
September is marked by positive economic news for Brazil. The Venezuelan oppo-
sition’s charge of fraud in the tallying of the August 15 referendum results gets no 
traction. The Colombian government’s effort to disarm paramilitary groups is en-
countering problems. Newly-inaugurated Panamanian President Martin Torrijos 
faces what has become a common challenge for new Latin American chief execu-
tives. The Government of Haiti reports that 1,500 people were killed, more than 
200,000 left homeless and over 1,050 missing in the wake of tropical storm Jeanne. 
UN report identifies Canada as a key beneficiary of outsourcing. Argentina and 
Brazil integrate energy efforts. Mexican President and Japanese Prime Minister sign 
a bilateral free trade agreement. Dominican Republic’s president indicates he will 
not veto a new tax bill. 

Headlines 

North America 
MEXICO 
Gubernatorial, congressional and municipal elections took place in the State 
of Veracruz on September 5, 2004.  Preliminary counts showed Alianza Fidelidad 
para Veracruz (PRI-PVEM-PRV) candidate Fidel Herrera with a less than one per-
cent margin over National Action Party (PAN) candidate Gerardo Buganza (34.52 
and 33.7 percent respectively).  The Unidos para Veracruz coalition (PRD-PT-
Convergencia) candidate Dante Delgado made a strong showing, capturing 28.29 
percent of the vote. 60.77 percent of registered voters turned out, casting the great-
est number of ballots in the history of Veracruz state elections.  The slim 26,097 
vote margin tallied in preliminary counts, along with formal complaints of election 
day irregularities, have triggered an electoral dispute resolution process that now re-
sides in the Veracruz State Electoral Tribunal. The state tribunal is likely to refer the 
case to the Federal Electoral Tribunal (TEJPF) for final adjudication.  As the third 
most populous Mexican state and an uninterrupted PRI bastion since the party’s creation in 1929, 
Veracruz is a battleground for the 2006 presidential election. It has also proved to be a microcosm 
of the internal divisions besetting the PRI, and perhaps more significantly, a microcosm of what the 
country is facing at the national level: tenuous electoral margins, a divided congress, a quarrelling 
PRI, and uncharacteristic electoral alliances. The fact that a campaign as expensive and encompass-
ing as Fidel Herrera’s produced such a slight victory suggests that the PRI’s internal divisions are 
costing the party votes.  In 1998, Veracruz’s last gubernatorial election, the PRI beat the opposi-
tion PAN by a 20 point margin.  Sara Rioff and Armand Peschard-Sverdrup 
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agreement will reduce its economic dependence 
on the United States.  Ninety percent of Mex-
ico’s exports go to the United States, and the 
United States accounts for 64 percent of Mexi-
can imports.  Japan possesses a large market 
for agricultural goods, of which 60 percent are 
imported.  Mexico expects exports to Japan to 
increase by ten percent annually.  The agree-
ment is also expected to increase Japanese in-
vestment in Mexico from about $350 million 
to $1.3 billion annually over the next ten 
years.  Mexico hopes Japan will open factories 
in Mexico to revive an “assembly for export” 
industry that was hurt by increased Chinese 
competition and the U.S. recession.  Mexican 
officials predict 82,000 jobs will be created 
annually in Mexico during the first ten years of 
the agreement.  Mexico views the agreement as 
a gateway to other markets in Asia, though 
currently Mexico is not negotiating any new free 
trade agreements.  Catherine Hendrix 

MEXICO 
Mexican President Vicente Fox 
and Japanese Prime Minister Juni-
chiro Koizumi signed a bilateral 
free trade agreement on September 
17 after 16 months of negotiations.  
This is Japan’s second free trade 
agreement, the first being with Singa-
pore.  Mexico has now signed 12 
agreements with 43 countries.  The 
agreement, which covers 99 percent 
of industrial goods, obligates Mexico 
to decrease and eventually remove 
import tariffs on Japanese electronics, 
automobiles, and steel. In addition to 
other concessions, Japan has agreed 
to reduce import tariffs on most 
Mexican agricultural produce over a 
period of three to seven years.  The 
agreement will take effect in April 
2005 pending legislative approval.  
Mexico anticipates that this free trade  
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MEXICO 
The Mexican economy is losing global competitiveness, according to Mexico’s 
Central Bank (Banxico) Governor, Guillermo Ortiz.  Mexico’s fiscal structure is 
stunting economic growth, Ortiz stated at a business conference in Veracruz, Mex-
ico on September 20.  Low tax revenues caused by widespread evasion and a poorly 
designed tax system translate into a shortage of public monies to invest in such com-
petitiveness-enhancing areas as research and development, infrastructure and educa-
tional improvements, and the fight against poverty.  Ortiz added that Mexico must 
implement fiscal and monetary austerity in order to consolidate economic stability, 
but this is held back by Mexico’s low level of tax revenue. Mexico’s tax revenues 
amount to about 12 percent of GDP, the lowest proportion registered by any 
OECD country and similar to the tax performance of much poorer countries.  Differ-
ent indices of competitiveness have shown that Mexico has been losing competitiveness in the global 
economy over the past several years.  Encouraging competitiveness must remain a pillar of Mexico’s 
development strategy, especially due to the direct relation between competitiveness, economic growth 
and employment.  Lack of consensus in Congress however, has prevented the implementation of the 
structural reforms necessary to increase competitiveness.  Mexico’s fiscal structure must be strength-
ened to achieve adequate and sustained economic growth and to improve the standard of living of its 
population. Jennifer Phillips 
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the future of Quebec 
politics. Despite the fact 
that the left-wing UFP 
party was created only 
two years ago, it scored 
better than the estab-
lished ADQ party in two 
ridings (with between 5 
to 8 percent of the vote 
compared to between 3 
to 5 percent of the vote 
for the ADQ). The outcome 
of the by-elections will not 
affect the distribution of power 
in the Quebec legislature, as 
the Liberals still maintain a 
majority of the 125 seats (the 
PQ now has 46 and the 
ADQ gained the status of 
official party with five seats). 
However, the results point to  

CANADA 
Four Quebec ridings 
elected new representa-
tives on September 20 in 
a provincial by-election. 
The results were mixed for 
the governing Liberal Party, 
which lost two seats, one to 
the Parti Québécois (PQ) and 
one to the Action démoc-
ratique du Quebec (ADQ) but 
which also saw the first 
black woman in the history 
of the Quebec legislature 
elected in the Montreal rid-
ing of Nelligan. Another 
interesting development 
from these elections was 
the emergence of a fourth 
party, the Union des Forces 
Progressistes (UFP), as a po-
tentially important player in  

 
growing unpopularity with 
Premier Charest’s agenda of 
redefining the role of govern-
ment through privatization, 
de-regulation and major tax 
and social spending, especially 
among labor unions and com-
munity groups. This shift in 
voter allegiance could prompt 
the “old” parties to become 
more receptive to some of the 
new issues that are preoccupy-
ing Quebeckers, including 
globalization, sustainable 
development and the environ-
ment, and will likely play an 
important role in the next 
provincial election. Sonia 
Ziadé 
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CANADA 
Recent debate on the 2005 Homeland Security spending bill supports in-
creased funding for northern border security.  The U.S. Senate passed several 
amendments of its version of the 2005 homeland security spending bill that added 
$687 million in homeland security spending to bring its overall DHS budget alloca-
tion to $33.8 million for 2005. One amendment allocated an extra $200 million to 
upgrade air surveillance capabilities along the Canada-U.S. border by opening four 
bases in Montana, Michigan, North Dakota, and New York to enable seven day a 
week surveillance for terrorists, drug smugglers, and contraband (one base is already 
operational in Bellingham, Washington). Speaking from the Senate floor, Senator Max 
Baucus (D-MT) urged support for the amendment because “terrorists may already be 
exploiting spotty surveillance of the northern border to enter the United States”. 
Other amendments added $120 million in funding, with $40 million for the purchase 
of radiation detection devices, $40 million to hire more border inspectors, and $40 
million for additional border patrol agents. The increased surveillance methods approved by 
the Senate are strikingly similar to those that have existed on the U.S.-Mexico border for years. 
While it is unlikely that by itself  the new measure will have a dramatic impact on security - the 
northern border is over three times as long as the southern border, currently disposes of a staff 1/8 the 
size of the southern border, and much evidence points to large numbers of smugglers and illegal immi-
grants evading the current  security measures on the shorter southern border – it is nonetheless a step 
in the right direction of allocating much needed additional resources to the northern border. Andre 
Belelieu 
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A federal-provincial conference on 
the future of the Canadian health 
care system was held from Sep-
tember 13 to 15 in Ottawa. Re-
cently, relations between Canada’s 
provinces, which manage the health 
care system, and the federal govern-
ment, which sets national standards 
that the provinces must follow and 
funds much of the system through 
transfer payments to the provinces, 
deteriorated over the question of 
funding. The purpose of this confer-
ence was to end recent disagreements 
and secure a long-term deal that 
would improve Canada’s health care 
system. After more than three days of 
negotiations, the provincial premiers 
and the prime minister agreed on a 
ten-year national health care agree-
ment that includes a transfer of  
 

CDN$18 billion over the next 6 
years from the federal government to 
the provinces and a increase of six 
percent a year for the next ten years 
for a total of $41 billion. In return 
for this funding, the provinces 
pledged to reduce waiting times for 
medical procedures, one of the major 
complaints of Canadians with the 
current system. The deal is a personal 
victory for Paul Martin, who won the last 
election by promising to make health care 
the priority of this minority government, and 
who would have been blamed for a failure to 
reach a long-term deal with the provinces. It 
is unlikely, however, that this deal will per-
manently put an end to federal/provincial 
quarrels on health care. The first indica-
tions may come when the first ministers will 
meet again on October 6 to deal with issues 
such as equalization payments and other 
federal transfers. Sonia Ziadé 

CANADA 
UN report identifies Canada as a key beneficiary of outsourcing. In the United 
Nations Conference on Trade and Development annual report on global investment, 
Canada is identified alongside India, Ireland, and Israel as one of four countries that 
attracted 70 percent of the world’s overall “outsourcing” - defined as the relocation of 
businesses and jobs to a country outside of the company’s origin - in 2002 and 2003. 
The report explains this situation by asserting that the myth that lower wages are di-
rectly responsible for driving the outsourcing of jobs from the developed world to the 
developing world is only partially true, concluding that other factors that favor devel-
oped countries are as important for multinational companies in deciding to outsource 
- language, the availability of skilled labor, and proximity to markets. Outsourcing is a 
hot topic in the current presidential campaign. John Kerry has pledged to use the tax system to punish 
companies found to be outsourcing jobs overseas, while the White House distanced itself from com-
ments earlier this year by Gregory Mankiw, chairman of its Council of Economic Advisers, when he 
suggested that outsourcing might be good for the U.S. economy. What makes this report especially 
significant for countries like Canada is the argument that countries with similar living standards and 
wages are benefiting from jobs leaving the United States. Should subsequent studies confirm this fact, 
criticism about outsourcing will have to become more sophisticated, and economic policymaking will be 
affected regardless of who wins the election. Andre Belelieu 

Factors that 
favor devel-
oped coun-

tries are also 
important for 
multinational 
companies in 

deciding to 
outsource. 



Page 5 Volume III, Issue 10 

 
counter- terrorist efforts to debt relief 
and disaster assistance in the wake of 
the hurricanes that have ravaged the 
area.  On the bilateral front, Prime 
Minister Manning called for a “true 
symbiosis,” with Trinidad and Tobago 
guaranteeing “energy security” and the 
U.S. allowing free entry of Trinidad/
Tobago goods to the U.S. market.    
He underscored Trinidad and To-
bago’s cordial relations with Venezuela 
and Cuba. Looking ahead Manning pre-
dicted that Trinidad and Tobago’s economy 
would grow at a sustained rate and that the 
country would reach “developed nation status” 
by 2020.  

TRINIDAD AND TOBAGO 
Trinidad and Tobago’s prime min-
ister spoke at CSIS on September 
27. Prime Minister Patrick Manning 
underscored the important energy re-
lationship with the United States, not-
ing that the 1.6 billion cubic feet of 
liquefied natural gas (LNG) exported 
daily to the United States covers some 
three quarters of  U.S. annual demand. 
He outlined plans for the Govern-
ment of Trinidad and Tobago to in-
crease its participation in all stages of 
LNG production and for broadening 
the distribution network in the Carib-
bean.  Manning called on the United 
States to pay closer attention to its 
“third border” with the Caribbean, 
from counter-narcotics and  
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Central America 
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DOMINICAN REPUBLIC 
President Leonel Fernández has indicated that he will not veto a new tax bill, 
which includes a 25 percent import tax on corn syrup, despite warnings from 
U.S. officials that it could jeopardize the free trade agreement between the two coun-
tries.  He had urged congress to drop the tax.  In a letter to Fernández last week, 
United States Trade Representative Robert Zoellick said that if the corn syrup tax 
becomes law, “I could not recommend including the Dominican Republic in the free 
trade agreement package for consideration by the U.S. Congress.”  Dominican law-
makers said without the tax, competition from corn syrup would devastate the lucra-
tive sugar cane industry.  The tax was included as part of a larger fiscal reform pack-
age that includes tax increases on domestic beer and tobacco.  Fernandez’ dilemma is 
that losing the free trade agreement with the United States would be seen as a major political defeat.  
On the other hand, trying to redo the tax package in a congress where he has relatively little political 
support would be at best difficult and time consuming. He is likely to sign the bill and later to seek 
removal of the corn syrup tax. Lowell Fleischer 
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HAITI 
The Government of Haiti reported that 1,500 people were killed, more than 
200,000 left homeless and over 1,050 missing in the wake of tropical storm 
Jeanne.   Adding to the terrible human suffering caused by the storm, the projected 
$30 million in relief has been set back by a resurgence of organized gangs in Gonaives 
and its surrounding communities, the area hardest hit by the storm.    The UN peace-
keepers in Haiti, some 2,700 overall, have been hard-pressed to maintain order and 
keep supplies moving in Gonaives.  “There’s a big problem with gangs,” reported 
John Harrison, the security chief of the UN stabilization mission in Haiti.    The ability 
of organized gangs to disrupt UN relief to Gonaives underscores the urgent need for the UN stabili-
zation mission to be brought up to its approved level of 6,700 and for UN civilian police (approved 
at the level of 1,622)  to be deployed.  The Haitian National Police (HNP) has little presence out-
side of Port-au-Prince.  A highest-priority challenge to the UN and the international community will 
be to help reorganize, enlarge, train, and equip the HNP.  Jonathan Haseltine 
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PANAMA 
Newly-inaugurated Panamanian 
President Martin Torrijos comes 
into office facing what has become 
a common challenge for new Latin 
American chief executives:  high 
expectations and nearly empty 
government coffers.  “The priority 
of my government will be the genera-
tion of jobs.  Foreign investment is 
fundamental for this,” Torrijos said 
recently. Unemployment is about 14 
percent and the government has had 
trouble meeting its payroll. Although 
the Panamanian economy has grown 

 
by about 7 percent in the last 18 
months, government income has not 
kept up.  The country has a growing 
public debt of about $9 billion, equal 
to roughly 70 percent of its annual 
GDP. One of the other items on the new 
administration’s agenda is expansion of the 
Panama Canal to accommodate larger ships, 
a decade-long project that could cost as much 
as $10 billion.  Panama says the bulk of the 
expenditure should be covered by fare in-
creases and by cash reserves of the Panama 
Canal Authority. Lowell Fleischer. 



 
the meeting, Brazil’s Na-
tional Development Bank  
(BNDES) secured a loan 
guarantee of approximately 
US$200 million dollars to 
Argentine-based Petrobras 
Energía. The recent loan is 
a smaller portion of the 
proposed US$1 billion dol-
lar loan package that Brazil 
will extend to Argentina via 
BNDES for the expansion 
of the San Martín pipeline 
system, which is the largest 
pipeline in South Amer-
ica—currently delivering 
almost 60 percent of Ar-
gentina’s total gas need.  
 

 
According to the Petrobras stra-
tegic plan (2003-2007) the 
proposed US$200 million dol-
lar initial investment represents  
almost 3 percent of the com-
pany’s average total annual in-
vestment (US$6.9 billion). No-
tably, at a time when large-scale 
foreign investments in Argentina 
are at record lows, Brazil’s po-
litical gesture and timely loan 
guarantee helps its neighbor by 
infusing investment capital into 
the energy sector. However, the 
BNDES loan conditionally 
requires that Brazilian equip-
ment and supplies will be used 
for the construction of the pipe-
line. Jonathan Haseltine 

ARGENTINA-
BRAZIL 
Argentina and Brazil 
integrate energy ef-
forts. On September 9, 
2004 Argentina’s Econ-
omy Minister, Roberto 
Lavagna, met with Brazil-
ian president, Luiz Inacio 
Lula da Silva, to further 
deepen the energy rela-
tionship between the two 
Mercosur countries. Dur-
ing the meeting, Presi-
dent Lula underscored 
Brazil’s commitment to 
investment in Argentina’s 
energy infrastructure. 
Within two weeks after  
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South America 

ARGENTINA 
On September 24, the Unión Cívica Radical’s (UCR) National Convention 
elected Adolfo Stubrín as its president. Stubrín received the support of reformist 
currents within the party. He defeated Luis Cáceres, who was backed by the party’s 
old guard, including former president Raúl Alfonsín.  Since its foundation in the 19th 
Century, the Radical movement played a major role in Argentine politics. The 2001 
crisis, however, led to the division of the UCR and the disastrous presidential cam-
paign of 2003, when the Radical ticket came in sixth. Popular leaders who have left the 
party and now head their own movements, such as Ricardo López Murphy and Elisa “Lilita” Car-
rió, have not been able to translate their large national backing to the local structures that support 
them. For that reason, the UCR remains second only to the Partido Justicialista when it comes to 
institutional power: governorships, municipal governments and seats in both houses of Congress. This 
mismatch between charismatic leaders and institutional presence increases the hegemonic role of Pero-
nism. A Cáceres victory would have postponed indefinitely any chance of reconciliation of Radicalism 
with the electorate. His defeat is only the first step taken along a road that may eventually lead to the 
U.C.R’s reunification and its reassuming a central role in any future non-Peronist coalition. Carlos 
Regunaga 



 
approval rating of Lula’s 
government rose from 38.2 
percent in August to 41.3 
percent in September and 
has grown by 12 points 
since June.  The investment 
rate has also improved but 
remains at less than 20 per-
cent of GDP.  On the one 
hand, this positive economic 
news is already felt as Lula’s 
Labor Party (PT) wins six out 
of the eleven capitals that have a 
final result for the municipal 
elections held October 3.  On the 
other hand, the economic upturn 
and increased domestic demand,  

 
along with higher oil prices are 
likely to fuel higher inflation, 
expected to reach 7..3 percent 
this year. In an effort to curb the 
inflation rate increase, the Cen-
tral Bank hiked interest rates 
for the first time in 19 months, 
by .25 percent to 16.25 percent. 
The decision to raise rates did 
not please businesses and union 
leaders, who have accused the 
bank of fighting inflation at the 
expense of further economic 
growth and investment. 
Viviane V. Leffingwell 

BRAZIL 
September was marked 
by positive economic 
news for Brazil.  The 
unemployment rate de-
clined further (to 11.4 
percent) and domestic 
consumption rose.  The 
2004 trade surplus as of 
September 26 was $25 
billion,  ahead of the sur-
plus recorded in 2003.         
These numbers contrib-
uted to a 5.7 percent 
GDP growth in the sec-
ond quarter, the strongest 
expansion in GDP Brazil 
has had since 1996. The  
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COLOMBIA 
The Uribe government’s effort to disarm paramilitary groups is encountering 
problems.   The best-known leader of  the so-called “united self-defense 
forces” (AUC), Salvatore Mancuso, withdrew from talks with government peace 
commissioner Luis Alberto Restrepo.  Thereafter Miguel Arroyave, a leader of  one 
of  the largest “para” gangs, was killed, apparently by his own subordinates.  He had 
left the secure zone where the government was meeting with the major AUC leaders 
and taken by government aircraft to his home base in the eastern plains.  The gov-
ernment believes it was justified in assisting his return because Arroyave was going 
to discuss the government’s latest offer with his subordinates and could not have 
known that some of  them would so emphatically veto the proposal. Last week, Bo-
gotá’s news magazine Semana published excerpts of  ten hours of  the negotiations 
from tapes it had acquired. The tapes show Restrepo engaged in discussion of  ways 
the “para” chiefs might avoid U.S. extradition or prosecution by the International 
Criminal Court.  Negotiation with the paramilitary chiefs is fraught with moral ambiguity.  It 
has always been clear the AUC leaders’ principal objective is to avoid serious punishment for nar-
cotics trafficking and gross human rights violations.  While President Uribe has stressed on several 
occasions that freedom from extradition will never be part of  any general bargain, the government 
has sought to keep talks going by suggesting there may be some way individuals might gain impunity 
from trial abroad if  they show “good faith and the intention to amend” their lives. Not surprisingly 
the U.S. Senate recently conditioned future aid to Colombia on certification that the AUC talks 
will not interfere with extradition of  narcotics traffickers.   Phillip McLean. 



 
request to do a full count 
of the paper ballots, an 
exercise that would have 
put to rest any lingering 
reservation about the 
credibility of the results.  
Neither has the interna-
tional community backed 
the opposition’s claims.  
The statistical case of 
fraud presented in Wash-
ington by Ricardo Haus-
man of Harvard and 
Roberto Rigobón of MIT  

VENEZUELA 
The  op pos i t io n ’ s 
charge of fraud in the 
tallying of the August 
15 referendum results 
has not gotten any trac-
tion, either in Caracas or 
abroad, and probably 
won’t unless the opposi-
tion is able to come up 
with hard evidence of 
fraud. As expected, the 
National Election Coun-
cil (CNE) rejected the 
charges of fraud and a  

 
provided for interesting 
reading, but did not add 
up to the smoking gun 
required.  In sum, it looks 
like the referendum option to 
remove Chávez has run out of 
steam.  The greater divisions 
that now exist within the op-
position and the lower voter 
turnout expected should favor 
the forces of President Chávez 
in the October 31 municipal 
elections.  Miguel Diaz 
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