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LATIN AMERICA ADVISOR

How Will the Honduran Stalemate Come to an End?

The negotiations to end the

Honduran  political crisis

encountered another snag over

the weekend, as the de facto
Honduran government first rejected, then
agreed to postpone, the visit of a delega-
tion of foreign ministers sent by the
Organization of American States. How do
you think the current stalemate in
Honduras will end? What would you
define as a successful solution to the cri-
sis and what actions would you prescribe
for those on all sides of the conflict in
order to reach that ultimate goal?

Guest Comment: Kevin Casas-

Zamora: "There is an old saying

that problems don't get solved,

they merely get replaced by new
ones. That seems to be the fate of the polit-
ical impasse in Honduras. The world has
already moved on. The return of deposed
President Zelaya to power becomes
increasingly unlikely with each day that
goes by. At this point, several key political
actors—most notably the Obama adminis-
tration—seem to be reconciled to the idea
that a free and fair election in November
offers the best chance to normalize the
political situation in Honduras. While the
ALBA countries will most likely deny
recognition to any government born out of
that election, there doesn't seem to be any
appetite in the rest of the international
community to follow suit and, thus, pro-
long this crisis. This is of course, an unfor-
tunate sign that belligerent rhetoric by the

Inside This Issue

international community does not guaran-
tee the reversal of even as dangerous a
precedent as what happened in Honduras.
Either because a country is small and irrel-
evant or large and relevant (when Russia
invaded Georgia, for instance), applying
international sanctions is always a tricky
business to be avoided. Either because the
world doesn't care or doesn't dare, interna-
tional legality almost always suffers. The
makings of a political settlement in
Honduras have been there all along. They
include the reinstatement of President

Continued on page 2

Fighting Swine Flu, Arias Hopes
to Resume Schedule Monday

Costa Rican President Oscar Arias is
hoping to resume a full schedule by
Monday as he battles what officials say
is a mild case of swine flu. Arias has
been working from home since falling ill
last weekend. See brief on page 2.

File Photo: Costa Rican Government.
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Battling Swine Flu, Arias Hopes to
Resume Full Schedule Monday

Costa Rican President Oscar Arias,
who contracted a mild case of swine
flu, hopes to resume a full schedule
by Monday, officials said
Wednesday, according to Reuters.
Arias, 68, has been isolated at his
home since Monday and doctors
have been testing cabinet members
and others who were in contact with
the president. Vice Health Minister
Ana Morice said Wednesday that
Arias, who is considered at high-risk
because he suffers from asthma, no
longer has a fever, but still has a sore
throat.

Zelaya Supporters Assault Vice
President of Honduran Congress

A group of demonstrators support-
ive of ousted Honduran President
Manuel Zelaya on Wednesday
allegedly assaulted the vice president
of the Honduran Congress, the
Associated Press reported. Zelaya
supporters allegedly kicked and
punched Ramon Velasquez as he left
his office, a day after 10,000 protest-
ers gathered in Tegucigalpa to show
support for the ousted president,
who was removed from power June
28. Velasquez escaped largely
unharmed, according to the report.

BHP Chile Workers Could Strike

Workers at the world's largest cop-
per mine, in Chile, could strike if
mine operator BHP Billiton doesn't
give them a greater share of profits,
a union leader said Tuesday,
Bloomberg News reported. Pedro
Marin, president of Chile's Mining
Federation, told the news service the
union doesn't "see any alternative"
to a strike at the company's
Escondida mine. The mine's
employees will begin negotiating for
a new contract between November
and December of this year.
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Economic News

IDB: Remittances to Latin America,
Caribbean to Fall 11 Percent in 2009

Latin America and the Caribbean are
expected to receive approximately $62 bil-
lion in remittances this year, an 11 percent
decline from last year, according to a
report released Wednesday by the Inter-
American Development Bank's
Multilateral Investment Fund (MIF). The
report shows that immigrants in industri-
alized countries including the United
States have been hard hit by the global
economic crisis. "The crisis is clearly lim-
iting migrants' capacity to send money
home," IDB President Luis Alberto
Moreno said in a  statement.
"Nevertheless, remittances have decreased
less than other private financial flows to
the region, as migrants continue to make
sacrifices to provide for their families."

Thursday, August 13, 2009

The report, authored by Manuel Orozco,
director of the Remittances and
Development Program of the Inter-
American Dialogue, was based on a sur-
vey of 1,350 migrants from Latin America
and the Caribbean. The MIF-commis-

€ The crisis is clearly limiting

migrants' capacity

to send money home. »

— Luis Alberto Moreno

sioned survey was conducted between
March and June. Remittances to the
region from the United States are expect-
ed to slide 11 percent this year to approx-
imately $42.3 billion, the report said.
Remittances from Europe are expected to
fall 14 percent to about $9 billion and
remittances from other locations are like-
ly to drop 4.5 percent to $10.4 billion.

Featured 0&A
Continued from page 1

Zelaya albeit with important political
concessions on his part, such as giving up
on his plans to rewrite the Constitution,
agreeing to some kind of power-sharing
agreement and, crucially, putting some
distance between himself and President
Chavez of Venezuela. From the lens of
the Honduran elite, the latter point is the
absolute root of this crisis. Neither
Zelaya nor, probably, President Arias of
Costa Rica, the chosen mediator, under-
stood the latter point in time to make a
difference. At this point it's probably too
late."

Guest Comment: Jorge Heine:
"The current crisis would have
already ended or would be
about to end had there not
been a tragic failure of nerve on the part
of the Obama administration. The appli-
cation of sanctions was kicking in, when
the Washington lobbyists and the
Republican supporters of the Latin
American military stepped in. The threat
to hold up some State Department nom-
inations was enough to stop any addi-

tional sanctions and ease up the pressure.
Every additional day in the stalemate is a
victory for the de facto government. The
latter is betting on running out the clock
until election day (Nov. 29) to be home
free. Without sanctions, there are no
incentives for the Honduran government
to accept a compromise. The fact that the
self-appointed head of such a govern-
ment can brazenly veto the presence of
the OAS secretary general on a visiting
delegation of foreign ministers is proof
of how emboldened he has become in
the post-sanctions environment. He has
concluded, not without reason, that he
now has Washington's number. The
most likely outcome is that nothing will
happen until election day. Latin
American governments are united in
their condemnation of the coup and the
demand to restore President Zelaya to
office, but have few sticks to change
Micheletti's behavior. Washington has
the sticks, but no will to use them.
Washington's short-sighted behavior will
be costly: it means letting the precedent

Continued on page 4
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Argentina to Temporarily
Reinstate Energy Subsidies

In a reversal, Argentina's government will
temporarily reinstate energy subsidies
amid increasing consumer complaints
over energy bills, Bloomberg News
reported Wednesday. The government
plans to spend approximately 493 million
pesos ($US 129 million) to reduce con-
sumers' electricity and natural gas bills,
Planning Minister Julio de Vido told law-
makers in Buenos Aires. The subsidies
will be phased out as Argentina's winter
ends over the coming months. "This
measure isn't free—it will have an impor-
tant fiscal cost," said
De Vido. "We are
always going to be on
the side of the con-
sumer and those who
- are struggling finan-
| cially." Earlier this
“ E? 3 week, De  Vido

) announced that the

De Vido government, which
File Photo: Argentine regulat_es_ .ene1"gy
Government. prices, is investigating

electricity price

increases, saying government officials
suspect power distributors made billing
"errors." On Wednesday, Argentina's
Congress opened a hearing on whether to
reject energy price hikes that led to many
complaints  from  consumers. In
November, De Vido said Argentina would
end the energy subsidies, in an effort to
save the government 1.4 billion pesos
annually, spur energy production and
create jobs.

Company News

Brazilian Budget Minister: Vale Must
Do More to Help Cut Metal Imports

Brazil's Vale, the world's largest producer
of iron-ore, must do more to help the
South American country cut its imports
of metals and strengthen Brazil's steel
industry, the country's budget minister,
Paulo Bernardo, told Bloomberg News in
an interview this week. Vale is exporting
iron-ore, which is used to produce steel,
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The Dialogue Continues

What Reforms Are Needed in Argentina's Statistics Institute?

The government of Argentine

President Cristina Fernandez

in July unveiled an overhaul

of the country's National
Statistics Institute (INDEC), two years
after Fernandez's husband and prede-
cessor, Nestor Kirchner, was accused
of pushing INDEC to skew inflation sta-
tistics in his administration's favor.
How reliable are the country's inflation
figures? Will Fernandez's reforms make
inflation statistics more accurate and
INDEC more credible? How will the
reforms affect investor confidence in
Argentina?

Guest Comment: Alberto J.

Bernal: "The lack of public

and investor confidence on

the quality and veracity of
Argentina's fundamental economic data
is generating widespread economic
problems in Argentina. Let me be more
specific. Analysts from around the world
have pretty much given up forecasting
monthly inflation data for Argentina. In
a typical month, some 40 analysts pre-
dict Mexico's or Colombia's inflation
numbers, and the markets react to the
actual number once they compare it to
the consensus of analysts. Argentina's
pool of forecasters is now numbering
around five, at best. I personally have
decided not to contribute with econom-
ic forecasts for this country until there
are clear and transparent changes in the

to China at record levels because of
China's growing demand for steel in the
manufacture of vehicles and for construc-
tion uses. Meanwhile, in the first half of
this year, Brazil imported 25.9 percent
more flat-rolled steel compared to the
same period last year, according to the
Brazilian Steel Institute. "We cannot be
one of the biggest ore producers and ship
it all abroad and end up importing steel,"
Bernardo told Bloomberg News. Last
month, Fabio Barbosa, Vale's chief finan-

management of statistics at INDEC.
This very specific issue—forecasting
inflation—carries immense social costs.
It underscores the level of 'market irrel-
evance' that Argentina is now suffering.
This is a very negative occurrence,
because the more irrelevant a country
appears to be in the view of investors,
the lower the level of investment that
such country will receive from foreign-
ers, and the lower the level of that coun-
try's potential growth. In my view, the
only policy choice available for the
INDEC at this time to regain credibility
is to ask for the help of a foreign statis-
tics agency. For example, if the Spanish
statistics office were to go over the
methodology used and were to deliver
advice on how to improve the statistics,
then some credibility could be regained.
The publication of back-dated data for
the new indices would also be a require-
ment to establish credibility. The prob-
lem is that if the indices are backdated,
they will probably show that real infla-
tion in the past two years has in fact
been much higher than published by the
INDEC."

Alberto J. Bernal is head of research at
Bulltick Capital Markets in Miami.

Editor's note: the above is a continuation
of a Q&A published in the July 31 issue
of the Advisor.

cial officer said the Rio de Janeiro-based
company is planning four new projects,
including a joint venture with Germany-
based ThyssenKrupp, to produce more
steel in Brazil. The projects could boost
steel production by 18.5 million metric
tons annually. That figure is approximate-
ly half of Brazil's current production. Last
month, Vale CEO Roger Agnelli said the
company is more than doubling its stake
in the joint venture by investing 965 mil-
lion euros ($US 1.4 billion).
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of the first all-out military coup in Latin
America in 20 years stand, and seriously
damaging the inter-American system's
democratic enforcement mechanisms. It
should be quite a beginning for the new
assistant secretary of state for Western
Hemisphere affairs."

Guest Comment: Cresencio

Arcos: "The pathology of the

Honduran crisis is rooted in

political party ineptitude and
corruption as well as globalization, which
has concomitantly promoted democracy,
rule of law, human rights and free trade
as panaceas. Honduras in expelling
deposed President Zelaya international-
ized the crisis. Had Zelaya remained in
Honduras detained for all alleged crimes,
the world community would have
refrained from interference. Also, the US
has treated Latin America not in policy
terms but with slogans of democracy,
human rights, rule of law and free trade.
It discovered that it could not 'instru-
mentalize' slogans. The OAS, which felt
obliged to restore Zelaya, promptly
became hobbled by the US' lack of clarity
in accepting that a coup indeed took
place and the Honduran de facto govern-
ment became virtually intransigent at
every corner. Zelaya's chumminess with
Chavez and his ALBA group allowed
GOP right-wingers to inveigh against
Obama's would-be Latin American poli-
cy. This also created a palpable unease
among the Democrats. Moreover, the
opposition National Party in Honduras
seized the meltdown of Zelaya's domi-
nant Liberal Party as an opportunity to
win the fall elections which it had
appeared the Liberals would win again.
The San Jose process presided over by
President Arias offers an opportunity to
engage the Hondurans in a 'political'
process, but the de facto government
views the process as a 'legal' one to delay.
The 'delegitimization' of the upcoming
fall elections will perhaps motivate the
elites to resolve the crisis sooner. The US
may have to provide forceful leadership
through a special envoy with top White
House cover."
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Guest Comment: Terry McCoy:
"With Micheletti's reconsidered
decision to receive the OAS del-
egation, one important snag to
the negotiations has been removed. If
adhered to, it means not only that the
OAS will gain access to Honduras, but
more importantly, the de facto govern-
ment and its supporters will be able to
make their case for removing Zelaya to
the OAS. When President Obama reiter-
ated his support on Monday in
Guadalajara for restoring Zelaya to power
as the democratically elected president of
Honduras, another potential obstacle was
removed. Last week's State Department
letter to Senator Lugar generated confu-
sion if not outright disbelief about
Washington's commitment to stand by its
original position in support of the OAS'
call for restoring Zelaya. The letter cer-
tainly encouraged the de facto govern-
ment, its supporters in Honduras and
allies on Capitol Hill to prolong the stale-
mate. Now for at least the time being, it
appears Washington is back on board and
Tegucigalpa is apparently moving toward
acceptance of the Arias accords, which
would restore Zelaya but with limited
powers and a firm commitment to leave
office in January."

Kevin Casas-Zamora is a senior fellow in
foreign policy at the Latin America
Initiative of the Brookings Institution and
the former vice president of Costa Rica.

Jorge Heine holds the global governance
chair at the Balsillie School of
International Affairs, is a distinguished
fellow at the Center for International
Governance Innovation (CIGI) in
Waterloo, Ontario and was ambassador of
Chile to India, Bangladesh, Sri Lanka and
South Africa.

Cresencio Arcos is counselor for govern-
ment affairs at K&L Gates, a former US

ambassador to Honduras and a member

of the Inter-American Dialogue.

Terry McCoy is director of the Latin
American Business Environment Program
at the University of Florida.
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