
QWith the support of acting
President Raul Castro, Cuba has
launched a national debate on
economic reforms and the future

of the country. What will be the product of
the debate? Will the government embark
on real reform, or will it just tweak the
existing model of state control of the
economy? What reforms are the most
likely to be implemented?

AGuest Comment: Philip Peters:
"There are no guarantees, but I
believe there will be reforms in
2008—both within the state sec-

tor and by allowing more private activity.
Like our president, Raul Castro benefits
from being 'misunderestimated,' and it's
hard to imagine him raising public expecta-
tions for change so high if he had no inten-
tion to deliver. Agriculture is the likeliest
starting point. Raul wants to expand prac-
tices that work in that sector—and that can
only mean a turn to more private farms and
cooperatives. Deregulation and microcred-
its would also help. There are big question
marks too. Raul wants to expand foreign
investment. That could mean making con-
ditions more favorable for new partners, or
opening sectors such as agriculture and
sugar that have been closed not by law but
by bureaucratic resistance. A change in
Cuban attitudes there could bring huge
opportunities for non-US investors. He calls
for 'structural changes,' which could mean
reviving proposals shelved a decade ago, to
encourage small and medium enterprise,

both state and private. His most ambitious
goal is to close the income gap between
Cubans working in joint ventures, tourism,
other exporters, and small enterprise, and
those in the old state sector. That would
require much deeper change and finally
ending the dual currency system. If Raul is
serious about that, initial changes next year
would be just the beginning."

AGuest Comment: Jaime
Suchlicki: "The debate is an
attempt to engage the young gen-
eration of Cubans that are alien-

ated from the political system. Periodically,
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Bolivian President Evo Morales (left) on
Thursday welcomed Iranian President
Mahmoud Ahmadinejad in La Paz,
where the two established diplomatic
relations between their countries and
signed a series of economic agree-
ments. See story on page 2.
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Political News
Iranian Leader Meets with Bolivia's
Evo Morales, Signs Accords

Iran's president traveled to Bolivia
Thursday to meet with Bolivian President
Evo Morales and strengthen ties with the
South American nation. Morales called
the visit by Mahmoud Ahmadinejad to
establish first-time diplomatic relations a
historic event, saying the two nations "will
work together from this day on, for our
people, for life and for humanity," the
Associated Press reported. Ahmadinejad
called Morales his "dear brother" and said
the trip would be "the start of deep rela-
tions between both governments."
Ahmadinejad and Morales were expected
to sign accords on energy cooperation that
Bolivian officials say could help Bolivia,
which last year nationalized its hydrocar-

bons sector, to better exploit its huge nat-
ural gas reserves, the second-largest in
South America after Venezuela, the AP
reported. The two leaders were also
expected to sign agreements that would
result in investment in Bolivia's agricul-
tural sector. Ahmadinejad, who is fighting
a US-led effort to isolate his country
because of suspicion he is seeking to
develop nuclear weapons, has found will-
ing allies among left-leaning governments
in Latin America, most notably in
Venezuelan President Hugo Chavez, who
has traveled to Tehran three times since
1999 and signed numerous accords with
his Iranian counterpart. Ahmadinejad has
also been welcomed in Nicaragua and
Ecuador by those countries' presidents,
Rafael Correa and Daniel Ortega, respec-
tively. One exception among left-leaning
countries in Latin America has been
Argentina, which accuses Iran of being
behind the 1994 bombing of a Jewish
community center in Buenos Aires that
killed 85 people. Iran denies any involve-
ment in the bombing.

Lula Calls on US to be More 
Pro-Active in Latin America

The United States should play a more
active role in Latin America's economic
development and stop seeing the region
through a Cold War lens, Brazilian
President Luiz Inacio Lula da Silva said
Thursday, according to Reuters. "I've told
[US President George W.] Bush, the
United States needs to have a pro-active
policy toward Latin America," Lula was
quoted as telling the Record News televi-
sion channel. "All countries want to devel-
op ... and the United States can help." The
Brazilian leader said that the US and
Venezuela have historic differences
because "[Venezuelan President Hugo]
Chavez thinks Bush ordered a coup
against him," but he said that the differ-
ences are mostly rhetorical. "The United
States needs to understand that the Cold

War is over, this issue of who is
Communist and who isn't, is over," Lula
said in response to a question about a
rivalry between the US and Venezuela. He
said Brazil has a good relationship with
both countries because they are important
trading partners. Lula has walked a fine
line between the US and Venezuela, work-
ing with Venezuela to champion South
American integration while working with
the US to promote ethanol production in
Latin America, according to Reuters.
However, Lula, who rose to the presidency
through the ranks of Brazil's leftist
Workers' Party, has largely distanced him-
self from Chavez's nationalist and anti-
market policies.

Economic News

M&A Activity Forecast to Reach 
$38 Billion in Brazil This Year

Mergers and acquisitions activity in Brazil
is set to reach at least 70 billion reais ($US
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Chile's Jobless Rate Rose 
to 11-Month High in August

Chile's unemployment rate rose to
an 11-month high in August, stir-
ring speculation the country's
Central Bank may halt a recent
round of interest rate hikes aimed at
cooling off the economy. The jobless
rate rose to 7.6 percent in August
from 7.0 percent in July, the govern-
ment's national statistics agency
said. Coupled with slowing growth
in industrial production, the
increase in joblessness may lead the
Central Bank to leave its benchmark
interest rate unchanged after raising
it three times since July, analysts say.

Lower House Approves
Tax Extension in Brazil

The lower house of Brazil's
Congress on Thursday approved a
four-year extension of a financial
transactions tax in the first of two
rounds of voting on the measure,
Reuters reported. The key tax, which
accounts for a tenth of federal gov-
ernment revenue, expires in
December. It also faces a vote in the
Senate, where opposition lawmakers
have threatened to block it unless
Senate President Renan Calheiros,
accused of ethics lapses, steps down.

Technip to Build Pipelines for
Trinidad & Tobago's NGC

Technip USA, a unit of French oil
services group Technip, has signed a
contract with the state-owned
National Gas Company of Trinidad
and Tobago, or NGC, to build two
new offshore pipelines, NGC said
Thursday, according to Reuters.
Under the terms of the contract, the
value of which was not reported,
Technip will provide engineering
and design services, and construc-
tion management for the pipelines,
which are expected to be finished by
the end of 2009.

Ahmadinejad called Morales his "dear brother" and said the trip 

would be "the start of deep relations between both governments."



38 billion) this year, down from last year's
volume but still high amid big takeovers in
the metals and steelmaking industries, the
national association of investment banks,
or ANBID, said Thursday, according to
Bloomberg News. "In 2007, the total
should be no lower than 70 billion reais in
terms of transactions and we may have
some surprises from large deals that are
ongoing in the market," Luiz Antonio
Franca, head of the ANBID's M&A sub-
committee, was quoted as saying. Last
year, the country saw record M&A volume
of 89.7 billion reais. Franca, head of
ANBID's M&A subcommittee, said global
market turmoil in July and August
sparked by the crisis in the US subprime
mortgage market affected Brazil's M&A
environment to some degree, but that the
appetite for deals is rebounding.
"Conditions have changed and obviously
when a CEO is going to make a decision,
that may have an influence, but what we're
seeing now is a recovery in the markets,"
Franca said. His comments came as
Brazil's benchmark Bovespa stock index
rose past the 60,000-point mark for the
first time ever on Thursday on expecta-
tions lower interest rates in the United
States will boost appetite for emerging
market securities. In addition, Brazil's
currency, the real, rose to a seven-year
high on Thursday to trade at 1.837 per US
dollar. In the first half of the year,
takeovers reached 23.58 billion reais com-
pared to 18.44 billion reais in the first half
of 2006, according to Bloomberg News.
This year, the metals and steelmaking
industry represented some 38.4 percent of
all M&A transactions, while the agribusi-
ness sector represented 17.8 percent.
Citigroup, ING Groep, and Rabobank
were the top M&A advisors in Brazil,
according to Bloomberg News.

Company News

Venezuela Could Be Buyer of
ExxonMobil's Assets in Argentina

Venezuela may be interested in buying US
oil giant ExxonMobil's assets in
Argentina, Luis Vierma, the vice president
of Venezuela's state-owned oil company,
PDVSA, said Thursday, according to

Reuters. When asked at a natural gas con-
ference if Venezuela was considering buy-
ing the assets, Luis Vierma, a PDVSA vice
president, was quoted as telling reporters,
"I have heard there is some interest."
Earlier this month, the Financial Times
reported that ExxonMobil was asking
$200 million for its assets in Argentina.
The company, which owns a refinery and
590 gas stations in the South American
country, is reportedly frustrated with legal
instability and difficulty making a profit
there. Critics of the government of

President Nestor Kirchner say price con-
trols in place since 2002 have cut off near-
ly all investment in Argentina's energy sec-
tor, causing blackouts and energy short-
ages. However, some media reports say
ExxonMobil's possible sale of its
Argentine business is part of a wider plan
to sell its assets in the region. The oil giant
abandoned a multibillion dollar heavy oil
project in Venezuela in June after the
Venezuelan government seized control of
the project and three others as part of a
nationalization drive in the oil sector.

Capitol Hill Watch
A Weekly Look at US Congressional Activity on Latin America

White House Submits US-Peru Free Trade Agreement to Congress

US President George W. Bush on Thursday submitted to Congress legislation to
implement the proposed US free trade agreement with Peru. Lawmakers will
have 90 days to approve or reject the agreement without making changes, since
it was signed before the expiration of presidential trade promotion authority on
July 1. The proposed trade pact enjoys the backing on Capitol Hill of key
Democratic leaders, including House Speaker Nancy Pelosi (CA) and House
Ways and Means Committee Chairman Charles Rangel (NY), who gave their
support after the Bush administration agreed to include provisions in the agree-
ment shoring up labor rights and environmental protections. The Ways and
Means Committee approved the trade agreement on Tuesday, while the Senate
Finance Committee voted in favor of it on Friday. In a press release, Bush called
the trade pact "a historic development in our relations with Peru, and it reflects
the commitment of the United States to supporting democracy and economic
growth in Peru." Bush also said the trade deal would help Peru fight the cultiva-
tion of crops used to produce illegal drugs "by creating alternative economic
opportunities."

Lawmakers Propose Ten-Year $2.5 Billion Aid Package for Latin America

Lawmakers introduced legislation Thursday that would give Latin America $2.5
billion in development aid over the next 10 years. The bipartisan plan calls for
the funding to be split evenly between the US Agency for International
Development, which will focus on education, housing, and healthcare issues,
and the Inter-American Development Bank (IDB), which will tackle investment
and economic development. In an emailed press release, Senators Robert
Menendez (D-NJ) and Mel Martinez (R-FL) and Reps. Eliot Engel (D-NY) and
Dan Burton (R-IN) called the legislation an "innovative" approach, noting that
the plan would create a matching fund for contributions from the private sector
and IDB member countries, and require recipient nations to make a 10 percent
contribution. "The program I believe is absolutely essential to help the people in
Latin America and the Caribbean economically; because of that, we hope it will
create more stability in the region," said Burton, ranking member of the House
Subcommittee on Western Hemisphere Affairs.
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the Castro brothers have encouraged dis-
cussion and criticism to release internal
pressures. This has been followed by a
clampdown or minor adjustments.
Following Fidel's death, Raul will proba-
bly initiate minor economic changes,
particularly in the agricultural sector to
increase food production. He will also
place greater emphasis on consumer
goods, probably by importing them
from China. I do not expect major struc-
tural changes in the economy and cer-
tainly no political changes. With Fidel

alive, or even when he is dead, it would
be difficult for Raul to reject his broth-
er's legacy of political and economic cen-
tralization. Raul's legitimacy is based on
being Fidel's heir. Any major move to
reject Fidel's 'teachings' would create
uncertainty among Cuba's ruling
elites—party and military. It could also
increase instability as some would advo-
cate rapid change, while others cling to
more orthodox policies. Cubans could
see this as an opportunity for mobiliza-
tion, demanding faster reforms. For
Raul, the uncertainties of uncorking the
genie's bottle in Cuba are greater than
keeping the lid on and moving cautious-
ly. For the past 47 years, political consid-
erations have always dictated economic
policies."

AGuest Comment: Paolo
Spadoni: "A national debate on
economic reforms in Cuba is
not something new. Under the

leadership of Fidel Castro, the island's
authorities launched similar grassroots

discussions on market economics in the
late 1980s and mid-1990s. Both processes
did eventually lead to substantial changes
in Cuba and the adoption of some capi-
talist-style reforms. The novelty this time
is that Raul Castro is encouraging a much
broader debate on the shortcomings of
the socialist system in order to identify
effective ways to increase the purchasing
power of Cuban wages, stimulate domes-
tic agricultural production, and improve
the deplorable conditions of transporta-
tion, housing, and other basic infrastruc-
ture. Something more than a few cosmet-
ic changes may be on their way in Cuba,
although Raul will likely avoid a rapid and
sweeping transformation of the current
economic system and opt for a more
gradual and relatively narrow acceptance
of market mechanisms within the existing
socialist framework. Considering the
problems with food availability and
unprecedented levels of imports, decen-
tralizing measures and new investments
in the agricultural sector should be top
priorities for the Cuban government.
Other likely reforms to be introduced in
the near future will instead tackle wide-
spread inefficiencies and corruption prac-
tices by granting increased managerial
autonomy to small- and medium-sized
state firms, favoring material over moral
incentives, and perhaps easing some
restrictions on joint ventures and private
entrepreneurs."

Philip Peters is Vice President of the
Lexington Institute and writes about this
and other issues online at The Cuban
Triangle,

Jaime Suchlicki is Director of the
Institute for Cuban and Cuban-American
Studies at the University of Miami.

Paolo Spadoni is a Visiting Assistant
Professor in the Department of Political
Science at Rollins College in Winter Park,
Florida.

Latin America Advisor 
is published every business day by the 

Inter-American Dialogue, Copyright © 2007 

Erik Brand,
General Manager, Publishing

Robert Simpson,
Editor

Elisabeth Burgess,
Reporter

Danielle Jetton,
Computer Services Coordinator

Katie Buckland,
Staff Intern

Inter-American Dialogue:
Peter Hakim, 

President

Michael Shifter, 
Vice President, Policy

Joan Caivano, 
Director, Special Projects

Dan Erikson,
Senior Associate, US Policy

Claudio Loser,
Senior Fellow

Manuel Orozco,
Executive Director, Remittances and Rural

Development Project 

Tamara Ortega Goodspeed, 
Senior Associate, Education

Marifeli Pérez-Stable,
Vice President, Democratic Governance

Jeffrey M. Puryear, 
Vice President, Social Policy

Viron Vaky, 
Senior Fellow

Subscription Inquiries are welcomed at 
freetrial@thedialogue.org 

Latin America Advisor is published every
business day by the Inter-American Dialogue
1211 Connecticut Avenue, Suite 510
Washington, DC 20036
Phone: 202-822-9002  Fax: 202-822-9553

The opinions expressed by the members of the
Board of Advisors and by guest commentators do
not necessarily represent those of the publisher. The
analysis is the sole view of each Advisor and does not
necessarily represent the views of their respective
employers or firms. The information in this report
has been obtained from reliable sources, but neither
its accuracy and completeness, nor the opinions
based thereon, are guaranteed. If you have any ques-
tions relating to the contents of this publication,
contact the editorial offices of the Inter-American
Dialogue. Contents of this report may not be repro-
duced, stored in a retrieval system, or transmitted
without prior written permission from the publisher.

Page 4 of 4Copyright © 2007, Inter-American Dialogue

IInntteerr--AAmmeerriiccaann DDiiaalloogguuee’’ss LLaattiinn AAmmeerriiccaa AAddvviissoorr FFrriiddaayy,, SSeepptteemmbbeerr 2288,, 22000077

Featured Q&A
Continued from page 1

“ For Raul, the uncertainties of

uncorking the genie's bottle in

Cuba are greater than keeping the

lid on and moving cautiously.”
— Jaime Suchlicki
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