
QU.S. President Barack Obama
visited Puerto Rico last month in
the first visit by a sitting presi-
dent in 50 years. In addition to

attending a fundraising event, Obama
spoke about the U.S. territory's status and
the economic challenges it faces. What is
the status of the statehood debate in
Puerto Rico and how should the island
resolve it? How should the commonwealth
tackle its high rate of unemployment and
increase in violence? What other issues
are of major concern to Puerto Ricans?

ASergio M. Marxuach, policy
director at the Center for the
New Economy in San Juan:
"When Puerto Rico came under

U.S. sovereignty in 1898, it was a crumbling
colonial backwater of the Spanish Empire.
Sadly, conditions here today are not much
better. Economic activity has contracted
during each of the past five years. During
that period, the island's real GNP shrank
by an aggregate 12 percent and total
employment declined by 18 percent.
Puerto Rico has also been running a fiscal
deficit for years, and its public debt to GNP
ratio is close to 100 percent, excluding an
unfunded pension liability of $25 billion. It
should not be surprising that more Puerto
Ricans live on the mainland than on the
island. A significant portion of those who
stay are poor, young, educated and unem-
ployed. Thus, they share the same demo-
graphic characteristics of those Egyptians
who recently took over Tahir Square.

Indeed, the depression-like conditions in
Puerto Rico have generated an unstable
social situation, as evidenced by one of the
highest murder rates in the world. It is evi-
dent that the United States has been remiss
in the fulfillment of its obligations. There is
very little that Puerto Ricans can do to
solve the political status issue. Under the
U.S. Constitution, Congress has plenary
powers over Puerto Rico. It is up to
Congress, then, to set up a fair and binding
process for self-determination. Congress,
however, has consistently refused to do
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President Hugo Chávez returned to
Venezuela before dawn Monday, after
spending nearly a month in Cuba where
he underwent cancer surgery. Chávez
said he is in a difficult battle to regain his
health. See story on page 2.
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Political News

Chávez Receives Hero's Welcome
Upon Return to Venezuela

A cheering crowd greeted President Hugo
Chávez before dawn Monday as the
Venezuelan leader returned to his country
after spending nearly a month in Cuba
receiving medical treatment for cancer,
the Associated Press reported. Chávez,
who revealed last week that surgeons
removed a cancerous tumor from his
pelvic region, spoke to the crowd from the
balcony of his plane after it landed in
Caracas. "We will live!" he said. "We will
be victorious!" Later, on the balcony of
Miraflores Palace, Chávez hugged two of
his daughters and was also joined by his
brother Adán and two of his grandchil-
dren. "Beloved Venezuelan people, I'm
sure you understand perfectly the diffi-
culties of this battle," said Chávez. "No
one should believe that my presence here
... means that we've won the battle." He

added, "We've begun to beat the illness
that was incubated inside my body. ... My
return has begun!" Hundreds of Chávez's
supporters rallied in Caracas' Plaza
Bolívar, holding pictures of the president
and chanting "Viva Chávez!" and "He's

back!" Chávez said Monday that he had
been in intensive care for several days
after his surgery in Cuba. Chávez has not
said what type of cancer he has or
whether he is receiving chemotherapy or
other types of treatment. Based on his
statements, some experts who are not
involved in Chávez's treatment have said
he may be suffering from colorectal can-
cer, the AP reported. Chávez said he is
exercising and eating healthily, adding
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Colombian Troops Narrowly 
Miss Capturing Top FARC Leader

The head of the Revolutionary
Armed Forces of Colombia, Alfonso
Cano, was nearly captured in a raid
by Colombian troops, President
Juan Manuel Santos said Saturday,
the Associated Press reported.
According to Santos, the raid took
place on Thursday after officials
received a tip from within the
group. Cano fled from the camp
within 12 hours of the raid, leaving
behind half of his belongings, he
said.

Mexican Authorities Arrest
Reputed Zetas Co-Founder

Authorities in Mexico said Monday
that they have arrested a reputed co-
founder of the Zetas drug cartel,
who has been wanted in connection
with the killing of a U.S. agent, the
Associated Press reported. Jesús
Enrique Rejón Aguilar was captured
Sunday "without gunfire" in the
town of Atizapán, near Mexico City.
The U.S. State Department had
offered a $5 million reward for
information leading to his capture
after U.S. Immigration and Customs
Enforcement agent Jaime Zapata
was fatally shot in Mexico in
February.

Former Brazilian President 
Itamar Franco Dies 

Former Brazilian President Itamar
Franco died of leukemia Saturday at
the age of 81, Bloomberg News
reported. Franco who was in office
from 1992 to 1995, took power
while Brazil was facing hyperinfla-
tion and a severe economic crisis.
Franco and finance minister
Fernando Henrique Cardoso, who
later became president, introduced
the real and cut spending, taming
inflation.

“ My return has begun!”
— Hugo Chávez 

this. Yet, it is in the best interests of the
United States for Puerto Rico to be suc-
cessful. For example, close to 90 percent
of the $64 billion in public debt issued by
Puerto Rico is owned by U.S. investment
funds. Furthermore, implementing a fair
process for solving the status issue would
send a strong signal to other countries
that face difficult self-determination
claims by minority groups. The case of
Israel and the Palestinians comes to
mind. In sum, the United States has
failed to deliver on its moral, economic
and political commitments to Puerto
Rico. The current crisis provides a good
opportunity to remedy this historical
neglect before the island becomes an
international embarrassment for the
United States."

ALuis Martínez-Fernández, pro-
fessor of history at the
University of Central Florida:
"Obama's June 14 visit to

Puerto Rico was a 'splendid little' visit, to

borrow the often-repeated characteriza-
tion of the so-called Spanish-American
War. Since that war, Puerto Rico has
remained a U.S. territory with various
political status adjustments over the
decades, the most significant of which
was the establishment of the
Commonwealth of Puerto Rico in 1952.
That political formula offers a hybrid
political status. In spite of the manifold
advantages of the commonwealth, status
definition politics continue to divide
Puerto Ricans into supporters of the cur-
rent status, statehood and independence;
each with its respective political party
(Popular Democratic, New Progressive
and Independence). That the island's
main political parties draw their identity
and electoral support from particular
status preferences rather than ideological
orientations is an intriguing phenome-
non, given Puerto Rico's constitutional
impotence to determine a final status
option and the U.S. government's
unwillingness to implement adequate
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that his doctors have told him to limit the
length of his famously long speeches. "I'm
going to rest. Two more minutes," said
Chávez, who spoke for more than a half
hour Monday. But shortly afterward, he
appeared on television, dressed in a suit
and tie, greeting dignitaries from other
countries. Chávez also told state televi-
sion that he does not plan to attend cele-
brations today to mark the bicentennial
of Venezuela's independence.

Economic News

PRI Wins Decisive Victory for
Mexico State Governorship

In a decisive victory Sunday, the candi-
date of Mexico's Institutional
Revolutionary Party, or PRI, kept the gov-
ernorship of Mexico State in the party's
hands, giving it momentum as it seeks to
reclaim the presidency in next year's elec-

tion, the Associated
Press reported. With
91 percent of the bal-
lots counted, PRI
candidate Eruviel
Ávila had 62.4 per-
cent support.
Alejandro Encinas of
the Democratic
Revolution Party, or
PRD, received 21.2
percent support and
Luis Felipe Bravo

Mena of President Felipe Calderón's
National Action Party, or PAN, received
12.5 percent support. The PRD has filed
complaints alleging the PRI violated cam-
paign rules. Mexico State's current gover-
nor, Enrique Pena Nieto of the PRI was
not on the ballot, but he is the frontrun-
ner ahead of the country's 2012 presiden-
tial election.

Company News

France's Carrefour Approves 
Venture with Pão de Açúcar 

The board of France's Carrefour on
Monday approved a plan to merge assets
in Brazil with Companhia Brasileira de

Distribuição Pão de Açúcar, heating up a
battle with Carrefour rival Casino
Guichard-Perrachon, Bloomberg News
reported. Under the deal, Carrefour and
Pão de Açúcar would each own half of the
new enterprise, which would achieve

annual cost savings of at least 600 million
euros ($873 million), said Carrefour.
However, Casino argues the deal violates
an agreement it struck to become the
controlling shareholder of Pão de Açúcar
next year.
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QU.S. Secretary of State Hillary
Clinton announced last month
in Guatemala that the United
States would increase its aid

to Central America to $300 million in an
effort to help the region improve securi-
ty. Altogether, donor nations represent-
ed at the Central American Security
Conference pledged nearly $1 billion in
aid for Central America. Will Central
American governments spend the
money effectively? Do the countries in
the isthmus have a good plan to fight
the drug cartels? Will Central American
countries be able to raise their low tax
collection rates in order to support
security efforts?

AMargaret Daly Hayes, princi-
pal at Evidence Based
Research Inc. in Vienna, Va.,
and professor of security stud-

ies at Georgetown University: "The
Central American Security Conference
in Guatemala was an important step
forward in recognizing that the growing
tide of crime and violence cannot be
addressed by countries alone, and that a
regional approach is required.
Moreover, the strategy acknowledges
that national institutional weaknesses in
crafting and coordinating legislation,
judicial weakness, police and criminal
justice capacity and the failure to
address well-known risk factors for
juvenile violence and criminal behaviors
contribute importantly to the crime
wave. This project is ambitious. Its
strength lies in the fact that heads of
state in the region are backing the strat-
egy. The test will come with their com-
mitment to concrete actions under the

plan. None of the countries have a
strong track record in complex project
implementation. It will be difficult to
move necessary internal changes, like
increased taxes, through rambunctious
parliaments. SICA is not a strong insti-
tution to oversee the coordination and
execution of such an ambitious project;
it will need help. At least one insider has
commented that the group has pre-
ferred that each country oversee its own
projects, an approach that is not likely to
yield needed synergies across borders.
Donors, including the World Bank and
IDB, have promised some $3 billion in
support for the strategy implementa-
tion. Some of this is money already ear-
marked for the region, and money is
often promised but not allocated for
projects like this. Donors must take it
upon themselves to work with the
Central Americans to develop a consoli-
dated execution plan that ensures coor-
dination of projects from different
donors, avoids duplication of efforts
and promotes rigorous evaluation and
accountability for funds. Finally, they
must ensure that local institutions have
a long-term commitment to the desired
outcomes. The United States must also
contribute more than funds to solving
the problems of narcotrafficking, crime
and violence in Central America. For
starters, we must address arms traffic
from the United States and our 'insa-
tiable demand for drugs.' We must get
serious about co-responsibility."

Editor's note: The above is a continua-
tion of a Q&A published in the June 30
issue of the Advisor.

The Dialogue Continues

Will the New U.S. Aid Plan for Central America Succeed?

http://www.thedialogue.org/uploads/LAA/Daily/2011/LAA110630.pdf
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mechanisms for such determination. At
the rhetorical level, U.S. presidents of
both parties have expressed a commit-
ment to respect Puerto Ricans' self-deter-
mined status preference; this has been an
easy stance to adopt, given the fact that
voters are deeply divided on the status
question (roughly 50 percent for com-
monwealth, 47 percent for statehood and
3 percent for independence). While
Obama's rushed and fund-raising-
focused four-hour trip proved insensi-
tive, at least he has not sunk to the levels
of George W. Bush, whose Task Force on
Puerto Rico's Status, which did not
include a single Puerto Rican, produced a
status determination mechanism rigged
to favor statehood. Bush's apparent sup-
port for statehood again proved an easy
stance to embrace, given the absence of
majority support for statehood, and
because Congress, and not the executive,
has the power to allow new states into the
Union. Bush's ostensible preference for
statehood, moreover, was an attempt to
assuage the political and financial sup-
port of pro-statehood insular
Republicans, while his failure to deliver
an honest mechanism for status determi-
nation reflected the desire to obstruct the
addition of a 51st state with two
Democratic senators and six Democratic
members of the House of
Representatives."

AJeffrey L. Farrow, former advi-
sor on U.S. territories including
Puerto Rico to Presidents Bill
Clinton and Jimmy Carter and

to Democrats in the U.S. House of
Representatives: "Whether Puerto Rico
will become a U.S. state or a nation and
whether there can instead be a 'common-
wealth' arrangement that would be dem-
ocratic at the national government level
are the islands' central questions. Its sec-
ond largest party has insisted upon an
unprecedented arrangement under which
Puerto Rico could nullify U.S. laws and
enter into international arrangements as
if it were sovereign with the U.S. perma-
nently bound to this and to granting

greater economic benefits. It supports
continuing the current status—which is
also called 'commonwealth'—until the
United States accepts its new common-
wealth status. But a party faction advo-
cates nationhood in a free (voluntary)
association with the United States similar
to the associations the United States has
with former Pacific territories. In March,
President Obama's Task Force on Puerto
Rico's Status agreed with the past three
administrations that 'commonwealth'
can only be a territory status. It called for
federal legislation to enable Puerto
Ricans to choose the islands' status if they
do not determine a preference under
local law soon. It stated a 'marginal pref-
erence' for one of the choice processes it
identified but said it would support any
fair process. The statehood party, which
dominates the government, recently
accepted an Independence Party proposal
for a plebiscite asking first whether
Puerto Ricans support the current status
and second their preference among state-
hood, independence, and free associa-
tion, calling it 'sovereign commonwealth.'
The vote would be held before 2013.
Puerto Rico's income gap with the United
States has widened since the 1970s
because of the price of oil (which the
island primarily uses for electricity), U.S.
free trade agreements with foreign coun-
tries, and U.S. laws that increase business
costs. 'Commonwealthers' want to nullify
U.S. laws and enter into international
agreements for economic and political
reasons. Statehood would bring several
billion dollars a year in additional U.S.
programs and more political power than
many states, which could lead to more
favorable economic policies. Puerto Rico
has high murder and robbery rates but
relatively low rates of other crimes. The
murders and robberies are largely related
to drug trafficking. "

The Advisor welcomes reactions to the
Q&A above. Readers can write editor
Gene Kuleta at gkuleta@thedialogue.org
with comments.
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