
QEcuadorean President Rafael
Correa's popularity has fallen to
57 percent this month, near its
lowest level since he took office

one year ago. What is the outlook for
Correa's presidency in 2008? Will he sur-
vive (politically) the constitutional reform
process?

AGuest Comment: Walter Spurrier:
"Mayor Jaime Nebot's massive
Guayaquil march was the first
show of organized opposition to

the government. Still, the most likely out-
come is that Correa will survive the reform
process. He has in his favor that there is no
alternative government in sight. Correa
will campaign that it is either him or chaos.
He remains popular, plus many disen-
chanted voters will reluctantly vote for his
proposed Constitution, padding the 'yes'
vote. Correa has taken steps to hasten the
reform process: he has requested that the
draft Constitution, which was to take up to
eight months to be ready, be finished by
May 24 so that it may be submitted to a ref-
erendum in July, followed by general elec-
tions—president and congress—in
October, when local elections were already
scheduled. Correa would be up for re-elec-
tion for perhaps a new six-year term. The
biggest threat President Correa faces is a
halt in business investment, as the rules
governing business are being briskly
changed by both the Assembly and govern-
ment. The first of four annual minimum

salary increases was adopted that will hike
the minimum salary an accumulated 71
percent over four years, and a new pre-
sumptive income tax was introduced. To
counter a drop in private investment, the
government will boost public spending:
the $1.4 billion in windfall oil revenues
accumulated by previous administrations
(three GDP points) are to be invested this
year."

AGuest Comment: Riordan Roett:
"Correa will probably survive
because he is the only show in
town. It appears that Alvaro
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Costa Rican President Oscar Arias said
Tuesday he would ask the US to give
his country more time to implement
CAFTA-DR to give lawmakers more time
to make required changes to local
laws. See story on page 2.
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Economic News

Costa Rica to Ask US for More Time
to Implement CAFTA-DR—Arias

Costa Rican President Oscar Arias said
Tuesday he would ask the United States to
give his country more time to implement
the US-Central America-Dominican
Republic Free Trade Agreement (CAFTA-
DR) to give lawmakers more time to make
required changes to local laws, the
Associated Press reported. Arias said
Costa Rica is not on track to pass neces-
sary implementing legislation before a
February 29 deadline, having only passed
four of 13 required legal changes. "It is

obvious that we aren't going to be able to
go ahead, and that in the month of
February we will have to ask for an exten-
sion," Arias was quoted as telling local
news. Costa Rica was the last country to
vote on the trade pact, which has taken
effect in the Dominican Republic,
Guatemala, Honduras, Nicaragua, and El
Salvador. Costa Ricans approved the deal
by a very thin margin in a referendum

vote in October, and Arias signed it into
law in November. But its full entry into
force depends on critical legislation to
reform the insurance and telecom sectors,
whose state-run monopolies must be
reformed to comply with the agreement.
Inter-American Dialogue Vice President
Marifeli Pérez-Stable and Costa Rican
journalist Fabian Borges-Herrero wrote in
the Advisor late last year that opponents of
the agreement "are using stalling tactics to
delay the voting," [Editor's note: see
'Around the Hemisphere' column from
the November 14, 2007 issue of the
Advisor.] Arias said the country's lawmak-
ers will need until at least the second half
of February to pass the remaining legisla-
tion, but he said he would have to speak to
congressional leaders to know for sure.

Lula Proposes to Bush Meeting of
World Leaders on Global Trade Talks

Brazilian President Luiz Inacio Lula da
Silva on Tuesday proposed to US
President George W. Bush a meeting of
world leaders to help conclude global
trade talks, a Brazilian government
spokesman said, according to Reuters.
During a 20-minute phone call between
the two leaders, Lula suggested the meet-
ing take place in April, when they are both
expected to be in Europe, Lula's
spokesman, Marcelo Baumbach, told
reporters. Lula urged Bush to help work
toward a successful conclusion of the
World Trade Organization's current Doha
round of trade talks, Baumbach said. The
six year-old talks have been bogged down
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Argentina’s Inflation Almost Three
Times Official Figure—Union

Consumer prices in Argentina
soared at least 22.3 percent in 2007,
almost three times more than the
official figure of 8.5 percent, the
union representing the govern-
ment's National Statistics Institute
said Tuesday, according to
Bloomberg News. The union
blamed the government for data
manipulation, an assertion that
gained prominence last January
when then-President Nestor
Kirchner shook up key posts at the
Institute, known as Indec. "They
manipulate the indexes so the result
is whatever they want," union leader
Daniel Fazio said.

Venezuelan Bank Robbers 
Caught; Hostages Released

Venezuelan authorities apprehended
four would-be bank robbers and
freed their hostages on Tuesday,
after a more than 24-hour ordeal
involving more than 30 captives,
including children, Agence France-
Presse reported. The robbers were
granted their request to escape from
the town of Altagracia de Orituco in
central Guarico state in an ambu-
lance with six of the hostages, but
they surrendered when authorities
intercepted them east of Caracas a
few hours later.

Close to Half A Million Brazilians
Murdered in Past Decade—Study

Some 465,000 Brazilians were mur-
dered between 1996 and 2006,
according to a study published
Tuesday by two aid groups and the
federal government. The study
noted that the number of homicides
fell for the third consecutive year in
2006 to 46,660 from a peak of
50,980 in 2003, due to better social
welfare, more policing, and fewer
firearms.

“ It is obvious that we aren't

going to be able to go ahead, and

that in the month of February we

will have to ask for an extension.”
— Oscar Arias

Energy Secretary: Bush's 2009 Budget May Propose Change to Ethanol Tariff

The Bush administration's budget for the 2009 spending year may propose eliminat-
ing or phasing out the US tariff on ethanol imports, US Energy Secretary Samuel
Bodman suggested Tuesday, according to Reuters.

Speaking at the US Chamber of Commerce, Bodman said the White House's 2009
budget, which will be sent to Congress next Monday, "will start to deal with that ques-
tion" of whether the 54-cent-a-gallon import tariff should be allowed to expire at the
end of this year or whether it should be renewed.

"I believe that, the best I can tell, [the US ethanol industry] is pretty close to being able
to stand on its own," Bodman was quoted as saying.

Brazil, the world's biggest exporter of ethanol, has lobbied the US to eliminate the tar-
iff.

http://www.ritla.net/index.php?option=com_docman&task=doc_download&gid=244
http://www.thedialogue.org/page.cfm?pageID=32&pubID=1124&s


amid developing country demands that
rich countries slash farm subsidies and
open their agricultural markets and rich
nations' demands that major developing
countries like Brazil and India open their
markets to more foreign farm and manu-
factured goods. As a leader of the G-20
group of developing nations, Brazil has
been a key player in global trade talks.
Bush said he would study Lula's proposal
for a meeting of world leaders, as well as
an invitation by Lula to attend a biofuels
conference in Sao Paulo in November,
Baumbach said, according to Reuters.

Schwab Asks Democrats to Specify
Remedies to Approve Colombia FTA

US Trade Representative Susan Schwab on
Tuesday called on Democrats to specify
what Colombia has to do to reduce vio-
lence against trade unionists before
Congress will approve a free trade agree-
ment with the Andean nation, Reuters
reported. Schwab told reporters that many
lawmakers "have been reluctant or unable
to define" what other steps they want
Colombia to take to reduce the violence
against trade unionists. "You can set goal
posts that are realistic, but tough. You can
set goal posts that are so extreme as to
make it utterly impossible to meet them.
And you can set goal posts and keep mov-
ing them," Schwab was quoted as saying.
"We'll see how the conversations play out."
The Bush administration's top official on
trade said the White House could send the
agreement to Congress for a vote even if it
cannot work out an agreement with con-
gressional Democrats, but expressed con-
fidence a deal could be reached. "I don't
think the congressional leadership wants
to be in a position of denying Colombia a
vote. Colombia deserves a vote," she said.
However, House Majority Leader Steny
Hoyer (D-MD) said there were "no pres-
ent plans" to vote on the trade deal.

Company News

Brasil Telecom Posts 23 Percent 
Drop in Q4 Profit on Higher Costs

Brasil Telecom on Tuesday reported a
205.6 million-real ($US 115.6 million)

fourth-quarter profit, down 23 percent
from the same period a year earlier on
higher costs. In an earnings release, Brasil
Telecom said gross revenues rose 3.2 per-
cent year-on-year to 4.13 billion reais. The
country's third-largest fixed-line operator
said revenues from its fixed-line business
fell 1.4 percent to 2.85 billion reais, but
income from its fast-growing mobile and
data communications businesses rose 11.5
percent and 18.1 percent, respectively, to
542.9 million reais and 735.3 million reais.
However, operating costs and expenses
increased 10 percent year-on-year to 1.97
reais, resulting in a 4.7 drop in EBITDA

(earnings before interest, taxes, deprecia-
tion, and amortization), a key measure of
cash flow, to 902.3 million reais. For full-
year 2007, Brasil Telecom said net income
rose 42.7 percent to 671.3 million reais.
Earlier this month, Oi, Brazil's biggest
fixed-line operator, reportedly offered 4.8
billion reais for control of Brasil Telecom.
Last year, Brazilian Communications
Minister Helio Costa said the government
favored a merger of the two companies to
create a Brazilian company big enough to
compete with Spain's Telefonica, and
Mexico-based America Movil and its affil-
iate, Telmex.
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Noboa's PRIAN and Lucio Gutierrez's
PSP are marginal players. The only chal-
lenge to Correa might come from
Guayaquil Mayor Jaime Nebot, but he
does not have a national constituency
and little support in Quito. If Correa's
Alianza Pais coalition is able to defeat
Nebot in upcoming mayoral elections,
the only realistic opposition will be
removed from the scene. It is likely that
former Finance Minister and current

Minister of Politics Ricardo Patino will
represent Correa in the election. Nebot's
strong suit is his stand in favor of con-
tinued, and possibly greater, municipal
autonomy. Thus far, he has not been able
to build a nationwide coalition of may-
ors to support him. Correa has been able
to neutralize Nebot by splitting the
emerging mayoral opposition by playing
off poor municipalities against a small
number of more prosperous centers.
The president argues that Nebot's model
of tax incentives and public-private part-
nerships will hurt the poorer communi-
ties. As long as Correa retains the sup-
port of the large and influential middle
class in Quito, he will remain in power."

AGuest Comment: Alexei Paez:
"The president's popularity has
effectively gone down, but it
remains at exceptionally high

levels in the Ecuadorean context. The
current 57 percent is something more
than the vote with which he triumphed
in the second round [of the 2006 presi-
dential election], and it's not yet threat-
ening to the government, although
indeed it should make him reshape the
political climate and tactics to be execut-

ed going forward. What should really
cause worry is the whole political
process. The political opposition that
was practically scattered by Correa is
regrouping around Guayaquil Mayor
Jaime Nebot. This opposition is no
longer identified with the so-called 'par-
tyocracy,' but with broader social
groups: sectors of the middle and upper
class that see their interests affected by
policies like the tax reform; interest
groups affected by labor law reforms, like
the high bureaucracy; mining compa-
nies; and other sectors. This convergence
presents a problematic climate going for-
ward, because although its unity is at
once reactive, it has already brought—as
Nebot announced—an escalation strate-
gy that includes institutional conflict
(municipality against government, with-
in the Constituent Assembly), growing
social mobilization, and a rise in the
rhetoric of confrontation. All of this
points to the referendum [to approve the
Constitution]. Much depends on the
change in tactics and political manage-
ment by the president and the govern-
ment, because if it loses the referendum,
Alianza Pais' project would not only have
to be rethought, but it would also proba-
bly lose power. If it doesn't win with a
solid majority, the government will see
its power enormously reduced, and the
situation will tend to get worse, with
growing violence and blockage of [the
government's] most important initia-
tives."

Walter Spurrier is Editor and Publisher
of Análisis Semanal/Weekly Analysis in
Ecuador.

Riordan Roett is Director of the Western
Hemisphere Program at the Johns
Hopkins University's School of Advanced
International Studies.

Alexei Paez is a Professor and Researcher
at the Latin American School for Social
Science (FLACSO) in Ecuador.
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“ Correa will probably 

survive because he is the 

only show in town.”
—Riordan Roett


