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BRAZIL 
On October 28, Luis Ignacio "Lula" da Silva 
was elected president of Brazil in his fourth 
attempt by 61 percent of the vote to 39 percent for 
his closest rival, José Serra. The election was 
efficiently run, and the campaign was substantive—
a credit to the strength of Brazilian democracy just 
17 years after the end of military rule. Alarmist 
comparisons to Venezuela’s Hugo Chavez are 
misplaced; Lula has always respected democratic 
institutions and processes, and leads an established 
political party, not a personal movement. Lula 
campaigned to bring about change, but his 
administration will probably represent a greater 
change in style than substance. Many of his 
priorities will be the same as Cardoso's—to 
improve the lot of the majority of Brazilians, to 
fight corruption in government, and to curb the rise 
in crime. Brazil's foreign policy will continue to 
center on economic development issues, but Lula 
has pledged to be more assertive, seeking to 
enhance Brazil’s influence abroad. Washington will 
be supportive – President Bush was among the first 
to congratulate Lula on his victory, and invited him 
to make a state visit to Washington. However, the 
U.S.-Brazil bilateral relationship may be shaken by 
a potential U.S attack on Iraq, and the increased 
military presence of the United States in Colombia. 
Miguel Diaz 
 
BRAZIL 
On October 14 during an extraordinary meeting 

Brazil’s Central Bank Monetary Policy 
Committee (COPOM) increased the Bank’s 
Selic interest rates from 18 percent to 21 
percent. The committee voted unanimously to raise 
interest rates by three points in an attempt to 
control inflation—which increased in the past 
month due to depreciation of the Real—keeping it 
just within the 2003 projection. At COPOM’s 
September meeting, Brazil’s economic indicators 
had been quite different. According to the Central 
Bank meeting notes, the inflation rate projection for 
2003 was based on a Real exchange rate of R$3,20 
to the U.S. dollar, but in October the Real hit the 
R$4 mark and is now closer to R$3,80. With a strict 
monetary policy in place, the currency fluctuation 
is less likely to affect domestic prices keeping 
inflation at a stable level.  However, the higher 
interest rates will most likely have a negative effect 
on higher sales, which will be reflected in the next 
two months. Many business owners have 
diminished their supply of goods in fear of slow 
sales.  This already has caused supply shortages in 
certain sales areas. Right now, Christmas sales do 
not seem very promising. Viviane Vanni 
 
MEXICO 
Mexico is facing a moment of truth as it 
prepares to cast a vote on a United Nations 
resolution on Iraq. In October 2001, UN member 
states voted for Mexico to hold one of ten non-
permanent seats on the 15-member UN Security 
Council through December 31, 2003. To the dismay 
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of the Bush administration, Mexico has indicated a 
partiality for France’s more reserved two-stage 
approach on Iraq. The display of an independent 
foreign policy different from that of the U.S., has 
played well to a Mexican audience. Mexico is 
clearly attempting to bolster its negotiating position 
vis-à-vis the bilateral agenda, by leveraging its 
vote. While Mexico is well within its sovereign right 
to cast its vote whichever way it sees fit, the Fox 
Administration will have to make the political cost-
benefit calculation—both at home and in the U.S. 
Should Mexico abstain or vote against the U.S. 
resolution, there will be political implications at 
home and for the bilateral relationship. As this 
goes to press it seems that the Security Council 
language has been modified sufficiently for Mexico 
to support the resolution. Armand Peschard-
Sverdrup 
MEXICO 
On November 19-22, defense ministers from 
Western Hemisphere countries—with the 
exception of Cuba—will be convening in Chile 
for the fifth Defense Ministerial of the Americas. 
 Mexico participated as an observer in the previous 
four meetings, but this will be the first time that the 
Mexican delegation will be headed by the Mexican 
secretary of defense, General Gerardo Vega 
García—rather than a foreign ministry official. 
Mexico will be chairing the Confidence and 
Security Building Measures panel. The Mexican 
military’s new willingness to participate in 
international dialogues reflects: (1) a realization 
that the country has become more integrated 
globally, and therefore is increasingly susceptible 
to various forms of contagion; (2) President Fox’s 
call for the armed forces to enhance Mexico’s 
national security while increasing its transparency 
and accountability; 3) the generational change 
taking place within the armed forces leadership 
that Secretary Vega is overseeing. It may not be out 
of the question now for Mexico to host the next 
Defense Ministerial of the Americas.  Armand 
Peschard-Sverdrup  
 

MEXICO 
The PRD made significant gains in the October 
6 state and local elections in Guerrero. Although 
the majority of 76 municipalities went to the PRI, 
key PRD victories (in Acapulco, for example) mean 

that it will now govern more than 60% of the state’s 
population. Furthermore, while the PRI will occupy 
the greatest number of seats in the state Congress 
(22 seats), for the first time this governing majority 
will be outnumbered by 26 opposition seats won by 
other parties. The18 PRD seats in the Guerrero 
legislature are a dramatic increase from the party’s 
5-seat showing in the 1999 elections. In a state 
where PRI-PRD tension has historically been high, 
these results indicate that this will persist. The 
election results were immediately disputed in 
several key jurisdictions, most notably in 
Teloloapan, where PRI stakeholder Pedro Pablo 
Urióstegui stormed the District’s Electoral Council 
office and proceeded to burn the ballots there. The 
extent to which the PRD will serve as a 
counterweight to the PRI in the state legislature is 
a development worth following. The Guerrero 
election may give the PRD some lift going into the 
2003 mid-term elections. Sara Rioff    
 
MEXICO 
Mexico City Mayor Andres Manuel López 
Obrador awarded a one-year contract to former 
New York City mayor Rudolph Giuliani to 
develop a strategy to combat the culture of 
lawlessness that forms the foundation for violent 
crime.  The number of kidnappings, murders, and 
robberies has risen dramatically in Mexico City in 
the last decade. Giuliani’s strategy, based on his 
experience in New York, will rely heavily on crime 
statistics to concentrate resources in “trouble-
spots.” In a city where crimes are chronically 
underreported, this strategy could be worthless—
crimes go unreported because of endemic police 
corruption, attributed to meager salaries, and a 
public perception that city officials, judges and 
prosecutors are also corruptible. Critics in Mexico 
City say municipal authorities are signaling their 
own inability to control crime by hiring Giuliani, 
while others view this as a keen move by López 
Obrador, who may be a candidate in the 2006 
presidential election. Giuliani’s fee—reportedly 
US$4.3 million, funded by private sector 
contributions—will put pressure on the former New 
York City mayor and López Obrador to deliver 
results soon. Meghan E. Bishop 
 
ARGENTINA 
In October, expectations were raised and dashed 
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intermittently over reaching a mini-agreement 
with the IMF.  The Argentine press reported that 
Finance Minister Lavagna’s trip to Washington late 
in the month was to put the final touches on 
agreement.  Officials at the Casa Rosada did not 
disavow these rumors—but no agreement was 
signed. An important impediment to concluding an 
agreement is uncertainty as to the country’s 
election schedule. An agreement will most likely 
eventually be concluded that will allow Argentina 
to roll over its debt payments to international 
financial institutions. No new funds are expected; 
at best, a mini-agreement will unfreeze credit lines. 
Argentina is unlikely to benefit as much 
economically from such a limited agreement as 
some, including the Duhalde government, have 
suggested. However, without an agreement, default 
on International Financial Institutions debt 
payments would be inevitable. With regards to 
Argentina, we take any good news we can get. 
Miguel Diaz 
 
VENEZUELA 
The October 10 stoppage called by the Chamber 
of Commerce and the country's largest labor 
union proved successful, demonstrating the 
opposition's growing political muscle. It was 
followed a week later by the proclamation by a 
group of military officers that they would not 
recognize Chávez as commander and chief. The 
officers drew some public support, including from 
opposition party representatives, but failed to spark 
a general military/popular uprising. After a week, 
the military officers moderated their position, and 
met with OAS Secretary General Cesar Gaviria, 
who was in Caracas with representatives of the 
Carter Center and the UNDP. The avoidance of 
bloodshed on October 10 and the failure of the 
military protest both improve the chances that new 
elections could end the current crisis in Venezuela. 
A petition with the required 1.2 million signatures 
asking for the National Election Council to hold a 
non-binding referendum is to be submitted on 
November 4.  An agreement between opposition 
and government congressmen will name new 
members to the national election commission by 
December 15.  If these steps proceed, gaining 
momentum heading into the holiday season, new 
elections may become a viable option to resolve the 
current standoff between Chavez supporters and 

the opposition. Miguel Diaz 
 
CHILE 
Two Chilean Air Force Generals resigned when 
it emerged that an elite Air Force death squad, 
responsible for numerous executions under the 
Pinochet government, had recently re-formed in 
order to prevent information from being given to 
the Mesa de Dialogos, a government-supported 
body formed to enable the families of the 
“disappeared” to find out information about their 
loved ones.  Two of the implicated leaders are Air 
Force General Patricio Campos (retired) and 
Commander in Chief of the Air Force Patricio Ríos 
Ponce (retired). Both men now face charges on 
obstruction of justice. Several things have come 
about due to this brief political crisis. Firstly, it 
showed that the executive branch is powerless to 
sanction the military due to restrictions added, by 
then President Augusto Pinochet, to the 1980 
constitution protecting the military from civilian 
inquiries. Secondly, after General Ríos stepped 
down as Commander in Chief of the Air Force, 
General Osvaldo Sarabia Vilches was named his 
replacement. General Sarabia is a relatively young 
general with few ties to the Pinochet regime, which 
marks a new beginning for the Chilean military. 
Lastly, the crisis showed that unlike other countries 
in the region, Chile’s rule-of-law prevailed and the 
democratic process continued. Luis Pinto. 
 
CHILE and COLOMBIA 
Two separate visits to Washington last month 
epitomized the recent immense change that has 
taken place in Latin American mores. Martha Lucía 
Ramírez, the Defense Minister of Colombia, came 
to give a talk at a CSIS conference focusing on her 
country. At about the same time, Michelle 
Bachelet, the Defense Minister of Chile, came for a 
series of meetings with U.S. officials and other 
Washington groups. The tradition just a few years 
ago was that a defense minister in Latin America 
would be a senior military officer. And the 
possibility that female civilians could hold this job 
was near unthinkable. As a famous economist once 
quipped, that which exists is possible. Sidney 
Weintraub 
COLOMBIA 
While remaining open to peace talks, President 
Alvaro Uribe is implementing tough new 
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security measures. Under special powers—likely 
to be renewed this month—he has established 
special zones governed by the military for two of 
the most conflicted rural areas of the country. His 
minister of defense, Marta Lucia Ramírez, wants 
the police and the three military services to 
combine their separate efforts to collect and analyze 
intelligence. Uribe has called for a “million man” 
civilian information network, unarmed but 
connected to official outposts by radio—building 
on a network of civilian spotters who identify 
guerilla blockades that has increased commercial 
traffic along national highways. Uribe has also 
launched the largest-ever campaign to fumigate 
coca and poppy cultivation, and is counting on the 
re-start of a joint air interdiction program with the 
United States to combat the drug trade. Polls show 
Colombians welcome these new measures, though 
human rights observers have been quick to raise 
specific objections.  It is uncertain for how long the 
Colombian armed forces will be able to maintain 
the current operational pace given their still limited 
resources. Similarly unknown is how the insurgents 
and the paramilitaries will respond to the 
government’s harder line. Phillip McLean 
 
COLOMBIA 
As many feared, the Colombian conflict may 
now be spreading in the major cities. On August 
7, the guerillas showed that they are capable of 
urban operations when they set off a barrage of 
mortars in Bogotá aimed at disrupting inaugural 
ceremonies (see September Hemisphere 
Highlights). In October a government operation to 
root guerilla groups out of comuna 13, a network of 
poor neighborhoods in the country’s second largest 
city Medellin, resulted in numerous deaths, 
including some innocents caught in the crossfire. 
The August 7 incursion into the heart of Bogotá 
was exceptional for the rural-based insurgents. 
More common are violent bands of young people 
who hold sway in poor neighborhoods around the 
edge of Colombia’s modern cities. Although some 
of these youth gangs swear allegiance to one or 
another guerilla groups or to the paramilitaries, 
they are essentially local criminals with little real 
connection to the national conflict. In Medellin it is 
not unusual for local gangs to change their 
professed loyalty from guerillas to paramilitaries 
and back again. The Uribe government must find 

the right combination of police and military tactics 
to re-impose law and order in the cities with a 
minimum of bloodshed. Phillip McLean   
 
CANADA 
Foreign Minister Bill Graham lodged a formal 
protest October 30 over treatment of certain 
Canadians by U.S. immigration inspectors. New 
U.S. rules took effect in September creating the 
National Security Entry-Exit Registration System 
(NSEERS), a database with detailed profiles on 
non-U.S. citizens with ties to countries that are on 
the State Department’s list of terrorism sponsors—
including photographs, fingerprints, and a written 
report based on an interview conducted by 
immigration officers. Canada objected when 
Canadian citizens born in Iran and Syria were 
subjected to the extended NSEERS inspection—
and a Syrian-born Canadian was deported to Syria. 
NSEERS implementation has been marred by such 
incidents, as inspectors tend to apply new rules 
strictly as they learn to operate under unfamiliar 
procedures. Similar problems can be expected 
when hundreds of new customs and immigration 
officers arrive at border crossings in December, 
and again if inspection agencies are consolidated 
in the Department of Homeland Security. U.S. 
officials would alleviate confusion and some 
hostility by communicating new procedures better 
to inspectors, foreign visitors and friendly 
governments—but Canadians will not be exempted 
from U.S. security measures applied to all other 
foreigners. Christopher Sands 
 
CANADA 
Canada proposed new labor market access talks 
with the United States in October according to 
Pierre Pettigrew, Canada’s Minister of International 
Trade. At the Asia-Pacific Economic Cooperation 
summit in Los Cabos, Mexico, Canadian Deputy 
Prime Minister and Finance Minister John Manley 
called for a new round of NAFTA negotiations to 
address “unfinished business.” And in Ottawa on 
October 23, Bank of Canada Governor David 
Dodge argued that while NAFTA allows some 
professionals to work in the other two countries, the 
same access should be granted to other workers. 
Canada’s push for a bilateral labor market accord 
with the United States echoes Mexican President 
Vicente Fox’s call for a new migration deal with 
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the United States. As the tenth anniversary of 
NAFTA approaches, Canada and Mexico seem to 
be moving toward a common agenda for deepening 
North American integration. Still unknown is 
whether each country will continue to pursue freer 
movement of labor with Washington bilaterally, or 
whether migration may soon become a trilateral 
negotiating topic. Christopher Sands 
 
CANADA 
The Chrétien government announced October 
24 it would ratify the Kyoto Protocol before 
December 13. Meeting in Halifax, Nova Scotia on 
October 28, all ten provincial governments and two 
of the three territorial governments issued a 
declaration condemning the specifics of Ottawa’s 
Kyoto implementation plan, which requires the 
provinces to cut emissions and make other policy 
changes. Significantly, Alberta, home to most of 
Canada’s oil and gas production, was joined by 
Ontario, Canada’s most populous province, in a 
producer-consumer common front to resist the 
federal proposal. Chrétien’s determination to ratify 
Kyoto by the end of 2002 is seen by critics as a 
belated attempt to establish a policy legacy before 
he retires in February 2004. Business leaders fear 
additional cost burdens imposed by Kyoto will hurt 
them if the United States does not ratify—and hope 
Chrétien’s successor would take a different 
approach. Growing provincial and business 
resistance, plus Chrétien’s impending retirement, 
have placed Kyoto at the center of a major 
Canadian power struggle. Christopher Sands 
 
 
ECUADOR 
On October 20, Ecuador held the first round of 
presidential elections.  Lucio Gutierrez, a former 
military officer who led a coup against the 
government of Jamil Mahuad in 2000, led with 
20.34 percent of the vote. Banana-magnate Alvaro 
Noboa followed with17.3 percent. The second 
round balloting will take place on November 24.  
Both candidates are populists; however Gutierrez, 
in a late October trip to New York and Washington, 
acknowledged the need to fight corruption, 
strengthen rule of law, and maintain dollarization. 
Polls suggest that Gutierrez will be the next 
president of Ecuador.  Although Gutierrez got good 
reviews in New York and Washington, it is hard to 

feel optimistic about Ecuador’s prospects under a 
Gutierrez administration. Corruption is a serious 
problem in Ecuador, but for many in the country 
this still does not justify military intervention in 
political affairs, nor excuse his past participation in 
a coup attempt. As a result, serious divisions in 
society and the political class will hamper 
Gutierrez’ efforts to govern.  It is hard to see how 
he will be able to maintain the support of the 
business and indigenous groups over the medium 
term. Miguel Diaz 
 
PARAGUAY 
On October 16, Paraguay’s vice president, Julio 
Cesar Franco, resigned in order to meet a deadline 
to run for the presidency in April 2003.  The 
resignation by Franco, the leader of the opposition 
Liberal Party and bitter rival of President Luis 
González Macchi, could serve to further undermine 
Gonzalez Macchi’s already unpopular government. 
 In the midst of political unrest, Paraguay’s decade-
old, relatively unconsolidated democracy will face 
a crucial test in the months leading up to next 
April’s presidential and congressional elections.  
Political unrest is on the rise in Paraguay as 
citizens have felt the effects of the region’s 
economic woes.  After four years of recession, 
Paraguay’s non-industrialized, agricultural export-
driven economy has plummeted in the last year as a 
result of Argentina’s meltdown and Brazil’s 
financial difficulties.  A third of the population now 
lives below the poverty line, and unemployment is 
in the mid teens and rising.  Moreover, the public is 
now bearing the brunt of recently imposed austerity 
measures required to secure a $200 million IMF 
aid package.  Thousands of Paraguayans have 
demonstrated their disenchantment in recent 
months in several massive anti-government protests 
that have triggered harsh government clampdowns.  
Mark de la Iglesia 
 
GUATEMALA 
On October 3, Colonel Juan Valencia of 
Guatemala was sentenced to 30 years in prison 
for ordering the execution of anthropologist 
Myrna Mack.  Mack, who founded the Association 
for Advancement of Social Sciences in Guatemala 
City, had revealed evidence that the military’s 
counter-insurgency campaign resulted in the deaths 
of thousands of indigenous people during the 36-
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year civil war.  Colonel Valencia was assigned to 
the Presidential High Command (EMP), which was 
originally established to protect the president but 
allegedly evolved into a death squad responsible for 
many of Guatemala’s high-profile killings. While 
the verdict offers hope to many Guatemalans, 
others feel that there was not enough evidence to 
support a conviction, and that the outcome was 
arranged to appease the foreign criticism 
regarding Guatemala’s human rights record.  
Valencia’s sentence is historic in a nation that has 
suffered from lack of accountability within its 
judicial system—such a high-ranking official had 
never been convicted of a war crime that occurred 
during the civil war.  
Elizabeth S. Stamm 
 
COSTA RICA 
On October 15 a special Mixed Congressional 
Commission approved an emergency fiscal 
deficit reduction plan to alleviate Costa Rica’s 
public debt. The plan calls for a series of nine one-
year-only taxes to be imposed on items such as 
luxury vehicles, cigarettes and alcohol, and 
gambling facilities. President Abel Pacheco and 
Finance Minister Jorge Walter Bolaños support the 
plan as a necessary measure for reducing the public 
debt, which is expected to reach 5.5 % of GDP 
($900 million) by the end of this year.  Members of 
the Libertarian Movement oppose this plan due to 
the taxing of gambling operations, which party 
members fear will prompt casinos to move to 
nearby countries, taking close to 7,000 jobs with 
them.  Proponents of the plan, however, insist that 
such taxes are needed to increase state revenue and 
that these taxes would mostly affect those who can 
afford such tax increases. During his campaign, 
President Pacheco promised to curtail the growing 
public debt, which is why he is avidly promoting the 
emergency plan. 
Kara Winerman 
 
EASTERN CARIBBEAN 
Eight Caribbean islands have agreed to create an 
economic union to strengthen their economies and 
alleviate the symptoms of liberalization in the 
region. After a year of uncertain markets for their 
commodity exports and a downturn in income from 
the tourism industry, members of the Organization 
of Eastern Caribbean States (Antigua-Barbuda, 

Dominica, Grenada, St. Lucia, St. Vincent, 
Montserrat, St. Kitts-Nevis and the British Virgin 
Islands) have agreed to “give some urgency to the 
creation of the economic union according to a 
statement issued after a summit in St. Kitts and 
Nevis. This new economic union” would ensure the 
free circulation of goods and services beginning no 
later than January 2003, and the freedom of 
movement of labor starting within some states by 
2004. The new union will concentrate on four main 
sectors: tourism; agriculture; manufacturing; and 
information technology and communications. In 
aiding these sectors the union hopes to prepare the 
small economies for integration into the single 
market being planned by the Caribbean Community 
into the Free Trade of the Americas (FTAA). James 
D. Wolfensohn, president of the World Bank, is 
scheduled to visit St. Kitts-Nevis in the last week of 
November. 
 Luis Pinto and Veronica Prado 
 
DOMINICAN REPUBLIC 
The announcement of a new electoral board 
(Junta Central Electoral, JCE) has spurred 
controversy throughout the Dominican 
government. In early October the Senate 
(controlled by the center-left Partido 
Revolucionario Dominicano, the country’s ruling 
party) appointed seven members to the JCE. The 
JCE is the government entity in charge of running 
elections and making sure they are conducted 
fairly. The controversy came when all of the new 
members named were supporters of the incumbent 
government. In an act of protest opposition, 
members of the Chamber of Deputies walked off 
their posts, paralyzing the government. To ease 
discontent, Dominican President Hipólito Mejía 
called for dialogue. Members of the two other 
leading parties, the centrist Liberation Party (PLD) 
and the conservative Social Christian Reformist 
Party (PRSC) have agreed to join the talks. Talks 
are to continue until an accord is reached.  Luis 
Pinto 
 
JAMAICA 
On October 16, 2002, Prime Minister P.J. 
Patterson of the People's National Party became 
the first Jamaican leader to win three 
consecutive mandates.  Patterson has been in 
power since 1993 and the PNP has been the ruling 
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party for the past 13 years.  The PNP won a slim 
majority over the Jamaican Labour Party, led by 
former prime minister Edward Seaga. Only 57% of 
registered voters cast ballots in the election—the 
lowest turnout in Jamaican history.  In the 1980s 
politicians had encouraged violence as a form of 
intimidation, but former U.S. President Jimmy 
Carter who led an observer team noted that this 
year's elections were violence-free.  Many 
Jamaicans believe that both Patterson and Seaga 
have controlled their respective parties for too 

long, and lack ideas or energy. To counter this 
impression, Patterson's government must quickly 
address the ailing economy and high crime rates.  
Patterson pledged to boost the economy by 
strengthening infrastructure, attracting more 
foreign investment, and creating more jobs. 
Economic problems have increased post 9/11 as 
tourism declined. Tourism has also been affected by 
Jamaica's reputation for violence, but Patterson 
has yet to specify measures to cut crime rates. 
Soumya Sudhakar 

 


