
QVenezuelan President Hugo
Chavez last week proposed
major constitutional reforms,
including an elimination of pres-

idential term limits and measures aimed at
increasing government control over the
economy. Do you think the reforms will be
passed? Does the opposition have the
strength to block them? 

AGuest Comment: Javier Corrales:
"The government is no longer
trying to hide that it has long for-
gotten about 'participatory

democracy,' its 1999-2004 slogan. No
mechanisms have been set in place for
obtaining input from non-Chavistas. This
violates both Venezuelan and Latin
American trends. I do not know of any
constitutional change in Latin America in
the last 20 years, except in Cuba, where
input from the opposition was deliberately
avoided. In 1999, when Chavez did not
control Congress, Chavez changed the
Constitution, not through Congress, but
through a constituent assembly, where he
controlled 95 percent of the seats. Now that
he controls Congress entirely, Chavez
wants to change the Constitution by using
Congress, rather than through a popularly-
elected constituent assembly. The pattern is
clear: Chavez does what he can to avoid
having to listen to the opposition. The
most important change announced is
extending the duration of the president's
term in office and allowing re-election as

many times as the president wishes. This
also violates everything that democrats in
Latin America have done since the Mexican
Revolution to suppress the tendency of
caudillos to perpetuate themselves in
power. The president already controls the
oil sector (which gives him control over
spending), the military (which lessens the
chance of coups), the judiciary (which
saves him from potential legal challenges),
the electoral monitoring bodies (which
allows him to apply the rules that disfavor
the opposition), and increasingly the
media (which is yielding an oligopoly on
information). Now, Chavez will get the
right to seek re-election indefinitely. No
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Cilia Flores, the head of Venezuela's
National Assembly, yesterday said the
constitutional referendum could take
place in early December. See story on
page 2.

File Photo: www.ciliaflores.com.



Political News

Venezuelan Congress Gives Initial
Approval to Chavez Reforms

Venezuela's congress gave initial approval
Tuesday to constitutional reforms that
could allow President Hugo Chavez to run
for re-election, news wires reported late
Tuesday. During the first debate of the
proposed changes to the South American
country's Constitution in the National
Assembly, Cilia Flores, the assembly chair
and a supporter of Chavez, recommended
that legislators would debate and endorse

"en bloc" the 33 articles Chavez has offered
for amendment, daily newspaper El
Universal reported. "It is a comprehensive
proposal, a proposal en bloc. Articles are
related each other, and they are linked
with a country project. Amendments are
consistent with a country project," Flores
said, according to the report. Flores said
that the National Assembly would ask the
National Electoral Council to make prepa-
ration for a referendum. She anticipated
that the referendum could be held in early
December, according to the report.

North American Leaders Advance
Business Agenda at Summit

The heads of Canada, Mexico and the
United States yesterday wrapped up the
North American summit in Montebello,
Canada, advancing an agenda aimed at
improving the business climate and global
competitiveness of the region. In a joint
statement, US President George W. Bush,
Mexican President Felipe Calderon and
Canadian Prime Minister Stephen Harper
said they "share a commitment to ensure
North America remains a safe, secure and
economically dynamic region, and a com-
petitive player in global markets."

Following up on previous commitments,
the Montbello summit addressed a North
American plan for avian and pandemic
influenza, a regulatory cooperation frame-
work agreement, an intellectual property
action strategy, and an agreement to coop-
erate on energy. The leaders also
announced five new areas of priority lead-
ing up to the 2008 North American sum-
mit, which will be held in the US: enhanc-
ing the global competitiveness of North
America; food safety; sustainable energy
and the environment; secure borders; and
emergency management and prepared-
ness. The leaders did not specifically ham-
mer out details for the newly offered US
aid plan for Mexican counternarcotics,
however. In a press briefing yesterday,
Bush said the two governments still need
to explore more specifics of the plan.
"There's all kinds of speculation about the
size of the package, this, that and the
other. All I can tell you is the package,
when it's developed, will be robust enough
to achieve a common objective, which is
less violence on both sides of the border,
and to deal with narco-trafficking," Bush
said. [Editor's note: see related comment
on page 3.]

Economic News

Dominican Republic June Exports
Increase by 52 Percent 

The Dominican Republic's exports
increased by 52 percent in the month of
June compared to the same month a year
ago, the Caribbean country's Center for
Export and Investment said Tuesday,
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Jamaica Setting New National
Election Date in Dean Aftermath

Jamaica will most likely reschedule
its August 27 national elections for
September 3 as a result of Hurricane
Dean. Jamaica's cabinet met into the
evening yesterday to consider a new
election date, the Jamaica Gleaner
reported. Governor-General
Kenneth Hall will take the cabinet's
recommendation and make a final
decision this week. Prime Minister
Portia Simpson Miller, who had
been leading the race amid high
voter apathy, could gain or lose sup-
port in the election depending on
her government's performance in
hurricane cleanup efforts.

Carlos Muriel to Run ING's Latin
America Insurance, Pension Ops

New York-based ING Americas
announced Tuesday that Carlos
Muriel, 47, has been named CEO
and president of its insurance and
pension operations in Latin
America, effective January 1, 2008.
Muriel will replace Robert Crispin,
61, who recently announced his
retirement. Muriel, who is currently
chairman and CEO of ING Mexico
and is based in Mexico City, will
oversee ING's insurance and pen-
sion operations in Brazil, Chile,
Colombia, Mexico, Peru, and
Uruguay.

Taiwan President Arrives on
Central American Tour

Taiwan's president, Chen Shui-bian,
is scheduled to arrive in Honduras
today, where he will meet with
Central American heads of state
over four days. After the summit,
President Chen will visit El Salvador,
making his first trip there since
2001, as well as Nicaragua. Costa
Rica earlier this year broke diplo-
matic ties with Taiwan in favor of
China, a setback for Chen.

Flores anticipated that the 

referendum could be held 

in early December.

President Leonel Fernandez has been
focusing on education as the path to
extending benefits of economic growth to
more constituents. Will voters see enough
gains before next May's election?
File Photo: Government of the Dominican Republic.



according to daily newspaper Listin
Diario. The value of exported goods rose
to $241 million in June of 2007 compared
to $158 million in the same month last
year. Sugar cane exports, valued at $12
million, rose 26 percent. Over 34 percent
of the Dominican Republic's June exports
were destined for the United States,
according to the report. Despite the strong
economic growth that the nation has
experienced since President Leonel
Fernandez took office in 2004—the
International Monetary Fund expects
growth to reach 6.0 percent in 2007 and
4.5 percent in 2008—the benefits of the
rising economic tide continue to elude
average citizens  according to polls.
Despite being considered the most popu-
lar political figure in the Dominican
Republic today, Fernandez commands
only a 31 percent "positive" performance
rating over the past three years, compared
to 42 percent as "negative," according to
polls cited by research analysts at JP
Morgan today. But with May 2008 elec-
tions on the horizon, Fernandez may be in
a strong position, after all. "While the lat-
est poll will surely ring alarm bells in the
administration, we still see Fernandez as
the odds-on favorite next year, given the
lack of a viable challenger from the two
main opposition parties," JP Morgan ana-
lysts wrote.

Company News

Vivendi Wins ICSID Ruling Against
Argentine Province

Paris-based Vivendi announced Tuesday
that it had won over $105 million in an
arbitration ruling against an Argentine
province. The International Center for
Settlement of Investment Disputes
(ICSID) this week ruled in favor of
Vivendi and Compania de Aguas del
Aconquija (CAA), Vivendi's Argentina
subsidiary, in a dispute over a water con-
cession of the Argentine Province of
Tucuman. The dispute dates back nearly a
decade, to a 1995-1997 concession. The
ICSID determined that acts of provincial
officials, who Vivendi's subsidiary accused
of changing the terms of the concession,
violated the rights of Vivendi, its sub-

sidiary, and the bilateral treaty between
France and Argentina that protects foreign
investors in both countries. The tribunal
awarded Vivendi and CAA $105 million
for damages plus interest and costs. Latin
America has a relatively high number of
ICSID cases pending compared to other
areas of the world, many of which date
back to the wave of privatizations across
the region in the late 1990s. Argentina
alone is defending numerous treaty cases
with cumulative claims approaching an
unprecedented $20 billion, Jonathan
Hamilton, a partner at Washington law
firm White & Case, told the Advisor last
year. [Editor's note: see related Q&A in the
October 4, 2006 issue of the weekly Energy
Advisor.]

Infosys Technologies Launches First
Latin American Subsidiary

Indian global outsourcing giant Infosys
Technologies said on Tuesday it had cre-

ated its first Latin American subsidiary.
The new unit, to be based in Monterrey,
Mexico, will provide "nearshoring" busi-
ness consulting and information technol-
ogy services for clients in North and South
America and Europe, the company said.
The subsidiary will focus on clients in
banking, financial services, retail, con-
sumer packaged goods, and the energy
and utilities sectors. Mohit Joshi will head
the new business, which will employ 250
people in the first year and nearly 1,000
people in its third year of operation. With
over 75,000 employees worldwide, Infosys
and other companies like it have been crit-
icized by some politicians in the US for
"outsourcing" vast numbers of service sec-
tor jobs to low wage countries. But in
recent years, experts have pointed out that
factors such as time zone alignment and
English/Spanish speaking skills make
keeping IT services within the Western
Hemisphere increasingly attractive. Costa
Rica has become a hub of such operations.

QThe United States is reported-
ly close to finalizing a US
counterdrug aid package for
Mexico said to be the biggest

such assistance package after the
multibillion dollar, multiyear Plan
Colombia. What impact do you see US
aid having on Mexico's drug war? What
enthusiasm is there in the US Congress
for such aid given disappointment
among many lawmakers with Plan
Colombia?

ABoard Comment: James R.
Jones: "It's important to give
President Calderon and the
Mexican government maxi-

mum assistance in their courageous
fight against illegal drug organizations.
These criminal organizations are threat-
ening democracy in some parts of
Mexico and must be disrupted.
However, we should be realistic. As long
as the United States market for illegal
drugs stays as lucrative and large as it is,

criminal groups will find a way to supply
drugs to our country. But Mexico needs
help to disrupt and harass these drug
groups. If the Mexican government's
campaign remains relentless, it could
have the effect of moving these drug
groups outside of Mexico. That in itself
would be in the best interest of US eco-
nomic and foreign policy. But true suc-
cess against drug trafficking will only
occur when the huge demand in the US
is substantially reduced. When illegal
drugs become as anti-social as tobacco
products in the US, then drug trafficking
from outside our borders will begin to
cease."

James R. Jones is a member of the
Advisor board and Co-chair of Manatt
Jones Global Strategies LLC.

Editor's note: the above is a continuation
of a Q&A published in the August 15,
2007 issue of the Advisor.

The Dialogue Continues

What Would More US Aid Mean for Mexico's Drug War?
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domestic institution is left that can
restrain this president. The other
changes announced—the elimination of
the Central Bank's autonomy, a change
that has de facto already occurred, and
the empowerment of local councils—
will allow the executive branch to amass
even more control."

AGuest Comment: Julia Buxton:
"The proposed reforms were
long anticipated. They are an
attempt to institutionalize

existing trends in policy and governance.
The elimination of presidential term
limits is not controversial—particularly
given the right to recall referenda. The
economic amendments are more prob-
lematic. They will not enhance trans-
parency and they will heighten insecuri-
ty. The reform project may prove to be a
double-edged sword for Chavez. Surveys
indicate there is not a popular appetite
for change. Although this may alter as
debate broadens, the government will
have to expend energies convincing the
electorate of the necessity of the meas-
ures. The proposals will also likely pro-
voke intense debate within the Chavistas,
particularly as they come at a time of
inward reflection for the Bolivarian proj-
ect. But this could be a constructive
development for the Chavistas, and
anticipated schisms go against the idea of
a monolithic government and political
landscape. The opposition may have
once again been wrong-footed and they
appear to be placing themselves on the
margins of debate. Early statements have
been hyperbolic—condemning the 'fas-
cist' nature of the changes. This language
posits a polarized view that has never
been appealing to the 'ni-ni' sector of the
electorate. Given identification with the
opposition is in single figures, the oppo-
sition should be thinking more con-
structively about how to engage with this
debate."

ABoard Comment: Beatrice
Rangel: "They certainly will. I
fail to see any checks and bal-
ances to the exuberant power

of the Venezuelan executive in the coun-
try's institutional framework. Like his
19th century predecessors, President
Chavez has built a system that is guided
and operated by him. Traditional and
new political parties are nothing but
shadows. His own party is a loosely held
amalgam of people that lack ideological
inspiration, organizational platform,
and, most importantly, a consolidated
leadership. Access to perks and riches
springing from the oil bonanza acts as
the cohesive variable. Those that cooper-
ate and support the system are hand-
somely rewarded; dissenters are sent to a
virtual Gulag, where they are denied
identity, jobs, and public services. The
evolution of populism involves three
stages. First comes the seizing of power,
whereby political institutions are taken
over through legal and—from the 20th
century to today—democratic means.
They are promptly stripped of competi-
tive and balancing features. The second
stage entails penetrating and destroying
intermediation institutions created by
civil society (parties, unions, NGOs).
Finally comes the takeover of the econo-
my. This is the final stage, as monopoly,
whether economic or political, exhausts
the sources of rent extraction.
Competition eventually emerges from
within. But even in this rapidly changing
world, the populist cycle can be long and
quite destructive."

Javier Corrales is an Associate Professor
of Political Science at Amherst College.

Julia Buxton is a Senior Research Fellow
at the Center for International
Cooperation and Security at the
University of Bradford in the UK.

Beatrice Rangel is a member of the
Advisor board and Managing Director of
AMLA Consulting.
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