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What are the Chances of a Compromise in Honduras?

Honduras' Nov. 29 presidential

election is a month and a half

away and the country's political

standoff continues. What are the
chances of the two sides reaching a com-
promise before the election? Does
deposed President Manuel Zelaya, now
holed up at the Brazilian Embassy in
Tegucigalpa, have any chance of being
reinstated? If no agreement is reached,
will the US and other international actors
make good on threats not to recognize the
winner of the election? Is there another
way the election can be legitimized with-
out restoring Zelaya?

Luiz Felipe Lampreia, former

minister of foreign relations of

Brazil: "I believe the chances of

reaching a compromise are good.
The standoff highlights the rather poor
hands of both sides. Zelaya is cornered in
the Brazilian Embassy and, despite the
strong support of most countries of the
region, has been unable to mount a break-
through either in forcing a resolution of
the crisis on his terms or provoking a very
strong popular movement in his favor. The
de facto government, on the other hand,
has substantial political and military
strength but cannot gain international
legitimacy and support. On the contrary, it
is paying a heavy price in painful sanctions.
Therefore, I believe both sides have reasons
to pursue in earnest a compromise solution
that will be face saving and minimally sat-
isfactory. This certainly does not mean that

Inside This Issue

the two sides will necessarily find a solu-
tion, which would depend on difficult con-
cessions by Zelaya and Micheletti, but it is
not too difficult to envisage an agreement
roughly along the lines proposed by
President Arias of Costa Rica. I think
Zelaya's reinstatement is a mandatory part
of a balanced situation because his forceful
removal was a blatant violation of the OAS
Democratic Charter. But his reinstatement
cannot be contemplated without clear
terms and limitations. This is the most del-
icate aspect of the question. Probably the

Continued on page 2

Colombia-Ecuador Thaw Stalls
Over Padilla Arrest Warrant

Attempts at renewed diplomatic rela-
tions between Colombia and Ecuador
stalled Thursday over Ecuador's demand
that Colombia hand over military com-
mander Gen. Freddy Padilla, which
Colombia refused. See story on page 2.

File Photo: Colombian Government.
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Tens of Thousands Protest
Mexican Power Company Closure

An estimated 33,000 demonstrators
flooded Mexico City's Zocalo plaza
Thursday to protest the govern-
ment's disbanding of state-run utili-
ty Central Light and Power, the
Associated Press reported, citing city
officials. The administration of
President Felipe Calderon
announced the closure last weekend,
citing inefficiencies in the compa-
ny's operation. A larger state-run
company, the Federal Electricity
Commission has taken over the dis-
banded company's operations.

Pemex Announces Oil Discovery,
Explores Commercial Viability

Mexican state-owned oil company
Pemex has discovered oil in a deep-
water well and is testing to deter-
mine the commercial viability of the
find, Bloomberg News reported
Thursday, citing Pemex production
manager Gustavo Hernandez. Oil
discovered in the Leek well was
found in waters more than 2,200
feet deep in the Gulf of Mexico,
Hernandez told reporters in Mexico
City, adding that the oil is lighter
than most of Mexico's crude.

Slim's Ideal Wins Bid for
Mexico Highway Project

Billionaire Carlos Slim's Ideal won a
bid to construct and operate the
Pacifico Norte highway project in
Mexico, Bloomberg News reported.
The Mexico City-based company
will invest up to 4 billion pesos ($US
306 million) on the highway project,
according to the country's
Transportation Ministry. Slim's con-
struction financing company was
selected over bids from Obrascon
Huarte Lain and a consortium
headed by Empresas ICA SAB, the
ministry added.
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Political News

Plans for Renewed Colombia-
Ecuador Ties Stall Over Warrant

Plans for renewed diplomatic relations
between Colombia and Ecuador stalled
Thursday, a day after Colombia rejected
Ecuador's demand that Colombia turn
over the commander of its armed forces,
Agence France-Presse reported. Ecuador
had issued an arrest warrant for Gen.
Freddy Padilla in connection with a
March 2008 bombing raid that
Colombia's military carried out across the
border in Ecuador. The raid killed more
than 25 people, including Raul Reyes, a
leader of the Revolutionary Armed Forces
of Colombia, or FARC, rebel group.
Ecuador severed diplomatic ties with
Colombia after the raid. "The Colombian
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government does not recognize the juris-
diction of Ecuadorean justice to investi-
gate and judge Colombian officials or for-
mer officials," a statement from the office
of Colombia's president said, Reuters
reported. Padilla and Ecuadorean Gen.
Fabian Varela had been scheduled to meet
today in Ibarra, Ecuador as part of
attempts to renew diplomatic ties, AFP
reported. However, the meeting was can-
celed after Ecuador issued the arrest war-
rant for Padilla. Colombia's government
feared that an attempt to arrest Padilla in
Ecuador could lead to another crisis, AFP
reported, citing an unnamed source.
During the meeting, Padilla was expected
to provide Valera information on other
FARC encampments in Ecuador.
Ecuadorean Foreign Minister Fander
Falconi said the country's judicial branch,
not the administration of President
Rafael Correa, made the decision to issue
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United States and other international
actors won't follow through on threats
not to recognize the election results,
unless such elections are clearly per-
ceived as politically distorted. This is,
however, an improbable situation
because elections are the way out of the
crisis for both sides and a compromise is
going to include careful parameters for
the vote."

John Maisto, member of the

Advisor board, director of the

US Education Finance Group

and former US ambassador to
the OAS: "Hondurans themselves are
actively seeking, through negotiation, a
peaceful, constitutional and legal resolu-
tion of their institutional, political and
intra-Liberal = Party  personalista-
inflamed crisis. This is good news, in
spite of setbacks. An accepted OAS team,
without fanfare, is playing a facilitative
role. Also good news. Such assistance is
application of the Inter-American
Democratic Charter in the way the char-
ter was designed, what the OAS did not
do in immediate post-coup days.

Election is the only solution in
Honduras, as the presidential candidates
and legally established election tribunal,
both in place before the coup, made clear
to OAS leadership this week. This view is
substantiated by Honduran opinion
polls. As the Nov. 29 election approaches,
the role of the Honduran president in a
solution is becoming secondary—
whether that person is Zelaya, Micheletti,
or a constitutionally/legally consistent
caretaker. Whatever that solution, and
when and how achieved, is for
Hondurans to work out while other
Honduran institutions carry out their
constitutional roles. The OAS and
European friends, with US leadership,
can help Honduran democracy now by
supporting the independent electoral tri-
bunal in its work (which includes, during
election season, commanding the mili-
tary), fielding election observers, provid-
ing resources and infrastructure help,
ensuring that foreign monies or agents
not authorized by the election tribunal
are denied access to Honduras, and, if
the election is free and fair, recognizing
the results. Smart US bilateral and multi-

Continued on page 4
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the warrant. Ecuadorean authorities pre-
viously issued an arrest warrant for for-
mer Colombian Defense Minister Juan
Manuel Santos, also in connection with
last year's raid. Falconi, who met last
month with Colombian Foreign Minister
Jaime Bermudez as part of the effort to
renew relations, added that Ecuador has
the "political will to advance, to build dia-
logue with Colombia and to normalize
relations," AFP reported. [Editor's note:
See related Q&A in the Oct. 5 issue of the
Advisor.]

Economic News

Brazil Retail Sales Rose in August
for Fourth Consecutive Month

Retail sales in Brazil increased in August
for the fourth month in a row, Bloomberg
News reported Thursday, citing new data
from the country's national statistics
agency. Sales were up 4.7 percent in
August as compared with the same
month a year ago. In July, the increase was
6 percent year-over-year, while August
sales increased 0.7 percent from the pre-
vious month. The country's broader retail
index, including vehicles and construc-

Finance Minister Guido Mantega
has said GDP may grow

5 percent next year.

tion materials, increased 3.3 percent
month-over-month in August. The index
dropped 5.7 percent in July. Brazil's reces-
sion ended in this year's second quarter
and forecasts from the International
Monetary Fund, Goldman Sachs and
elsewhere have become more optimistic
about the country's economic recovery.
In the year's second quarter, Brazil's gross
domestic product grew 1.9 percent com-
pared to the previous quarter. Last week,
Finance Minister Guido Mantega said
GDP may grow 5 percent next year. The
unemployment rate in Brazil, Latin
America's largest economy, was 8.1 per-
cent in August after rising as high as 9
percent in March.
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Capitol Hill Watch

House Subcommittee Advances Legislation For Review of Drug Policy

By Matthew Schewel

A group of US lawmakers is calling for a re-examination of America's decades-
old "war on drugs," which since 1980 has cost taxpayers at least $14 billion
through anti-narcotics efforts in Latin America and the Caribbean. A House
subcommittee on Thursday unanimously approved a bill that
would create a bipartisan commission to examine US drug
policy in the Western Hemisphere amid calls for a greater
emphasis on reducing demand for drugs in the United States.
The legislation still faces a full committee vote before it can go
to the House floor.

Rep. Eliot Engel (D-N.Y.), who chairs the House Foreign
Affairs Subcommittee on the Western Hemisphere and spon-
sored the legislation, said US drug-fighting efforts have failed Engel

in part because they have not considered domestic demand for gy, photo: mzer-
illegal drugs. "I think that has to be part of the policy," Engel American Dialogue.
told the Advisor. "It really hasn't been and, as a result, we don't

seem to be much better off than we were 20, 30 or 40 years ago." He noted that
despite Colombia's successes in improving safety and fighting drug cartels, the
amount of drugs produced in the country has remained constant over the past
few years.

Engel's bill sets aside $2 million for the creation of an independent 10-person
commission, whose members would be appointed by the House and Senate
leaders of both parties and by the president. The group would have one year to
prepare and submit a "comprehensive review" of US drug policies in the hemi-
sphere, including recommendations on tackling both supply and demand.

The congressional effort comes as key officials in President Barack Obama's
administration, including Secretary of State Hillary Clinton and drug czar Gil
Kerlikowske, have indicated the United States is prepared to shoulder a greater
responsibility for the hemisphere's drug problem by doing more to reduce
domestic demand.

Engel said current US drug policy in the region has lacked coordination, espe-
cially at the State Department, where different personnel oversee programs in
Mexico and Central America, the Andean countries and the Caribbean. He
added that the Senate's delay in confirming Arturo Valenzuela as assistant secre-
tary of state for Western Hemisphere affairs means there's "nobody there at the
helm driving this policy." Sen. Jim DeMint (R-S.C.) is blocking Valenzuela's con-
firmation due to his objections about the administration's handling of the coup
in Honduras. "I think what Sen. DeMint is doing is unconscionable," Engel said.
"If you care about policy in Honduras or anyplace else, holding up [the assistant
secretary] or the ambassador to Brazil doesn't shift that policy one iota."

As talks to resolve the Honduran crisis continued in Tegucigalpa, Engel said he
hoped ousted President Manuel Zelaya and Honduras' de facto leader, Roberto
Micheletti, would be able to reach a compromise allowing for "free and fair elec-
tions" in November, which could be recognized by the international communi-
ty. "I don't want to think about what if we have a stalemate. I would ... hope that
both sides would understand the bottom line is not either side; the bottom line
is Honduras and the people of Honduras," he said.
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lateral diplomacy for the election can
ensure the peaceful, constitutional and
legal solution Honduras desperately
needs."

Cresencio Arcos, counselor for

government affairs at K&L

Gates in Washington, former

US ambassador to Honduras
and a member of the Inter-American
Dialogue: "Micheletti will not surrender
his seat to Zelaya. Plainly, Zelaya has no
chance under the current circumstances
to return. Micheletti and his supporters
have never been amenable to negotiate
this issue. In fact, the so-called 'golpistas'
have planned it smart. Early on, they rec-
ognized two things. Time was on their
side and the Obama administration was
reluctant about reinstating Zelaya.
Several signals emanating from the
administration strongly suggested this.
One scenario that would allow Zelaya to
return exists, but it is most unlikely. If the
elections truly require validation then
Zelaya may be allowed to be reinstated
just before the balloting begins to provide
legitimacy. At that point, Zelaya would be
unable or severely limited in any attempt
to influence the outcome. Moreover, mer-
ited or unmerited, the chavista factor

worked splendidly to taint Zelaya. After
the coup, the small-country syndrome
swung into action. Honduras being a
small power has no political influence, no
economic power nor military might. It

¢ The small-country syndrome

swung into action. »

— Cresencio Arcos

resorted to its only strength—diplomacy
and negotiations, which is a superpower's
weakest tool. Hence, the Hondurans
entered diplomatic talks (with Costa
Rican President Oscar Arias). Now, they
have dragged the Brazilians, the masters
of public diplomacy, into a tar pit. They
have also confounded the OAS process
and irked Arias as the United States
appears to at least be maladroit.
Tegucigalpa was totally underestimated.
The Hondurans will remember this caper
well into the future."

The Advisor welcomes reactions to the
QA above. Readers can write editor
Gene Kuleta at gkuleta@thedialogue.org
with comments.
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