istration. Corruption is acknowledged only
when it reaches undeniable proportions or
is so open that it defies spinning, as the ille-
gal wiretapping does. Because so far a
majority of Colombians believe Uribe is

Inside This Issue

their only viable political alternative, any
tarnishing of his reputation will not last.
However, this scandal might aggravate the
stumbling blocks on the road to the ques-
tionable referendum or constitutional
amendment that will enable Uribe's yet
undeclared bid in 2010 for re-election to a
third term. Uribe's seeming proclivity for a
perpetuation in power, not the DAS, is tar-
nishing his reputation and may yet derail
his aspirations in 2010, provided the oppo-
sition fields a candidate who can compete,
without fear of illegal wiretapping or polit-

Continued on page 3

Panamanian President Asks
Chavez for Petrocaribe Entry

Panamanian President Martin Torrijos
(R) this week asked Venezuelan
President Hugo Chavez (L) for entry into
Petrocaribe, which would allow Panama
to buy Venezuelan oil on preferential
terms. See story on page 3.

Photo: Panamanian Government.
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Mexican Army to Take Over
Police Operations in Juarez

Mexico's army will take over local
police operations in Ciudad Juarez,
where violence between drug gangs
battling for control has led to hun-
dreds of killings so far this year,
Reuters reported. Last year, 1,350
people were murdered in Juarez.
The military expects to have 7,500
soldiers in the city to take control of
the city's policing duties as well as
the local jails and traffic patrols. On
Wednesday, soldiers helped quell a
prison riot in Juarez that left 20 peo-
ple dead. Last month, Juarez's police
chief stepped down under pressure
from cartels.

Mexico's Stock Exchange
Seeking New Chairman

Mexico's stock exchange is seeking a
new chairman to replace the
exchange's current leader, Guillermo
Prieto, Bloomberg News reported.
Bolsa Mexicana de Valores, the sec-
ond-largest stock exchange in Latin
America, will name a new chairman
at its next annual meeting of share-
holders, the company said in a state-
ment. The exchange did not say
when the meeting would happen or
when the new chairman would take
over. Prieto has headed the exchange
since May 2001 and last June took it
public. Since then, the company's
stock has tumbled 45 percent.

Vale Plans to Sell Portion of Stake
in Usiminas, Nippon Interested

Brazilian miner Vale is planning to
sell a portion of its stake in steel-
maker Usiminas, Bloomberg News
reported Wednesday. Vale intends to
sell a 5.9 percent stake for 594 mil-
lion reais ($US 248.1 million).
Nippon Steel Group, which owns
24.7 percent of Usiminas is interest-
ed in buying Vale's stake, a Usiminas
spokesman said.
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Political News

Colombia Extradites Reputed
Drug Kingpin to United States

Colombia on Wednesday extradited
reputed drug kingpin Miguel Angel Mejia
to the United States to face drug traffick-
ing charges, the Associated Press reported.
The extradition marks the 16th time
Colombia has sent an accused paramili-
tary leader to the US in the past year.
Mejia was dispatched via a US Drug

B,
ff

Mejia was arrested in Colombia last May.

Photo: Colombian National Police.

Enforcement Administration plane
bound for Washington, where he faces
trial in federal court, said Col. German
Jaimes, the deputy director of Colombia's
judicial police force. Mejia, 49, had origi-
nally demobilized as part of a peace
agreement with the government.
However, he then ran a major drug cartel
and became a fugitive, authorities allege.
Last April, Mejia's twin brother was killed
during a police raid. The following
month, Mejia was arrested after authori-
ties found him hiding in a false compart-
ment in a truck cab. The US had offered a

$5 million reward for the detention of
either brother. US authorities first indict-
ed Mejia in 2000. The brothers started
drug operations in the 1990s and shipped
between four and 10 metric tons of
cocaine to the United States and Europe
every month, alleged Col. Cesar Pinzon,
the chief of the judicial police. Mejia's
attorney, Angelica Maria Martinez, said
Mejia does not face charges, but said he
has confessed to heading a militia that
was to blame for a 2004 massacre that left
10 people dead in the town of Flor
Amarillo. Prosecutors in Colombia are
investigating Mejia in connection with
several other killings. Mejia is hoping that
he will be able to receive a lighter prison
sentence in the US in exchange for con-
fessing to crimes and relinquishing ille-
gally earned gains. However, US authori-
ties have often rejected such deals and
have sought prison sentences of more
than 20 years for paramilitary bosses
extradited on charges of drug trafficking.

Economic News

Stocks in Latin America Jump on
Optimism Over China Stimulus Plan

Stocks in Latin America and in exchanges
around the world jumped Wednesday on
optimism over a new Chinese stimulus
package. Chinese Premier Wen Jiabao is
announcing the new package today in his
yearly address to China's legislature,
Bloomberg News reported. The news sent
stocks barreling upward. In New York, the
Dow Jones Industrial Average gained 2.23
percent to close at 6,875.84 and the

Market Snapshot

Indicators From the Region's Largest Economies as of Yesterday's Close
Index Closing Value  Percent Change Percent Change

(Past 12 Months)

Argentina Merval 936 6.04 -53.80

Brazil Bovespa 38402 5.31 -40.58

Chile IPSA 2436 1.42 -11.47

Colombia IGBC 7765 1.48 -9.30

Mexico [pC 17825 4.28 -39.12

us Dow Jones 6876 2.23 -43.66

Source: Bloomberg.com, Bolsa de Comercio de Santiago.
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broader S&P 500 Index rose 2.38 percent
to close at 712.87. Argentina's Merval
Index leapt 6.04 percent. Shares in
Buenos Aires followed global commodi-
ties prices upward. Argentina's Tenaris, a
major producer of steel pipes for energy
companies jumped 6.63 percent to close
at 30.55 pesos. Also, Argentina's market
digested news that the government and
farmers reached partial

agreements over
export taxes late on
Tuesday, Reuters
reported.  However,

farmers say the agree-
" ment to lower daily

Fernandez taxes and increase
Photo: Argentine  SXPOTTS of beef do not
Government. go far enough,

Bloomberg News

reported. "What they signed ... has been
promised before, but afterwards we
haven't seen any results," said Alfredo
Rodes, the executive director of Carbap,
which represents approximately 34,000
farmers. Argentine President Cristina
Fernandez participated Tuesday in the
talks with farmers, which also included an
agreement to raise prices for wheat from
370 pesos to 420 pesos ($US 116) a ton.
The wheat prices are still not high
enough, said Rodes, adding that leaders of
Carbap will formally respond to the
accord during a meeting Friday.
Elsewhere in Latin America, Brazil's
Bovespa gained 5.31 percent on the news
of the China stimulus plan, raising hopes
it will spur demand for raw materials.
Mining giant Vale jumped 9.7 percent
and steelmakers Siderurgica Nacional
and Usiminas soared more than 8 per-
cent.

Panamanian President Asks Chavez
for Entry into Petrocaribe

Panamanian President Martin Torrijos,
who 1is visiting Caracas, has asked
Venezuelan President Hugo Chavez to
allow the Central American country to
join Petrocaribe, Venezuelan daily EI
Universal reported Wednesday. Members
of Petrocaribe can buy oil from Venezuela
at preferred rates. Torrijos said Panama's
membership in Petrocaribe would give
the country "enhanced possibilities to
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ical dirty tricks, with Uribe's hold on
Colombia's politics today. Uribe or not,
the political and social stability of
Colombia demand an intelligence
agency devoid of politicization, corrup-

€€ [DAS] should not

be reformed.”??

— Maria Velez de Berliner

tion, and staffed by intelligence profes-
sionals who place country, the liberty of
political affiliation, the integrity of the

judiciary, respect for human rights and
the right to oppositional politics within
democratic institutions above personal
gain. But this can't be achieved unless
Colombians stop their public and private
acceptance of corruption if its price is
right. If this new agency is not created,
Colombia risks the emergence of a polit-
ical dirty war, which the country's vio-
lent, partidista history can only aggra-
vate."

Guest Comment: Myles
Frechette: "The DAS has long
been controversial and has
been particularly flat footed in
President Uribe's second term. But its
missteps will not threaten his adminis-
tration or tarnish it for long. Uribe has
had a number of serious political scan-
dals in the DAS and he is still in office.
His popularity ratings are the highest

Continued on page 4

propose new agreements and tighten the
ties among our countries to seek integra-
tion mechanisms," reported Spanish wire
service EFE. After his meeting with
Chavez, Torrijos said the two leaders dis-
cussed plans to trade Venezuelan fertiliz-
er and Panamanian agricultural goods.

Company News

Ecuador Plans to Seize 70 Percent of
Perenco's Oil Output in Tax Dispute

Ecuador will keep 70 percent of French
oil company Perenco's oil output until
the company and the country resolve a
tax dispute involving hundreds of mil-
lions of dollars, Bloomberg News report-
ed. Ecuador says Perenco owes $338 mil-
lion in back taxes plus interest after the
country hiked windfall tax rates from 50
to 99 percent on oil companies in
October 2007. Ecuador will seize the por-
tion of the company's oil, including
720,000 barrels of oil ready to be shipped
from the port of Balao near Esmereldas,
said Minister Derlis Palacios. The compa-
ny will retain the share of Perenco's out-
put until the tax issue is resolved or the
debt is paid off, Palacios said. "We're open
to any negotiation; what we've withheld

up to the date of a deal will be credited to
the repayment of the debt," Palacios said.
"Ecuador will auction off or sell that oil
until the value of the debt has been recov-
ered." A Perenco spokeswoman in
London declined to comment. Ecuador
and the company have not been able to
reach an agreement because of opposi-
tion by Burlington Resources, a unit of

€€ Ecuador will auction off or
sell that oil until the value of the
debt has been recovered.??

— Derlis Palacios

ConocoPhillips, Palacios said.
Burlington Resources has a minority
stake in Perenco's three oil fields in
Ecuador. Houston-based ConocoPhillips
is seeking relief from the tax hike before
the World Bank's International Center for
the Settlement of Investment Disputes
and has asked the body to prohibit
Ecuador from seizing the oil, said compa-
ny spokesman Charlie Rowton. "We
would be happy to find an amicable set-
tlement," he said.
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among South American presidents except
for those of Brazilian President Luiz
Inacio Lula da Silva. Tapping telephones

€€ The recordings sell like hot arepas.’

in Colombia has been going on for at
least a couple of decades. Some of this is
done legally, most of it is not. And the
recordings sell like hot arepas. Anyone in
Colombia whose conversation could
prove to be embarrassing should never
use an unencrypted telephone, land line
or mobile phone. Finally, reform in the
DAS has happened before, but there is
caution in this tale; the results rarely last."

Guest Comment: Beatrice
Rangel: "The good news is that
the exposure of these practices
by one of the Colombian intel-
ligence agencies will bring to light an
endemic problem afflicting Latin
America and hopefully provoke a chain
reaction of public policies geared towards
controlling intelligence agencies. The bad

¢ These practices turned
intelligence gathering bodies

into espionage outlets for
ruling political parties.”

— Beatrice Rangel

news is that the disease has reached the
proportions of a pandemic threatening
democratic freedoms from the Rio
Grande to Tierra del Fuego. Indeed, Latin
American democracies have dangerously

Copyright © 2009, Inter-American Dialogue

postponed the overdue task of cleaning
intelligence gathering bodies from corpo-
rativist practices tied to political clien-
telism. These practices turned intelli-
gence gathering bodies into espionage

b

— Myles Frechette

outlets for ruling political parties while in
government as civil service criteria were
substituted by party loyalty. As different
political parties took turns in govern-
ment, intelligence apparatus were filled
with party cadres. Intelligence officials
thus knew that their job would only last a
short time and tried to secure their living
means for the aftermath. When their
party was out of power these officials
would thrive by setting up private investi-
gation companies that provided rented
espionage services. With the entry of
globalization many of these officials and
their consulting firms found well paying
clients in organized crime. A black mar-
ket for intelligence services soon emerged
and extended throughout the region. The
Colombian predicament is just the tip of
an iceberg that needs to be addressed if
the young democracies of our hemi-
sphere are to be up to the task of facing
the stark challenges of globalization that
entail effectively fighting drug trafficking,
illicit money transfers and counterfeiting,
which pose increasing threats to security
and democracy."

Maria Velez de Berliner is president of
Latin Intelligence Corporation.

Myles Frechette is an international trade
and business consultant and was US
ambassador to Colombia from 1994 to
1997.

Beatrice Rangel is Director of AMLA
Consulting.
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