
QEarlier this month, Panamanian
Vice President Juan Carlos
Varela blasted President Ricardo
Martinelli following the resigna-

tion of Panama City's mayor. Varela, like
Mayor Bosco Vallarino a member of the
Panameñista Party, accused Martinelli of
ousting the mayor in order to replace him
with a member of the president's own
Democratic Change party. The controversy
is the latest one for Martinelli, who has
had a series of confrontations with the pri-
vate sector, political critics and the news
media. To what extent are the tensions
between Martinelli and various political
actors in Panama affecting Martinelli's
agenda and governance in the country? Is
Martinelli's support eroding? Does
Martinelli have an autocratic governing
style, as his critics have charged? 

AJoaquín Jácome Diez, senior
partner at Jácome & Jácome in
Panama City and former trade
minister of Panama: "Mayor

Bosco Vallarino's resignation under suspi-
cious circumstances caused an unprece-
dented strong reaction by Vice President
Juan Carlos Varela. There are all sorts of
theories circulating about Vallarino's resig-
nation. However, the former mayor has not
given any public statement explaining his
unexpected departure, which has helped
fuel more speculation. There has been a
clash between special interest groups used
to imposing their agenda and President
Martinelli's government. Usually, past pres-

idents yielded to this pressure in order to
avoid confrontation or at least postponed
them until the sunset of their administra-
tions. However, Martinelli's administration
has decided to tackle them head-on. Most
of these groups are linked to or exercise a
direct influence on the country's main-
stream media. Martinelli's government has
a robust agenda on the social and public
investment front and the economy is show-
ing great strength, even though certain rat-
ing agencies had shown concern over pub-
lic spending. Martinelli has gained full con-
trol of the National Assembly and appoint-
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Carlos Escarrá, who oversaw
Venezuela's arbitration disputes with
companies as the country's prosecutor
general and a close ally of President
Hugo Chávez, died Wednesday of a heart
attack. See story on page 2.
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Political News

Venezuelan Prosecutor General
Carlos Escarrá Dies of Heart Attack

Venezuelan Prosecutor General Carlos
Escarrá, 57, who oversaw arbitration dis-
putes between the government and com-
panies, died Wednesday of a heart attack,
officials announced. Escarrá, a close ally
of President Hugo Chávez, died in the
presence of family members, Interior
Minister Tareck El Aissami announced on

government-run television, Bloomberg
News reported. "His passing will no doubt
grieve all of Venezuela and above all, the
revolutionaries of this fatherland," said El
Aissami. Chávez named Escarrá to the
position in August, placing him in charge
of a new council handling demands from
companies whose assets have been
nationalized by Chávez's government.
Before that, Escarrá was a ruling-party
lawmaker. "Mr. Escarrá's death probably
won’t have an impact on Venezuela's arbi-
tration cases," Latin America strategist
Boris Segura at Nomura Securities in
New York told Bloomberg News in an
interview. "Ultimately, the decision mak-
ing on this issue is in the hands of
President Chávez himself, with some
input from Minister of Oil and Energy
Rafael Ramírez." Also on Wednesday,
Venezuela's government said it formally
submitted its withdrawal from the World
Bank's International Center for the
Settlement of Investment Disputes, or
ICSID. The country's 1999 constitution,
which Escarrá helped draft, requires all
disputes over investments to be handled
in Venezuelan courts, the Foreign
Ministry has said.

Economic News

Latin American Leaders Tout
Economic Successes at Davos

Political and business leaders from Latin
America touted the region's economic
successes Wednesday as elites from
around the world gathered at the World
Economic Forum meeting at the Swiss
mountain resort town of Davos, the
Associated Press reported. "Latin America
has never been better equipped to move
forward," said former Mexican central
bank chief Guillermo Ortiz. "We don't
have to worry about inflation shooting up
to 100 percent next year. This is invalu-
able, because it unleashes the possibilities
at a micro level of
doing everything that
we need to do ... This is
really the decade for
Latin America." The
region can provide les-
sons for Europe, where
countries are facing
default amid crushing
government debts, said
former Inter-American
Development Bank
President Enrique Iglesias. In order to
deal with its debt problems, Latin
American countries restructured debt,
boosted taxes, put forth fiscal reforms,
strengthened banks and attracted new
investment. "It's a pity the Europeans did-
n't look—not to copy, but ... it could be of
some use to our European friends," said
Iglesias, the AP reported.

Company News

Nissan to Invest as Much as 
$2 Billion on New Factory in Mexico

Nissan Motor Co. will invest as much as
$2 billion on what would be its third plant
in Mexico, Bloomberg News reported
Wednesday. The Japanese automaker
plans to open the factory late next year in
Aguascalientes, the company said. The
facility will initially produce 175,000 cars
annually before gradually expanding out-
put, Nissan added.
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Argentina's Fernández Returns 
to Work After Cancer Scare 

Argentina's President Cristina
Fernández de Kirchner returned to
work Wednesday after a cancer
scare, the Associated Press reported.
Surgeons removed her thyroid earli-
er this month, only to discover later
that she had been falsely diagnosed
with cancer. Fernández quickly
turned to the issue of the Falkland
Islands. Argentina wants Britain to
renegotiate the islands' sovereignty,
which has strained relations between
the two nations. Fernández also
announced that she will make pub-
lic the "Rattenbach Report," a classi-
fied 1982 analysis of Argentine lead-
ership failures during Falklands War.

Brazilian Central Bank 
Signals Additional Rate Cuts

Brazil's central bank is eyeing addi-
tional cuts to its benchmark Selic
interest rate despite concerns about
inflation in Latin America's largest
economy, Bloomberg News reported
today. In the minutes of its Jan. 17-
18 meeting, the bank said it sees "a
high probability for the realization
of an outlook in which the Selic rate
moves toward a single digit." At the
meeting, the bank's board unani-
mously voted to lower the rate 50
basis points to 10.5 percent.

E.U., Haitian Government 
Sign Agreement to Build Road

Haiti and the European Union
signed an agreement Wednesday to
pave and extend a highway, the
Associated Press reported. The first
phase of the project will pave a dirt
national highway that spans 27
miles, linking the towns of Hinche
and St. Raphael. The second phase
will extend the highway 20 miles
from St. Raphael to Cap-Haïtien in a
bid to improve commerce between
Port-au-Prince and the north.

Escarrá was a former ruling-party

member of Venezuela's 

National Assembly.

Iglesias

File Photo: IDB.
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ed several justices to the Supreme Court.
His influence over the court will be fur-
ther enhanced with the creation of a new
chamber that will require the appoint-
ment of three more justices. Martinelli's
administration enjoyed a healthy
approval rating, which has descended
lately, but the amount of investment spent
on social programs and infrastructure to
those in need helps his popularity. Until
now, the crisis between the president and
vice president has favored the latter. This
situation has created a tense political
atmosphere that could derail all the
progress made during the last decade. It is
of outmost importance that all parties
involved try to tone down the situation
for the country's benefit."

AHeather Berkman, Latin
America analyst at the Eurasia
Group: "Lately, Panama has been
a country of two stories. On one

hand, the country's economic superstar-
dom has made it a regional darling.
Growth reached 10.5 percent last year and
the Panama Canal expansion, infrastruc-
ture projects and a nascent tourism indus-
try all foretell another year of strong
growth. With investment grade already
under its belt and the U.S.-FTA approval
in hand, the Martinelli administration
looks likely to continue steering policy on
a market-friendly path. However, in the
last year, President Martinelli has steadily
consolidated his power. His party gained
control of the National Assembly last
October after engineering enough defec-
tions from rival parties to hold a majority.
Martinelli recently filled two seats on the
Supreme Court with political allies and
will soon appoint enough additional jus-
tices to solidify his influence over court
decisions. Amid his increasing power, in
recent months, the president has stepped
up attacks on the opposition, the media
and even the private sector. Meanwhile,
his approval ratings have declined from
73.3 percent in December 2010 to 47.4
percent in December 2011 (according to
pollster Dichter & Niera), in large part fol-
lowing the August 2011 rupture of his
administration's alliance with the

Panameñista Party. Still, Martinelli's abili-
ty to push his agenda forward is less
secure than it seems and, because of
Panama's tense political climate, even
less-contentious reforms may now face
headwinds. The coming legislative period
is likely to produce further disputes, with
policy taking a backseat to politics.
Already, Martinelli has been forced to
backtrack on a number of controversial
proposals. Pending reforms to the mining
code reform and the electoral system will
probably generate significant opposition
and even unrest once again."

AEric Jackson, editor of The
Panama News: "Ricardo
Martinelli has effective control
over the legislature and the

courts, and is in the process of packing the
Supreme Court to get an absolute majori-
ty of his appointees. The comptroller gen-
eral is supposed to be a legislative
appointee, but Martinelli appointed the
in-house accountant for his private com-
panies to that post. The attorney general
(procurador general) is supposed to be
autonomous, but there is little pretense of
that. Later this year, the Panama Canal
administrator's term expires and that, too,
is constitutionally not a presidential
appointment, but it will be. Also this year,
the term of one of the three electoral tri-
bunal magistrates expires, and although
it's the Supreme Court's prerogative,
Martinelli will appoint him or her. There
is talk of a contrived 'scandal' to oust a
second magistrate to give him absolute
control. The electoral code is being
revised to Martinelli's specifications. Were
elections held now, Martinelli's party
would get less than one-quarter of the
vote—given an honest count. His party's
support has been hovering at a bit more
than 20 percent for many months now.
The land grabs and corrupt contracts hurt
him, but the traffic jams and water out-
ages hurt him worse. 'Autocratic' is not
the right word for a government that has
shown us a televised extrajudicial execu-
tion, headed by a president who compares
himself to Jesus Christ and his opponents
to Pharisees, who goes into red-faced fits
when talking about those his critics. Mr.
Martinelli has everything under control
except for himself."
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