
QBolivia's opposition staged a
one-day general strike on
September 8 in four of Bolivia's
nine provinces to protest

President Evo Morales' efforts to reform
the country's Constitution. What's at stake
in the constitutional reform agenda? By
boycotting the Constituent Assembly in
protest, will Bolivia's opposition become
marginalized? Or will its economic
strength enable it to pressure Morales
effectively?

AGuest Comment: Jaime Aparicio:
"The Constitutional Assembly
just approved its regulations by a
simple majority and without the

presence of opposition members, who
insisted on a two-thirds majority for
rewriting the Constitution. Evo Morales'
MAS party holds 137 seats, but is under the
two-thirds to rewrite the Constitution on
its own. The other political parties and
some regional authorities accused Morales
of trying to 'overturn Bolivia's democracy.'
The four departments of the country that
curve around the southeastern lowlands,
known as the Media Luna, organized a
regional strike in response to 'the ruling
party's dominating and arbitrary handling
of the assembly.' On the other side,
President Morales called on social move-
ments, a euphemistic name for the
cocaleros, and other unions under his con-
trol, to defend by any means the Assembly's
decision to grant itself powers that super-
sede those of the executive, legislative, and

judicial branches. As a consequence,
Bolivia is politically and geographically
split in two. Conflicting visions proclaim
different political, economic, and social
systems: the centralized state as the axis of
economic and social life—Cuban style—
against economic freedom, decentraliza-
tion, and the private sector as the engine of
economic growth. Under those conditions,
would a new Constitution solve the crisis?
There are two possible scenarios: an agree-
ment among all the different political
actors, a new social contract reaching con-
sensus; or the imposition of a Constitution
that would allow the MAS to control the
state. Bolivians still have hope that Morales
will understand key concepts for the coun-
try's political success, including those of
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Andres Manuel Lopez Obrador and
his supporters this past weekend
ended their occupation of Mexico
City's main Zocalo square.

Photo: Lopez Onbrador's official Web site.



Political News

Lopez Obrador Ends Occupation 
of Mexico City's Zocalo

Mexican presidential runner-up Andres
Manuel Lopez Obrador and his support-
ers ended their seven-week occupation of
Mexico City's main Zocalo square this
past weekend, but Lopez Obrador vowed
to continue to protest the outcome of the
July 2 presidential election, which he
insists he won, Reuters reported. "We are
going to keep fighting without backing
down," Lopez Obrador declared on
Friday. On Saturday, a "National
Democratic Convention" that was con-
vened in the Zocalo named Lopez
Obrador "legitimate" president of a "par-
allel government" and formally refused to
recognize the victory of Felipe Calderon,
whom Mexico's top electoral court on

September 5 officially declared the winner
of the July 2 election, rejecting Lopez
Obrador's allegations of fraud. According
to official results, the conservative
Calderon defeated the left-leaning Lopez
Obrador by just 0.58 percentage points, or
about 234,000 votes of 41 million cast.
Calderon takes office for a six-year term
on December 1. One Lopez Obrador aide,
former Congressman Jose Agustin Ortiz
Pinchetti, said that the creation of a paral-
lel government was not a call "for an
insurrection" to overthrow the govern-
ment, and that the Convention did not
vote to pay taxes to the parallel govern-
ment or break existing laws, according to
the Associated Press. Lopez Obrador has
pledged a campaign of peaceful resistance
in opposition to the Calderon govern-
ment. In a final, if only symbolic, victory
for the presidential runner-up, outgoing
Mexican President Vicente Fox was forced
to cancel an annual Independence Day
Ceremony, traditionally held in the

Zocalo, on Saturday because of the
prospect of possible violent clashes with
Lopez Obrador's supporters. Instead, the
ceremony, known as el grito, or "shout,"
was held in the town of Dolores Hidalgo,
170 miles northwest of Mexico City.

Venezuela's Chavez Hosts 
Visit by Iranian President

Venezuelan President Hugo Chavez on
Sunday hosted a visit by his Iranian coun-
terpart, Mahmoud Ahmadinejad, in a
meeting meant to cement ties between the
two ardent critics of the United States.
Chavez, who welcomed Ahmadinejad at
Caracas' airport, said the countries' "two
revolutions are giving each other a hand"
and said Iran is "threatened by the
American empire," a reference to US-led
efforts to force Iran to come clean about
its nuclear program, which Washington
suspects is aimed at developing nuclear

weapons, according to Reuters. Chavez
accused the US of spreading rumors that
Ahmadinejad's visit was to secure
Venezuela's uranium for its nuclear pro-
grams. "They don't
get tired of lying," he
was quoted as saying.
Chavez has offered to
help Iran if the US
attack Iran's nuclear
programs, although
he has not said what
form that help would
take. Chavez has said he would be interest-
ed in working on technology with Iran if
Venezuela ever developed a nuclear pro-
gram. Ahmadinejad said during his visit
that he felt like he was in his "second
home" and called Chavez "the champion,
the leader in the fight against imperial-
ism," according to Venezuela's ministry of
communications and information. "We
have to be united," the Iranian leader said,
according to Reuters. "I salute all the revo-
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Mexico Says to Re-Evaluate
Relations with Venezuela

The outgoing government of
Mexican President Vicente Fox said
Sunday it was re-evaluating diplo-
matic relations with Venezuela after
Venezuelan President Hugo Chavez
the day before accused Fox's
National Action Party of stealing the
election on behalf of its candidate,
Felipe Calderon, the Associated
Press reported. "The Mexican gov-
ernment rejects completely the judg-
ments expressed about the Mexican
electoral process and its results," the
foreign ministry said, adding that it
was "evaluating the level of rela-
tions" to maintain with Venezuela.

Torrijos Predicts Panama's
Growth to Top 6 Percent in 2007

Panama will see economic growth of
more than 6 percent in 2007, with
good performance in the country's
ports, tourism, and telecommunica-
tions sectors, President Martin
Torrijos said Saturday, according to
Reuters. "We have not finished cal-
culating the figures, but there is
going to be sustainable economic
growth of above 6 percent," Torrijos
said. Panama's economy grew 6.4
percent in 2005 and is predicted to
reach between 7.5 and 8 percent this
year, according to Reuters.

Haiti Asks for US to
End Arms Embargo

Haitian Prime Minister Jacques
Edouard Alexis asked the US to end
a 15 year-old embargo on arms
sales, Reuters reported. "How can
the police be effective if they cannot
get the weapons and armament they
need to carry out their difficult mis-
sion?" Alexis was quoted as saying.
The US imposed the embargo in
1991 to keep arms out of the hands
of the Haitian military and groups
accused of human rights abuses.

One Lopez Obrador aide said that the creation of a parallel government

was not a call "for an insurrection," and that the Convention did not vote

to pay taxes to the parallel government or break existing laws.

Ahmadinejad and
Chavez. 
Photo: ABI.



lutionaries who oppose world hegemony."
Chavez and Ahmadinejad signed 34 coop-
eration agreements during their meeting,
with deals to work together in such areas
as oil and gas, housing, cement produc-
tion, aircraft manufacturing, tax adminis-
tration, and others, according to the
Venezuelan communications and infor-
mation ministry.

Economic News

Bolivian Hydrocarbons Minister
Andres Soliz Steps Down

Bolivian Hydrocarbons Minister Andres
Soliz resigned on Friday, just a day after
the government suspended a key part of
its plans to nationalize the South
American country's oil and gas sector.
According to state news service ABI, Soliz
said in a resignation letter that he was
resigning for personal reasons communi-
cated to President Evo Morales in May.
However, the resignation took place just a
day after Bolivia suspended a decree,
signed by Soliz last
Tuesday, that transfers
control of refining and
the sale of oil and gas
derivatives in Bolivia
from Brazil's state-
owned Petrobras to
Bolivia's national oil and
gas company, YPFB. The suspension
came after Brazil, the biggest investor in
Bolivia's oil and gas sector, threatened a
strong response to what it called Bolivia's
"unilateral decision." Brazil's state-owned
Petrobras said the measure would make its
refinery operations in Bolivia "completely
infeasible" and threatened to take legal
action either in Bolivia or through an
international court. Bolivian government
spokesman Alex Contreras said Sunday
that Morales regretted Soliz's resignation
and affirmed that the process of national-
ization was "unstoppable," according to
ABI. The government immediately named
Planning Minister Carlos Villegas to
replace Soliz, and Villegas promised that
the government's plans to renegotiate
contracts with Petrobras, Spain's Repsol,
and other companies by a November 1
deadline would stay on track.
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WASHINGTON—This past weekend, economic policymakers and
financiers from all over the world gathered in Singapore in what is
arguably the most important annual worldwide economic event: the
annual meetings of the World Bank and International Monetary
Fund.

With no country in serious crisis, the annual meetings focused on a
new reality: the increasing importance of developing and emerging
economies. Because of their growing role, this group of countries is seeking greater
representation and voting power in the international organizations. The voting power
is determined by the relative level of quotas for each country, broadly based on its level
of income and international trade. The increase in quotas for developing countries is
a fair request, given the fast growth of developing countries, at the expense of devel-
oped countries, and particularly in Europe. In recognition, the IMF has proposed
adjustments in the voting power of China, Korea, Mexico, and Turkey—four clearly
under-represented countries.

Latin America has been a vocal proponent for a revision of quotas. However, looking
at current indicators of relative economic importance, a revamping of quotas may
actually reduce, or at most keep constant, the region's voting power at current levels.
This is illustrated in the table below. It shows different regions' quotas (and voting
power) at the IMF; their participation in world output in current dollars and in pur-
chasing power parity (PPP) terms, to account for differences in prices in different
countries; and in total world trade. The PPP calculation is used as an argument to
show that developing countries, like China, India, and others, are under-represented.

The table clearly shows that the quota participation of developing and emerging coun-
tries in Asia is much smaller than their participation in world trade and world GDP,
on the basis of PPP, although less so in terms of current dollars. The Euro area seems
clearly over-represented, except for international trade, mostly reflecting intra-region-
al trade. The US is under-represented except in terms of its international trade. In con-
trast, Latin America seems to be over-represented, even in terms of PPP-based GDP. In
that sense, Latin America may be better served with the current voting structure,
although with adjustments in the relative share of different countries, for example a
reduction in the voting power of Argentina and Venezuela in favor of Brazil, Colombia,
and Mexico, reflecting shifting economic fortunes over the last decades.

By the Numbers
A monthly look at Latin American data by the Dialogue's Claudio Loser

Revamp of IMF Quotas Could Reduce Region's Voting Power

IMF quota
GDP           

(US dollars)
GDP            

(PPP-based)
Intl. Trade

World 100.0 100.0 100.0 100.0
Advanced Economies 60.2 74.7 51.4 68.6

Euro Area 23.6 21.2 14.4 27.4
US 17.1 27.6 20.2 7.7

Developing Countries 39.8 25.3 48.6 31.4
Developing and Newly Industrialized Asia 10.3 12.2 31.1 23.4
LLaattiinn AAmmeerriiccaa aanndd CCaarriibbbbeeaann 77..66 66..00 77..44 33..66

IMF Quotas and Economic Size
(percent of total)

Source: IMF- WEO, IFS, and other published data.

Continued on page 4

Villegas
Photo: ABI.



leadership and consensus-building, and
that he will not insist on imposing a
Constitution, a decision that is already
threatening to divide the country."

AGuest Comment: Pablo
Regalsky: "It is an error to
believe that the Constituent
Assembly that took place in

Bolivia on August 6 is simply the result
of President Morales' interest in chang-
ing the country's institutional structure
and adapting it to his political interests.
In truth, indigenous movements have
been demanding for more than five years
a reconfiguration of the territorial order-
ing that allows the recognition of indige-
nous lands and the recovery of access
rights for natural resources that were not
recognized by liberal reforms. The result
of this error of interpretation is that
Santa Cruz civic leaders, supported
financially by the multinational oil
industry, are confronted by the peasant
and indigenous organizations that in
2003 overthrew President Sanchez de
Lozada. Effectively, the pressure by eco-
nomic groups could make the Morales
government yield, as has already hap-
pened in recent weeks with the suspen-
sion of the hydrocarbon nationalization
decree. However, it will be hard for that
pressure to make an impression on the
indigenous movements, which are char-
acterized by their independence from the
Morales government. There is the threat
of an indigenous siege of the Santa Cruz
Industrial Fair this week. Far from estab-
lishing a movement for the respect of
democratic guarantees, the civic move-
ments are exacerbating an ethnic and
class confrontation dressed in racist
rhetoric."

ABoard Comment: Beatrice
Rangel: "The aspirations of
Morales' constituency are sta-
ble jobs, and good education

and health services. To deliver, he has to
promote economic growth. The engine
of growth in a country like Bolivia is for-
eign direct investment, but investors are
finding the current political climate in
Bolivia less than enticing. The rate of
growth is 2.4 percent, far below the level
needed to abate poverty. While Bolivia
could benefit in the short run from high-
er natural gas prices, this windfall in rev-
enues will do little to propel the econo-
my into self-sustaining growth if it is not
coupled with foreign investment. Worse,
should additional revenues be put to use
in increasing public expenditures, infla-
tion will set in. All these events will hurt
Morales' constituency. On the other end
of the political spectrum, constitutional
change is seen as a means of consolidat-
ing control in the executive branch of
government. Democratic freedom and
economic reforms enhanced provincial
autonomy. This mobilization by opposi-
tion forces against constitutional change
does not bode well for the nation's
integrity. Indeed, as economic condi-
tions deteriorate and Morales steps up
radicalization, pressures in favor of
secession will mount, and the country
might face a severe civil conflict."

Jaime Aparicio is a former Bolivian
Ambassador to the United States.

Pablo Regalsky is Academic Coordinator
at the Andean Center for Communication
and Development in Bolivia.

Beatrice Rangel is a member of the
Advisor board, and President and CEO
of AMLA Consulting.
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In sum, Latin America tends to see itself as being treated unfairly by the world com-
munity. It may have to look at this perception carefully, as it may well loose relative
influence, unless it strengthens its performance to keep up with the rest of the
world.

Claudio Loser is a Senior Fellow at the Inter-American Dialogue and former Head of
the Western Hemisphere Department at the International Monetary Fund.
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