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HEADLINES: 
ROGER NORIEGA MAKES FIRST PUBLIC ADDRESS AT CSIS; 
WTO MEETING IN CANCUN COLLAPSES; POLITICAL PICTURE IN 
ARGENTINA STILL NOT CLEAR; PRESIDENT LULA REMAINS 
POLITICIALLY STRONG; TOP U.S. MILITARY COMMANDER FOR 
LATIN AMERICA SPEAKS AT CSIS; PERUVIAN GOVERNMENT 
ARRANGES FUNDING FOR ENERGY PROJECT;BOARD AND 
PRESIDENT NAMED FOR THE NATIONAL ELECTION COMMISSION IN 
VENEZUELA; PRESIDENT MADURO HOLDS FIRM TO IMF-
NEGOTIATED REFORMS; U.S. CHAIRMAN OF THE JOINT CHEIFS 
OF STAFF VISITS MEXICO.

 
 
Roger Noriega made his first public speech after being confirmed as 
Assistant Secretary of State for Western Hemisphere Affairs before a 
packed audience at CSIS September 8. Before taking this position, Noriega 
was the U.S. ambassador to the Organization of American States. Noriega 
reviewed the accomplishments of the Bush administration thus far in Latin 
America and the Caribbean, citing the U.S.-Chile free trade agreement now 
approved by the congress and signed by the president; the conclusion of the 
Inter-American Democratic Charter on September 11, 2001; and the current 
hemispheric emphasis on countering terrorism exemplified by the new Inter-
American Convention on Terrorism. On specific countries, he noted that fears 
of populist policies in the hemisphere have been dispelled by the performances 
of Presidents Lula of Brazil and Kirchner of Argentina; the good use being 
made of U.S. assistance in combating narcoterrorism by President Uribe of 
Colombia; and border initiatives with Canada, Mexico, and the Caribbean (the 
“third border”). He made clear that the United States is an interested party in 
the events in Venezuela and will seek to mediate between the polarized political 
groups there. The United States, he said, will continue to support the people of 
Cuba in their struggle to assert their political voice in the face of oppression. 
Noriega also said that the United States was urging  
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flexibility on the part of the IMF in its negotiations with Argentina (and, 
in fact, this flexibility was demonstrated in the agreement reached a few 
days later). Noriega’s public position was unusual in that the State 
Department does not usually get in the middle of IMF negotiations; the 
Treasury does that, but less publicly. Noriega was berated by a former 
ambassador from the Caribbean for saying nothing about that region in 
his speech, and he admitted that the criticism was justified. Sidney 
Weintraub 
 
The meeting of trade ministers from around the world in Cancun, 
Mexico collapsed September 14 without reaching agreement on next steps in 
the global round of trade negotiations. The sparring between developing and 
industrial countries prior to the breakdown seems to have engendered much 
hard feeling between the two groups. A number of disagreements led to 
disbanding the talks, some underlying the entire process, and others 
aggravating these disagreements. It was clear from the outset that the 
developing countries, led by Brazil and India, would make much about the high 
level of subsidies provided to agricultural producers in industrial countries, 
primarily the United States, the European Union, and Japan, which they argue 
undercut their markets. This proved accurate. Indeed, a group of cotton 
producing countries in Africa added to this issue by seeking an end to subsidies 
on this product in the United States and, to some extent, the EU. In addition, 
developing countries, in this case led by India, refused to even consider the so-
called “Singapore issues,” namely those dealing with investment rules, 
competition policy, government procurement, and trade facilitation. The EU 
and the United States had indicated a willingness to take some measures to 
reduce subsidies, but not enough to satisfy the hard liners. Despite the current 
rancor, the ministers will have to regroup in Geneva to save the Doha 
Round. The breakdown of the global negotiations, even if temporary, will 
surely lead to efforts for smaller agreements, such as bilateral free trade 
agreements, by the industrial countries.  Sidney Weintraub 

 
 
 

MEXICO                        
Chairman of the Joint Chiefs of Staff General Richard Meyers visited 
Mexico for the second consecutive year as a guest of Mexico’s Secretary of 
Defense, General Ricardo Vega.  General Meyers attended the Mexican 
Independence Day celebrations hosted by President Fox at the National Palace 
September 15 as well as the military parade the following day.  Though billed 
as a social visit, the symbolism of the visit must not be overlooked. The fact 
that General Vega extended the invitation and General Meyers accepted is 
an important sign.  For General Meyers to visit Mexico at a time when 
U.S. troops are under enemy fire in Iraq and 
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 Afghanistan underscores the importance that the United States places on 
its southern neighbor and its military institution from a national/homeland 
 

  
security standpoint.  The visit signals a shift toward an evolving military-to-
military relationship, as also evidenced by the fact that General Meyers was 
lodged at Quinta Morelos, the official residence and guest house of the Secretary 
of Defense.  The reception given the chief of the U.S. armed forces shows that 
the Mexican military is acknowledging the need to possess a strategic vision that 
transcends its borders and is positioning itself to assume a hemispheric security 
role.  Armand Peschard-Sverdrup 
 
President Fox shuffled his cabinet September 1.  The president announced two 
first-tier cabinet-level changes just hours after delivering a State of the Union Address 
that included a call for his cabinet members to improve their performance. He 
appointed Felipe Calderón Hinojosa to replace Ernesto Martens as Secretary of 
Energy (SENER), and Alberto Cárdenas Jimenez to succeed Victor Lichtinger as 
Secretary of Environment and Natural Resources (SEMARNAT).  The change 
responds to criticism from the president’s own party that the cabinet did not 
have enough PAN members.  Felipe Calderón Hinojosa, former president of the 
PAN (1996-1999) and former Leader of the PAN faction in Congress (2000-
2003), brings with him a wealth of political experience and also knows first-hand 
how Congress operates.  This may prove to be valuable as Mexico prepares to 
address electricity reform in the current session of congress and broader energy 
sector reforms in the future.  Alberto Cárdenas is a successful former governor 
of Jalisco (1995-2001), Mexico’s second most populous state, and has served as 
head of the National Forestry Commission for the last year and a half.  
Environmentalists may rue the change, as Lichtinger was well respected in the 
field. However, he lacked political ability and clout, evident in having lost turf 
battles to Mexico’s National Water Commission (CNA) and the National 
Forestry Commission (CONAFOR) during his tenure.  Given the politically 
charged atmosphere under a divided government, President Fox may benefit 
from having named more politically oriented ministers.  Allison Raggie 
 
U.S. presidential candidates addressed issues important to Mexico at a debate 
September 4 in Albuquerque , New Mexico.  John Kerry called for legalization of 
aliens who have lived in the United States for five to six years, paid their taxes and 
"stayed out of trouble."  Dick Gephardt spoke of his bill to legalize undocumented 
workers who have lived in the country for five years, worked at least two and not been 
in legal trouble.  Bob Graham criticized current policies toward Latin America, 
accusing President Bush of rendering Mexican President Vicente Fox "a political lame 
duck."  Dennis Kucinich condemned NAFTA and expressed intent to repeal it.  
Howard Dean accused the president of spinning immigration issues and disrupting 
hemispheric relations.  John Edwards spoke of equal opportunity in public education.  
Carol Moseley Braun called for the nation to reach out to the hemisphere and allow 
aliens in the country to "participate as citizens."  Joseph Lieberman expressed outrage 
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at the fact that hundreds of Mexicans coming to America die trying, accusing the 
current administration of letting down Mexico. All candidates spoke in favor of 
amnesty proposals, with the notable exception of Dean, while both Kerry and 
Gephardt spoke specifically about automatic citizenship for military service.  In 
an appeal to Latino voters, Democratic presidential candidates have made 
immigration an issue. In reality, consensus on immigration must come from both 
sides of the U.S. Congress that has not yet been able to move beyond rhetoric.  
Rick Spies 
 
Mexico’s Federal Electoral Institute (IFE) is to issue its findings on the 
“Amigos de Fox” case in late September or early October.  The alleged financial 
irregularities of President Vicente Fox’s 2000 presidential campaign have been the 
subject of a three-year investigation. The IFE’s ruling will come nearly four months 
after the Attorney General’s Office acquitted Fox’s electoral coalition, the Alliance for 
Change, of money laundering charges presented in connection with the ongoing 
investigation into the funding and reporting mechanisms exercised by the PAN-PVEM 
alliance.  On August 25, the implicated parties were given 25 days to submit expert 
testimony in their defense.  The approaching September 19 deadline will effectively 
close the investigation phase.  The IFE has ten days to prepare a ruling, which will then 
go to vote in the entity’s General Council.  There has been much speculation 
concerning the amount of the potential fine, $10 million being the most 
frequently cited figure.  A fine of that magnitude – which would be divided 
between the two implicated parties - would have party-specific ramifications.  
For Mexico’s Green Party, which insists it was not privy to the supposed 
irregularities, the fine would put the party “out of the game” for the 14 state 
elections that will take place in 2004.  For Fox’s National Action party, the 
financial burden would be far outweighed by the political damage the party 
would suffer, particularly in light of the PAN’s unfavorable showing in the recent 
midterm elections.  Sara Rioff 

CANADA 
On August 14, Ontario was affected by worst blackout in U.S history. After a 
series of failures on an electricity grid shared by Ontario and many northeastern states, 
Ontarians from Toronto to Ottawa were left without power, in some instances for 
several days. Finger pointing was the initial reactions on both sides of the border. In the 
United States, prominent politicians identified Canada as the culprit.  Canadian officials 
quickly placed blame on a lightning strike at a power plant in New York State and then 
later pointing to a failure at a nuclear power plant in Pennsylvania. After all these 
accusations had proven false, however, Canada and the United States moved quickly 
to cooperate, setting up a joint task force to look into the causes and implications of 
the blackout. This task force, being led by U.S Energy Secretary Spencer Abraham 
and Canadian Natural Resources Minister Herb Dhaliwal, will issue their report in two 
months. The blackout was another pertinent reminder of the high level of 
integration between Canada and the United States. Because of a power failure 
that began in Ohio, Canada’s financial hub, the nation’s capital, the country’s 
primary industrial corridor, and one in four Canadians were left without power 
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for more than a day. Accordingly, the blackout also highlighted the necessity of 
continuing to cooperate to secure cross-border infrastructure such as pipelines, 
bridges, and power grids from future terrorist attacks. Andre Belelieu  
 
Canada and United States are back to square one on softwood lumber 
dispute… sort of. The past several months of activity in the U.S.-Canada softwood 
lumber dispute produced two NAFTA panel reports, an interim WTO panel ruling, a 
U.S. policy reform proposal, and a framework proposal agreement. None of these, 
however, seemed to move the dispute any closer to resolution. Both NAFTA panel 
reports - July 17 and August 13 - lent support to the central U.S. claim that Canadian 
softwood is dumped and subsidized, but allowed Canada also to claim victory by 
saying the methodology Commerce used to calculate duties was seriously flawed. Over 
the past several weeks, a promising framework agreement proposal for ending the 
dispute emerged that would have introduced a sliding scale quota scheme similar to the 
1996 Softwood Lumber Agreement. The agreement would have brought another 5-
year truce while, in theory, allowing time for further negotiations over permanent 
reforms. Hopes were dashed when talks broke down July 30 over accusations that 
U.S. lumber producers were making unreasonable eleventh hour demands. If there is 
a silver lining, it rests with Commerce’s Changed Circumstances Review paper, 
which lays out the conditions under which provincial forest practice reforms 
could trigger a review of countervailing duties currently being levied on 
Canadian softwood. It is a silver lining only because several provinces, most 
notably British Columbia, have been independently considering reform measures 
of their own for some time (although most are more modest than those suggested 
by Commerce), and may eventually come to see the Changed Circumstances 
paper as a less painful means of arriving at a durable solution. Greg Anderson 
 
Despite low voter-turnout, Nova Scotia re-elected John Hamm as premier. 
Forming what will be only the third minority government in Nova Scotia history, 
Progressive Conservative incumbent John Hamm was re-elected August 5, receiving 
25 out of 52 seats in the legislature with 36 percent of the popular vote. The National 
Democratic Party (NDP), led by Darrell Dexter, finished with 15 seats, accounting for 
31 percent of the popular vote, while the Liberal Party, led by newcomer Danny 
Graham, won 12 seats and 32 percent of the popular vote. The result left Hamm two 
seats shy of the majority government he had hoped to retain, and was similar to the 
recent close election in New Brunswick, where Progressive Conservative incumbent 
Bernard Lord barely won re-election. The closeness of the vote means that Hamm 
will need to enlist the cooperation of other parties to enable the new government 
to function. Some believe that if the government proves unsuccessful, Hamm may 
be inclined to call for another early election, as was the case with the previous 
Liberal-led minority government in 1998, which lasted a mere 15 months. As it 
stands today, despite pledges from all parties that all efforts will be made to form 
a coalition, Graham and Dexter have both been dismissive of early attempts, as 
the party’s stand far apart on many of the issues that dominated the campaign. 
Some of the sticking points include a Tory proposed 10 percent tax-cut, a NDP 
proposed government owned car insurance plan, and the debate over senior 
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health care funding. Chantal Buchser 
 
 
 
 
 
 
 
 

Honduras 

President Ricardo Maduro is holding firm to the IMF-negotiated reforms, 
despite a rash of violent protests.  Labor organizations and public sector professionals 
attacked the congress August 26 to demonstrate their distaste for the economic reform 
measures the Maduro government is pushing through the legislative branch.  Two 
reform bills in particular have been the subject of protest: the already-passed Water 
Law, which would allow private industry to invest in potable water services; and the 
pending Civil Service Law, which would freeze the salaries of over 100,000 
government employees.  If these and other macroeconomic reforms are met, Honduras 
stands to receive $350 million in credit and $1 billion in debt relief.  Although he is on 
record saying that he does not necessarily agree with the IMF stipulations, 
Maduro created the necessary congressional consensus to pass the Water Law, 
bringing his country one step closer to receiving the IMF aid and debt relief. The 
Civil Service Law will most likely prove a more difficult sell. Some government 
salaries (notably of physicians, nurses and teachers) have risen 275 percent in the 
past five years in accordance with an agreement signed by former president 
Carlos Flores and government payroll accounts for upwards of 11 percent of 
GDP. It appears Maduro is politically well placed to weather short-term political 
turmoil. Unlike in two neighboring countries (Guatemala and El Salvador), he 
does not face a presidential election soon. Moreover, the Honduran public can 
see the near term prospect that macro-economic reforms will put Honduras in 
good stead as it seeks membership in CAFTA and further foreign assistance.  
Amanda Post  
 
 

 

ARGENTINA 
 
The political picture in Argentina is still not clear.  After three months in power 
President Néstor Kirchner enjoys a 77 percent approval rating. This is important 
because the withdrawal of Carlos Menem from the first round of the May presidential 
race deprived Kirchner of an overwhelming victory in a second round ballot. But the 
value of these high polling numbers should not be overestimated. Previous 
presidents Raul Alfonsín, Menem and Fernando De la Rúa scored 72, 71 and 67 
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percent respectively at the end of three months in office.  The effect of Kirchner's 
support for candidates in local elections is also so far mixed. Peronism lost in 
Catamarca and Río Negro. It won in Krichner’s home state of Santa Fe and most 
importantly in the capital. In fact, the reelection of Buenos Aires mayor Anibal 
Ibarra is Kirchner’s clearest political victory so far.  Carlos M. Regúnaga 
 
On the economic front it has been a good month for the Argentine president.  
He stared down the IMF into conceding Argentina a three-year agreement that is less 
demanding than what the IMF staff initially proposed. The agreement, targets a primary 
surplus of 3.0 percent of the GDP (2.4 percent of the GDP at the federal level) for next 
year or about a 1percentage point less of GDP than the IMF preferred.  As part of the 
general agreement, the Argentine government will present before the IMF board at its 
meeting in Dubai a draft restructuring proposal on its nearly $100 billion in defaulted 
debt. The data coming out of the Ministry of Finance over the last few weeks also 
confirm that the economic rebound is robust (expectation are of 5.5-6.0 percent 
growth in 2003).  The statistics may be misleading.  For the recovery to be 
sustainable, President Kirchner will have to undertake major reforms in the 
banking and judicial system, something he has avoided doing so far for fear of 
the political repercussion on the congressional elections that run through the end 
of November. The hope of potential investors is that he can take advantage of 
political capital he has amassed to push through these reforms once election 
period is over.  Miguel Diaz 

BOLIVIA 

The CSIS South America Program organized a fact-finding mission to Bolivia in 
mid-August and found a country still reeling from the February police-led coup against 
the government that left 33 dead.  In our meetings with government, private sector, 
church, academic, and civil society leaders, we heard the complaint that democracy 
has not delivered the economic fruits promised, that corruption is deep and 
widespread, and that one can no longer walk the streets of Bolivia's cities for fear of 
crime.  We also found many blame the United States for contributing to this state of 
affairs.  The government of Gonzalo Sanchez de Losada went a long way toward 
cobbling together a political coalition capable of restoring stability and passing 
needed reforms when last month it brought the National Fuerza Republicana 
(NFR) party, led by Manfred Reyes into the governing coalition.  That maneuver, 
however, leaves the Movimiento al Socialismo (MAS) party under the leadership 
of “cocalero” leader Evo Morales, as the sole formal opposition.  The delegation 
members will issue a report later this month. Miguel Diaz 

BRAZIL 
Brazilian economic performance is weak, but President Lula’s political 
prospects look strong. The slow Brazilian economy reflected a 1.6 percent GDP 
decrease during the first semester of 2003. So far in the year, all sectors of the 
economy have contracted. Industrial production declined 3.7 percent compared to the 
same period of 2002.  The Lula government, however, is making some headway with 
politically difficult structural reforms. The congress approved pension reform this past 
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month and the lower chamber has given tax reform its first round of voting. President 
Lula has made more progress in eight months with these essential reforms than 
Cardoso did in eight years due to Labor Party opposition. Lula’s political support 
has increased, especially with the formal alliance of the opposition party, PMDB, 
which Lula promised to give cabinet positions in the upcoming ministerial 
shuffle. The economy still may yet recover this year as the Central Bank’s 
monetary policy becomes more flexible.  The selic rate fell 2.5 percent this past 
mont, and that could result in the better economic performance in the last 
quarter of 2003. Viviane Vanni 

COLOMBIA 
The top U.S. military commander for Latin America told an audience at CSIS 
September 10 that he is guardedly optimistic about Colombia but said the United 
States must be “steadfast in its support.”  He justified the $2 billion U.S. assistance 
program to Colombia by saying a “weak Colombia replete with terrorists of all stripes 
in ungoverned spaces can only set a most unwelcome precedent for destabilizing 
neighboring countries.”   He insisted the U.S. investment is paying off.  President 
Alvaro Uribe is getting results. The FARC, the main guerrilla group, is not in his view 
“on the run” as one questioner suggested, but the FARC leaders have clearly been 
“thrown off its game plan.”  By U.S. law, much of the U.S. funding is tied to efforts to 
end narcotics trafficking and that remains the first goal of U.S. programs.  Drugs are 
the terrorists’ main source of financial support.  But last year by the U.S. Congress 
removed the “artificial” distinction between counter narcotics and counter terrorism, 
and the U.S. military has broadened its activities. He mentioned help with “joint” 
operations and “leadership disruption,” both requiring highly developed military skills.  
(See the text of the General’s remarks on the CSIS web site:  www.csis.org/americas.) 
 Clearly, U.S. officials are pleased with the Uribe government’s first year.  On 
separate trips to Bogota in August, Secretary of Defense Donald Rumsfeld and 
the Chairman of the Joint Chiefs of Staff Richard Meyer hailed progress against 
terrorism in Colombia – with perhaps somewhat less emphasis on the anti-drug 
dimension of U.S. involvement.  Both also took the opportunity to chide 
Venezuela for failure to do more to stop guerrillas from moving across the 
border with Colombia.  Phillip McLean          

COLOMBIA 
President Alvaro Uribe lashed out at his critics in a speech September 8.  His 
remarks came after two reports had taken his administration to task for what one 
called its authoritarian approach and for what another said was its failure to deal with 
the causes of the civil conflict.  Uribe alleged the first, which was published by a group 
of 80 private Colombian organizations, had taken many of its points directly from the 
webpage of the FARC.  He said the measures taken by the Colombian government 
were necessary and more observant of human rights principles than laws adopted by 
European governments when they face terrorism.  The president seemed particularly 
offended by the second report, which was done by local academics with aid from the 
UN Development Program, because it characterized all sides of the Colombian conflict 
as “losers.”  He asserted that what is going on in Colombia is not a “civil war,” nor 
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even a“ conflict,” but rather a government effort to re-establish the rule of law. Even 
some of his closest allies questioned the need for such a harsh speech. There are 
so many indications his security policy is producing results precisely because it is 
attracting public support.  Kidnappings are, for example, down 30 percent so far 
in 2003.  It is tempting to speculate about Uribe’s vehemence.  His remarks were 
delivered at a change of command ceremony bidding farewell to the air force 
chief of staff, rumored to have been ousted because of pressure from human 
right groups.  U.S. officials, believing the general had failed to investigate the 
tragic loss of civilian lives fully, refused to deal with him.  Phillip McLean    

PERU  
President Alejandro Toledo and his Brazilian counterpart Lula signed two 
important agreements August 25.  The first was a bilateral accord that envisions 
upgrading the physical infrastructure between the two countries offering the possibility 
of Brazil using Peru as an export gateway to the Asia-Pacific rim and thereby 
drastically reducing Brazil’s transportation costs. The second was a framework 
agreement between Peru and Mercosur that may pave the way for sub-regional 
economic integration after many years of failed trade talks between the Mercosur 
countries and the Andean Community. The Brazilians appear to believe a South 
America-wide agreement would increase the region’s bargaining power in negotiation 
of the Free Trade Agreement of the Americas (FTAA). The Peru-Mercosur agreement 
foresees a phased reduction of tariffs with Mercosur members (Argentina, Brazil, 
Paraguay, and Uruguay) and associate members (Chile, Bolivia, and now Peru), 
preparing the way for similar agreements with Colombia, Ecuador, and Venezuela by 
the end of this year. In 2002, Peru had a negative trade balance of $946 million 
with Mercosur.  Only 2.8 percent of Peru’s exports ($212 million out of $7.6 
billion) went to Mercosur, of which about 91 percent, mainly zinc or copper, went 
to Brazil, while imports totaled $1.16 billion. According to Brazil’s Foreign Trade 
Chamber (Camex), the Brazilian government will have to invest some $700 
million in infrastructure projects such as highways, ports and bridges to connect 
Brazil’s center west region to the Peruvian Amazon. Veronica R. Prado 

The Peruvian government has arranged funding for the Camisea gas energy 
project from the Inter American Development Bank (IDB) and the Andean 
Development Corporation (CAF). The CAF approved a $75 million loan September 
8.  The IDB approved a $135 million loan September 10.   Environmental groups 
opposed these decisions.  Late last month, the US Export-Import Bank denied $214 
million in loan guaranties for the Camisea pipeline project after criticism that the loan 
would have violated the Bank’s internal environmental regulations. The United States 
subsequently abstained when the board of the Inter-American Development Bank 
voted on the project.  The development of the Camisea field, with gas reserves of 
13trn cubic feet (Tcf) and oil reserves of 660m barrels of condensates, is 
regarded as essential to the future development of Peru’s energy sector as well 
as the economy as a whole. Analysts say the $1.6 billion Camisea project will add 
as much as one percent to Peru’s gross domestic product. The pipeline, already 
nearly 68 percent complete, will transport gas from the Camisea fields over the 
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Andes to the coast.  The hope is that once in operation in August 2004 the 
existence of the pipeline will stimulate further gas exploration in Peru, much like 
the increased exploration activity seen in Bolivia followed development of the 
Bolivia-Brazil pipeline. Vice President Diez Canseco argued that it is hard to 
imagine the project not going ahead given its importance to the growth of the 
Peruvian economy. Veronica R. Prado 

 
 

Venezuela 

The Supreme Court finally named the board and president of the National 
Elections Commission, or CNE, in August. After many months of wrangling inside the 
congress, the court ruled that voters were being deprived of their constitutional right to 
have a referendum and took the prerogative of appointing the CNE and its leadership from 
the congress.  As president, it chose Francisco Carrasquero, a former university rector in 
the western state of Zulia.  The decision was surprisingly well received, leading some 
to speculate there had been a backroom deal between government supporters and 
the opposition. The opposition’s first step was to submit the signatures they had 
collected last February in the “firmazo” campaign.  On September 12, however, the 
CNE board judged the signatures to have been collected improperly and ordered a 
new inscription.  Sumate (the civil society organization that organized the first 
collection of signatures) said it was prepared to do that, but almost immediately the 
CNE imposed additional requirements that will give it control of the process and 
that are apt to delay referendum preparations.   Miguel  
Diaz 
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