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HEMISPHERE
HIGHLIGHTS

Upcoming Events

Oct. 6 Book release:
Mexico’s Military
on the Democratic
Stage - by Rod
Camp

Oct. 18   Book relase: After
Fidel - by Brian
Latell

Oct. 20 Event with Beatriz
Paredes, the PRI
candidate for the
Mayor of Mexico
City

Oct. 21   Conference on
“Democracy,
Governance, and
Poverty Reduction:
Challenges for
Legislatures and
Political Parties in
the Andes”

Headlines

North  America

Colombian President Alvaro Uribe has sent “Don Berna” to a high-security prison. The Venezuelan
government appears to be accelerating plans to extend state control over foreign oil and mining indus-
tries and to expropriate other lands and business interests. Brazil’s current political crisis continues to
take a toll on the Lula government. The Organization of American States adopted a resolution in
support of Nicaraguan President Bolaños . U.S. Department of Energy estimates that the oil sands in the
western Canadian province of Alberta contain 174 billion barrels of recoverable oil resources. Officials
in the administrations of Mexico and China sign several diplomatic and trade agreements. Argentina’s
political parties appear to be more fragmented than ever as mid-term elections to be held on October 23
approach.
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Policy Paper on the
Americas

Chile’s Road to Develop-
ment, 1995-2005: Lessons
Learned, by Peter DeShazo

CSIS Significant Issue
Series

Mexico’s Military on the
Democratic Stage, by Rod
Camp

Mexico

Mexico’s National Action Party (PAN) holds the first two of three primaries to select its presidential
candidate. Former PAN president Felipe Calderón moves closer to capturing the PAN’s presidential
candidacy after winning the first two of three of the PAN’s internal elections, defeating former interior
secretary Santiago Creel and former Jalisco governor Alberto Cárdenas. After tabulating the results from
the first two primaries, Calderón won 48.5 percent, Creel 36 percent, and Cárdenas 15.5 percent. The
first vote, on September 11, was conducted in 10 northern Mexican states, the second round took place
on October 2 in the 8 southern states, and the third primary, covering 14 central states, is scheduled for
October 23. If no candidate obtains more than a 50 percent vote, a runoff election will be held between
the top two candidates on November 6. Creel, considered the frontrunner at the outset of the race, is
seeing the candidacy slip away. Calderón moves closer to capturing the leadership, as his support is
greater in the states yet to vote, making the possibility of a runoff election less likely. Although President
Fox was thought to favor Creel, he has been quick to congratulate Calderón, which appears institutional
and may serve to prevent potential splits within the PAN. As Calderón gains momentum moving into the
third round of voting, Creel refuses to concede defeat and will continue battling into the final round. It
remains to be seen what the effect of PAN’s primary process will be on Calderón’s prospective candidacy.
Regardless of the outcome of the primaries, the PAN’s candidate will face strong challenges for the
presidency from the charismatic, leftist frontrunner Andrés Manuel López Obrador and the well-oiled
machinery of the PRI, the party that ruled Mexico for 71 years. Kristin Wedding

Upcoming Publications
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Recent Events

Sep. 1     Event with Luis
Rubio on Mexico
Politics

Sep. 7     Canada Supply
Chain publication
release

Building Human
Capital publication
release

Sept. 8    U.S. Foreign Policy
Toward the Ameri-
cas with Roger
Noriega

Sept. 13  Mexico Roundtable
              Series - The Left

Forum with
              Uruguayan Presi-

dent Vázquez

Sept. 20  Event with
Mexico’s Foreign
Relations Secretary
Luis Ernesto
Derbez

Sept. 29 Presentation of a
paper on Mexico:
“A technical
assessment of the
legal and institu-
tional limitations
in ensuring a
leveled electoral
playing field”

Officials in the administrations of President Vicente Fox and his Chinese counterpart, Hu Jintao,
signed several diplomatic and trade agreements on September 12 during Jintao’s first visit to Mexico.
Among the agreements are documents to establish a Chinese cultural institute in Mexico, prevent
double taxation for those doing business in both countries, and create frameworks for discussing
cooperation on development and mining. Other agreements call for China to import Mexican grapes
in exchange for Mexico importing Chinese pears. During the visit, the leaders announced a “strate-
gic partnership” between the two countries, discussing the importance of fighting counterfeit Chi-
nese exports to Mexico, establishing direct flights between the countries, and cooperating for UN
reform and the promotion of multilateralism. The agreements served to diffuse China-Mexico ten-
sions and address Mexico’s growing 31-to-1 trade deficit with China. They also were a small step
forward in China’s attempt to gain more access to Mexican natural resources, which are hard for
China to exploit and of limited value because of Mexico’s constitutional restrictions on fossil fuels
and relatively small mineral resources base. Mexico is China’s second-largest trading partner in Latin
America after Brazil, the latter, unlike Mexico, enjoying a large trade surplus with China. However,
Mexican trade restrictions and accusations of Chinese dumping have slowed the growth of Mexican-
Chinese trade. The relationship was further challenged last year when China displaced Mexico as the
United States’ second- largest trading partner. In the past Mexico has had a two-track policy toward
China, avoiding criticism of China on political and human rights issues but vocally criticizing trade
policies that affect Mexico. Now, Fox and Jintao are hoping that a degree of further cooperation on
the economic front may serve the two emerging markets better than head-to-head competition for
the same customers. Samuel G. Hedlund

President Fox submitted an energy reform pack-
age to Congress in an effort to increase Mexi-
can production of natural gas by allowing pri-
vate equity investment. The proposal includes
a constitutional amendment that would allow
companies to produce non-associated Mexican
gas, it but will not affect gas produced in wells
associated with oil. The proposal also sets price
caps on electricity and natural gas. Despite high
oil prices, heavy taxes on Pemex’s revenue have
prevented Pemex from allocating money for the
exploration and production of natural gas. By
allowing for private investment in the industry,
Fox’s proposal aims to decrease Mexico’s de-

pendence on expensive gas imports from the United
States. The economics of price caps on domestic gas
and gasoline in order to alleviate the burden of high
energy costs are questionable in that they distort
market signals. By deviating from Pemex’s
longstanding monopoly over oil and gas production,
Fox’s proposal does not appear to be politically vi-
able in the final year of his term. Several legislators
have voiced their opposition to the plan. Large gas
reserves are thought to exist in the Alaminos Can-
yon area of the Gulf of Mexico and President Fox
hopes to develop these areas jointly with private in-
vestors. Chad Waryas

Recent Publications

Network-Centric Security
for Canada-U.S. Supply
Chains, by Joel Weber
(published jointly by the
Fraser Institute)
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Canada

On September 15, the Wall Street Journal reported that the U.S. Department of Energy currently esti-

mates that the oil sands in the western Canadian province of Alberta contain 174 billion barrels of
recoverable oil resources—a reserve second only to that of Saudi Arabia. Described as a mixture of grit
and a thick grade of crude oil, or bitumen, the oil sands have only recently become a highly popular
commodity due to the rising oil prices on the global market. Though it is challenging to extract the oil
and convert the raw bitumen into synthetic light crude oil, and the province of Alberta alone does not
have the capacity to achieve this, various production companies have willingly taken on the challenge.
The Canadian-based companies Nexen Inc. and OPTI Canada Inc. plan to invest upwards of C$10
billion over the next decade, with the goal of tripling the output of their Long Lake joint venture; and the
French company Total SA is currently looking to invest U.S.$7 billion in the oil acreage it holds under its
subsidiary, Deer Creek Energy Ltd. Despite these new investments, however, the regional economic
imbalances resulting from oil sands revenues have caused some heated debate among the Canadian
provinces and people. In the Trudeau era, the equalizing National Energy Program made Alberta oil
available at a reduced price within Canada and left the western province with a resonating anti-Liberal
sentiment. Although Prime Minister Paul Martin has dismissed the possibility of implementing a similar
initiative, with the rest of the Canadian provinces feeling the effects of increasing oil prices, there is
considerable pressure to launch a program under which Alberta would share its newfound wealth with
its provincial neighbors. It is argued by some that this is necessary in order to correct the fiscal imbalance
between the various regions in Canada and prevent issues like an increase in labor movement from
Saskatchewan from becoming unmanageable. With oil industry experts predicting a growth in produc-
tion from this region to approximately 2.7 million barrels of oil per day by 2015, and Alberta presently
enjoying C$12 billion in energy revenues, it is clear that the debate will persist well into 2006. In
addition, the impact of Hurricane Katrina on the oil markets could not only spark greater U.S. interest in
the Alberta oil sands as a long-term supply source, it could further aggravate the issues of imbalance
between the provinces of Canada. Meaghan Ursell

Central America

Nicaragua

The Organization of American States adopted a resolution in support of Nicaraguan President Bolaños

on September 9, reaffirming his position as the democratically elected head of state and denouncing the
current “political crisis.” The resolution also reiterated the importance of separation of powers and
democratic institutions, citing the Inter-American Democratic Charter, and pledged to continue its close
observation of the situation through its special envoy. In recent months the Sandinista/Liberal opposi-
tion attempted, through its power in the National Assembly, to remove the President’s immunity so that
corruption charges could be brought against him. On September 12, former Nicaraguan President and
Sandinista leader Daniel Ortega announced that his party would not pursue its campaign for Bolaños’
impeachment. Since this pledge was made, however, five top officials in the Bolaños government have
had their immunity removed, and when pleading their case to the Inter-American Human Rights Com-
mission, these officials warned that the opposition was waging a “slow-motion coup” against the
Bolaños administration. The fact that Ortega backed down from pursuing this specific action against
Bolaños will certainly not be the last chapter in this power struggle. The OAS commitment to democracy
in Nicaragua is a valuable resource, but more important will be the ability of Nicaraguan civil society to
promote reform within their democratic system. This includes the Supreme Court, which must begin to
act independently of the National Assembly, and the political parties, which need to provide voters with
viable alternatives to the anti-democratic practices of the Sandinista-Alemanista bloc. Caryl Tuma
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The Argentine political
fragmentation leads to what
are essentially 24 local
confrontations, one may be
tempted to judge the results
by counting and weighing
the districts for and against
the president.

South America

Argentina

Argentina’s political parties appear to be more fragmented than ever as mid-term elections to be held on
October 23 approach. President Néstor Kirchner expects a strong triumph, but his own Frente para la
Victoria is not likely to get more than 30 percent of the votes, nation-wide. Together with the Partido
Justicialista, to which the president is still affiliated, Peronism could obtain about 55 percent of all valid
votes. This figure would be misleading, however, because the Partido Justicialista is controlled in many
provinces by some of Kirchner’s staunchest rivals. The rest of the electorate will be represented by so
many parties and alliances that none of them is likely to get more than half of the Frente’s votes. Since
this fragmentation leads to what are essentially 24 local confrontations, one may be tempted to judge
the results by counting and weighing the districts for and against the president. Latest polls indicate that
Kirchnerista forces are likely to win only half of them, including the key Buenos Aires Province, but will
lose some very important districts such as the city of Buenos Aires and the provinces of Santa Fe and
Mendoza. The winners, however, will be such a wide array of political combinations and ideologies that
no effective opposition force is likely to be forged on the basis of their local victories. Most analysts
believe that the interpretation of this year’s results eventually prevailing in the mass media will have a
great impact on the political realignments and coalitions that will become necessary after the elections
for the functioning of Congress and in preparation for 2007 presidential elections. Carlos Regunaga

Brazil

Brazil’s current political crisis continues to take a

toll on the Lula government. For the first time in
Brazil’s history the president of its most important
political institution (the Chamber of Deputies) re-
signed. Severino Cavalcanti’s resignation comes
amid allegations that he took bribes from the
owner of a restaurant that operates in Congress,
adding to the congressional vote-buying and
campaign-financing scandals that emerged in
early June. When elected president of the Cham-
ber in February 2005, Severino represented a de-
feat for the Lula administration, but he later be-
came an ally of the government, most notably
during the political crisis when he helped dismiss
impeachment requests against President Luiz
Inacio Lula da Silva. In fact, before Severino left
office, the PT (Partido dos Trabalhadores) declined
to support a five-party petition requesting that
the Ethics Council start an investigation against
him. On September 28, the government success-
fully elected to the Chamber presidency the can-
didate it supported, Aldo Rebelo, against two
strong challengers—Michel Temer (Partido do

Movimento Democrático Brasileiro, PMDB) and
José Thomaz Nonô (Partido da Frente Liberal, PFL).
The victory, however, was no easy feat. Rebelo
won the second round of votes, after tying the
first round with Nonô, by only 15 votes. In addi-
tion, the government now will have to release
substantial resources to fulfill promises to the al-
lied parties that supported Rebelo’s election, in-
cluding a promise to release at least R$ 1.5 billion
for projects of their interest and a promise to give
them additional political posts. Aldo Rebelo of
the Communist Party (PC do B) was President
Lula’s former minister of political coordination.
He is now charged with the task of sending the
allegations made in the Postal and Mensalão Par-
liamentary Inquiry Commissions (CPI) to the Eth-
ics Council and will preside over the indictment of
the accused congressmen. Rebelo’s election defi-
nitely represents a victory for the Lula govern-
ment; however, it may not be enough to restore
Lula’s political clout and to pass political reforms
before the end of his term. Viviane Leffingwell

Colombia

President Alvaro Uribe has sent “Don Berna” to a high-security prison rather than extradite him to the
United States. The high-profile paramilitary leader, a man of many aliases (including “Diego Murillo”),
is also considered one of the country’s major narcotics traffickers, long sought by U.S. authorities. For
the last two years, he and other paramilitary chieftains have been hold up in a safe haven in the
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mountains of northern Colombia negotiating the demobilization of their various armed groups. The
first to disband in November 2003, the Cacique Nutibara from the poor neighborhoods of Colombia’s
second city, Medellin, did so at Don Berna’s command. At that time, there was considerable skepticism
since the national government was not ready to supervise their reinsertion into their communities, but
the city’s mayor, Sergio Fajardo, insists his municipal government, working with civic-minded citizens,
has made the demobilization a success. In 2001 the city suffered 2,100 violent deaths versus “just” 600
in the first nine months of the current year. It appears that the paramilitary leader thought his coopera-
tion with the government would earn him protection from U.S. extradition demands, minimum punish-
ment in Colombia, and a degree of freedom to continue his narco-trafficking and political dealing.
“Don Berna” seems to have guessed right on the first count; now it is up to the Colombian president to
insure that he was wrong on the other two. The notorious paramilitary, once a bodyguard of Pablo
Escobar who later turned against his leader and reportedly inherited much of his narcotics business,
could well attempt to use his prison as a headquarters for “business as usual,” much as the Ochoa and
Rodriguez Orjuela families did. That will cause friction between Colombia and its close ally, the United
States. Phillip McLean

Venezuela

The Venezuelan government appears to be accel-
erating plans to extend state control over foreign

oil and mining industries and to expropriate other
lands and business interests. In late September,
Hugo de los Reyes Chávez, the governor of Barinas
state and President Hugo Chávez’s father, seized
a food storage and distribution plant owned by
Empresas Polar. Earlier in the month Monagas state
seized a ketchup plant owned by the H.J. Heinz
Co. The government plans to take over six farms
in Barinas, Agriculture Minister Antonio Albarran
said last week. Oil Minister Rafael Ramirez also
said last week that the government might take
over oil fields operated by multinational compa-
nies if the companies failed to comply with a new
legal operating framework, giving the government

a majority stake, by the end of the year. Chávez
said again this month that eliminating large land
holdings is part of “21st century socialism.”
“Those that don’t cooperate with us, we will ap-
ply the law and take everything,” Chávez said in a
speech September 22. “To those we expropriate
land from, maybe I will give them a piece of paper
that says, ‘in 2030, collect from Chávez.’” It seems
inevitable that the land and plant seizures will
affect business confidence and scare off additional
private investment as property rights are weak-
ened. Expropriation of local assets is likely to con-
tinue but the Chávez government will be content
to impose tougher terms and tighter restrictions
on petroleum and mining companies. Lowell

Fleischer

It seems inevitable that the
land and plant

seizures In
Venezuela will
affect business
confidence and
scare off addi-
tional private

investment.


