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LATIN AMERICA ADVISOR

Featured Q&A With Our Board of Advisors

Although no official results have
been released, supporters of
President Rafael Correa on
Sunday appeared to have won a
majority of seats in a new assembly
tasked with rewriting the Andean nation's
Constitution. What is the political outlook
for Ecuador in the wake of Sunday's
assembly election results? What changes
do you see Correa pushing through the
assembly? Will he be able to overcome
opposition to his plans? Will the assembly
bring the long overdue political stability
Ecuador needs, or just more instabhility?

Guest Comment: Xavier Andrade:

"The majority of us expected a

victory by the government's

party, but not of these propor-
tions. The government now has a free hand
to continue its political project, whatever it
be. If the government has been cautious in
its initial declarations, including inviting
its opponents to dialogue, in practice it has
little incentive to support a real debate
since, according to the Assembly Law, deci-
sions are made by simple majority, so it is
not necessary to make a deal or negotiate
with anybody. The government's Assembly
members have already announced that one
of their first acts will be aimed at reforming
the legal framework for the banking, min-
ing, and oil sectors. In addition, there exists
the likelihood that the Assembly will sus-
pend Congress, naming a legislative com-
mission to legislate in its place. In this sce-
nario, constitutional reforms are put aside

Inside This Issue

and the Assembly's 'absolute powers' are
taken advantage of to reform and dictate
laws in the short term. I doubt the
Assembly will bring stability to the coun-
try, although it is necessary to recognize
that institutions have not been working as
they were found. The government's power
is now almost total. There is nothing else to
do but wait to see what it does with it."

Guest Comment: Alexei Paez

Cordero: "It's evident that the
government's movement ... has

won the majority of seats in the

future Constituent Assembly. The question
is whether this majority will be limited to
Continued on page 3

PHOTO OF THE DAY

Ecuadorean President Rafael Correa
appears to be in a strong political posi-
tion following Sunday's Constituent
Assembly election.

Photo: Carondelet.
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Number of Cubans Leaving
by Sea at 13-Year High

The number of Cubans leaving their
country has reached the highest
level in 13 years, Reuters reported,
citing US figures released Monday.
The US Coast Guard intercepted
2,861 Cubans crossing the Florida
Straits during the fiscal year ending
September 30, while another 4,825
made it to the US. The two cate-
gories' combined total of 7,686 is
the highest annual figure since more
than 35,000 attempted the sea jour-
ney during the summer of 1994. US
officials attributed the increase in
part to good weather and calm sum-
mer waters.

CVRD Rises to Become Brazil's
Biggest Co. by Market Value

Brazilian mining major CVRD has
surpassed state-run oil giant
Petrobras as Brazil's largest compa-
ny by market value, Reuters reported
on Monday. CVRD's market capital-
ization currently totals about 286.04
billion reais ($US 153.14 billion),
with Petrobras standing at 285.33
billion reais. CVRD has benefited in
the local stock exchange from a
surging metals market, while
Petrobras has recently underper-
formed amid concern about govern-
ment meddling in the firm.

Board of Endesa Chile Approves
Construction of Plant

Endesa Chile, Chile's biggest electric
company, said Monday its board
approved the construction of a
$128.3 million thermoelectric plant
in central Chile. Endesa said the 240
megawatt Quintero plant, which will
be powered by diesel and natural
gas, would go into service in the first
quarter of 2009. The company
signed a contract with General
Electric to provide two turbines for
the plant.
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Political News

Correa Says He Seeks to Dissolve
Ecuador's Congress, Push Reforms

Ecuadorean President Rafael Correa said
Monday he would seek to dissolve
Congress and increase the state's role in
the economy after claiming his supporters
won a majority of seats in an assembly
elected on Sunday to rewrite the Andean
nation's Constitution. "This Congress
must be tossed back onto the street,”
Correa was quoted as telling reporters,
according to Reuters. Correa said a legisla-
tive commission would replace Congress
and that he has a package of 10 to 12 bills
ready, including legislation calling for a
review of competition rules to end what
he calls private monopolies in the con-
struction and mobile phone sectors.
Correa, who claims he may have won as
many as 80 of the 130 seats in the new
Assembly, called on his delegates to end
the Central Bank's autonomy, and elimi-
nate special oil saving funds that restrict
government spending, leading analysts to
question Ecuador's future fiscal stability.
However, the Ecuadorean leader said he
would make no major reforms to the ener-
gy and mining sectors, and that he would
undertake a "friendly" renegotiation of oil
contracts. "We are not a fundamentalist
government. We are pragmatic, we recog-
nize there has to be free competition in
some sectors to improve their efficiency,”
he said. In addition, while Correa said he
would begin the renegotiation of public
debt next year, he said his government
would use more market-friendly mecha-
nisms such as a swap of more expensive
debt for cheaper paper, according to
Reuters. [Editor's note: see related Q&A
on page 1.]

US Data Expected to Show Major
Progress in US-Mexico Drug War

The White House's Office of National
Drug Control Policy (ONDCP) is expect-
ed to release figures today showing it and
Mexico are making major progress in the
war on drugs, Reuters reported. Citing
record lows in US cocaine supplies, fewer
gangland murders, and the capture of sev-
eral powerful drug traffickers, officials

predict a long-term decline in cocaine
shipments across the Mexican border into
the US. They also note that the average
price of a gram of cocaine on US streets
rose 24 percent between January and June
to $118.70, its highest level in at least five
years, because of tight supplies, while
cocaine purity fell 11 percent in the same
period, indicating that less is entering the
US, according to Reuters. "This impact is
historic, this is real progress,"” ONDCP
spokesman Rafael Lemaitre was quoted as
saying. The apparent progress comes amid
a crackdown on drug gangs launched by
Mexican President Felipe Calderon, who
shortly after taking office last December
deployed thousands of police officers,
backed by the army, to drug gangs' strong-
holds. In addition, the US is helping
Mexico with coastal surveillance, resulting
in a sharp rise in cocaine seizures this year,
while Mexico is allowing Colombian anti-
drug agents to infiltrate drug gangs in its
country, according to Reuters. However,
some officials and experts caution that
drug gangs may only be regrouping and
laying low while they weather the current
crackdown.

Company News

Southern Copper Workers in Peru
Expected to Launch Strike Today

Some 2,000 unionized workers of mining
giant Southern Copper were expected to
launch an indefinite strike in Peru today to
demand higher wages, Reuters reported.
"The strike starts October. 2. If the compa-
ny wants to start negotiations, they will
have to do it without stopping the strike,"
Roman More, union leader at Southern
Copper's Cuajone mine, was quoted as
saying. The Cuajone and Southern
Copper's other mine in Peru, the
Toquepala mine, produce a combined
370,000 tons of copper annually, while its
Ilo smelter produces 350,000 tons per
year. The company, controlled by Grupo
Mexico, said it did not have "anything
more to offer" to the workers. Union
workers in Peru, the world's third-largest
producer of copper and zinc, want a big-
ger share of sky-high global prices for
metals.
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Featured 0&A
Continued from page 1

some 70 of the 130 seats in dispute, at the
lowest, or whether it could reach up to
83 or 84, at the highest. The result is sur-
prising, given that the system of allocat-
ing seats favors minorities ... Yet, the gov-
ernment's formidable victory has con-
solidated its positions at the regional and
national level in absolute. The
Assembly's  prospects thus seem
extremely favorable for the government;
it can make decisions from its power
base only, without requiring deals with
other powers, even though President
Correa's first declarations aim to lower
expectations and create an environment
for dialogue. Given the catastrophic dis-
persion of the opposition, this gesture
can be interpreted as an empty conces-
sion. The media, the immense majority
of which was tied to the campaign
against the government in the pre-elec-
toral period, has also been rudely beaten;
no longer can one establish a simple
media-equals-public opinion equation,
which puts them in a confused and weak
situation. The new Assembly's proposals
must aim in several directions: 1) dis-
mantle institutional apparatuses such as
Congress, high tribunals, and control
bodies, where the political opposition
maintains some, albeit residual, influ-
ence, based on the legitimacy conferred
by Sunday's electoral 'tsunami;' 2)
restructure political mediation and rep-
resentation systems, whose decline is evi-
denced daily in the political parties'
plummet to a minimal and irrelevant
presence; 3) make substantial changes to
state institutions, which tend to be legit-
imized in the face of a wave of question-
ing and general anomie; 4) reconfigure
the territory system and the administra-
tive organization of the state; 5) disman-
tle existing fiscal and economic legisla-
tion to enable the redistribution of
wealth, and discipline financial institu-
tions and business leaders ..."

Guest Comment: Andrés Mejia
Acosta: "Correa's overwhelm-
ing victory on Sunday repre-
sents a major turning point in
Ecuadorean politics. It has been more
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than 80 years since a government had a
'majority party' in the legislature, and
that was achieved with the help of fraud-
ulent elections. Sunday's vote confirms
the dissolution of influential political
organizations that played a major role in
the policymaking process since the
return to democracy. But rather than
ending with the traditional clientelistic
form of organization, it concentrates
political dynamics around a single dom-
inating figure. Thus far, the president has
shown very little concern for democratic
procedures, and the Constitutional
Assembly is bound to strengthen
Correa's grip on power. Since January,
Correa sponsored the ousting of demo-
cratically elected legislators; threatened,
intimidated, and intervened in newspa-
pers, and radio and television stations
that opposed the government; and effec-
tively ignored the electoral authority by
openly supporting government candi-
dates for Assembly elections. The newly
elected Assembly will pave the way for
reforms aimed at dismantling the
national legislature, re-centralizing
resource allocation, and re-gaining con-
trol over municipal governments (that
are still in the hands of traditional par-
ties, but elections are due in 2008).
Unlike Morales' assembly, Correa will
face no strong opposition because he
only needs a majority of votes to approve
constitutional reforms. A government-
run Assembly is likely to bring a different
type of political stability to Ecuador. The
president's proven disdain for democrat-
ic procedures and institutions may only
be a taste of things to come."

Xavier Andrade is a Partner at Andrade
Veloz & Asociados in Quito.

Alexei Paez Cordero is a Research
Professor at FLACSO Ecuador.

Andrés Mejia Acosta is Governance
Research Fellow in the Institute of
Development Studies at the University of
Sussex.
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