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North America

Canada

On January 22, a special panel headed by former Liberal cabinet minister John Manley offered its final

recommendations on the role of Canada in Afghanistan. The Independent Panel on Canada’s Future

Role in Afghanistan was established in October 2007 by Prime Minister Stephen Harper and was tasked

with providing options for the Canadian mission in Afghanistan after the end of its mandate in February

2009. The panel argued for an indefinite extension, saying that the job of Canada and other members

of the International Security Assistance Force will be done only when Afghanistan’s army is ready to take

over and provide security. The report, however, provided two key conditions that would need to be met

in order to maintain the Canadian Forces in the area: the commitment would be contingent on the

assignment of an additional 1,000 soldiers to Kandahar by the North Atlantic Treaty Alliance (NATO)

before February 2009 and on the purchase of medium-lift helicopters and unmanned aerial vehicles by

the Canadian government. The report argues that if these two demands are not met, Canada should pull

out. Prime Minister Harper has said his government will launch a diplomatic effort before the April NATO

meeting in Bucharest in order to be able to meet these requirements. The report could prove to be a

significant bargaining chip for Canada, but whether Harper is willing to remove Canada from Afghani-

stan and risk international criticism remains to be seen. At home, the war, which has since 2002 claimed

78 Canadian lives, remains widely unpopular. Public opinion polls and opposition parties have been

united in demanding a full withdrawal of troops by the February 2009 deadline. The Liberals, however,

with low ratings in the polls, are not eager to force an early election and will likely have to back the

government or abstain in key votes in order to avoid bringing the minority Conservative government

down. Tanya Primiani
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On January 1, the final and most sensitive chapter of the North American Free Trade Agreement

(NAFTA) came into effect. Tariffs on corn, rice, beans, milk, and sugar were lifted following the end of a

NAFTA-stipulated 13-year grace period aimed at increasing the competitiveness of the most vulnerable

agricultural products before full liberalization. The liberalization of these markets was met with protests

around Mexico. At one minute after midnight on January 1, approximately 1,000 protesters assembled

on the Córdoba-Americas bridge in the Mexican border town of Ciudad Juárez and blocked traffic for

36 hours. Demonstrations occurred in front of the U.S. embassy in Mexico City, and hundreds of

campesinos marched through Tuxtla Gutiérrez in Chiapas. More mobilizations are expected. In reaction

to the demonstrations, the Mexican Congress, including members of President Felipe Calderon’s Na-

tional Action Party (PAN), called on the president to consider amending NAFTA. Calderon, however,

refused to yield to Congress’s pressure, stating that “Overall, [NAFTA] has benefited the country.”

Concerns about the economic impact of opening Mexico’s corn market to U.S. exports are debatable. Of

the 5.5 million tons of corn that Mexico imports from the United States, about 90 percent of it is yellow

and used for livestock feed, compensating for a deficit in Mexican production of this important product.

Analysts believe it will not represent an immediate risk to the 17 million tons of white corn that Mexico

currently produces for human consumption. In addition, MASECA, the main buyer of maize in Mexico,

has committed itself to buying Mexican maize throughout 2008. Nevertheless, this is not solely an

economic issue. Corn is a significant element of Mexican identity, having constituted one of the country’s

primary staple foods since Aztec times. As a result, any perceived threat to national heritage stemming

from the importation of U.S. corn will most likely continue to be used by the opposition parties,

especially the Party of the Democratic Revolution (PRD), for political gain. Sarah McCune

On January 22, Mexico’s Institutional Revolutionary Party (PRI) announced that it is open to discussing

reforms to Petróleos Mexicanos (Pemex), the country’s state-owned oil company. “We are completely

open today to any proposal,” PRI general secretary Jesús Murillo said in an interview. He continued that

his party was “Ready to work with anyone that [came] up with a good proposal,” and “Everything

[could] be debated,” including “strategic alliances” with private, foreign, or domestic firms. The debate

could include amending article 27 of the Constitution, which grants the state complete ownership of all

natural resources. However, Murillo did confirm that the PRI would not support the full privatization of

Pemex. Mexican president Felipe Calderón has championed private investment in parts of the country’s

oil sector, especially in the area of deep-water exploration and production. Pemex, whose profits ac-

count for approximately 40 percent of Mexico’s total revenue, suffers from declining production. Ac-

cording to government projections, if it is unable to explore its deep-water reserves, crude production

could decrease from its current level of 3.1 million barrels a day to as little as 2.1 million in 2016. Some

analysts contend that in the next 10 years, Mexico will become a net importer of oil. A draft bill is

expected to be presented to Congress in April, and the full support of the PRI is needed in order to attain

the two-thirds majority required to change the Constitution. Internal divisions exist within the PRI,

however, and a coalition of opposition parties, including the Party of the Democratic Revolution (PRD),

has threatened a legislative strike in the Congress of the Union to prevent the passage of a reform bill.

Energy reform remains a hot-button issue in Mexico, but the reality of a looming production and

revenue crunch is taking on an increasingly larger profile in the political debate. Sarah McCune

“Pemex, whose profits ac-
count for approximately 40
percent of Mexico’s total
revenue, suffers from de-
clining production.”



Page 3Volume VII   |   Issue  1

1800 K STREET, NW, WASHINGTON, DC 20006  |  T. 202.775.3211  |  F. 202.466.4739  |  WWW.CSIS.ORG

 “In order to meet this fi-
nancial need, the agree-
ment calls for each indi-
vidual country to incre-

mentally increase the per-
centage of GDP that it de-

votes to education over
the next 14 years.”

Central America
On December 12, the presidents of Belize, Costa Rica, El Salvador, Guatemala, Honduras, Nicaragua,
Panama, and the Dominican Republic signed a regional pact on education reform. The so-called
Education Decalogue 2021 lays out a 14-year agenda for improving several aspects of the education
systems of Central America and the Dominican Republic. In general terms, the agreement focuses on
expanding access to education throughout the region, enhancing the quality of the education pro-
vided, strengthening the effectiveness of the institutions involved in education, and increasing each
country’s investment in education. Within these four overarching goals, it specifies 10 policy objec-
tives, including the establishment of universal access to all levels of pre-tertiary education and of
viable national standards of achievement to be assessed through national standardized testing.
Other notable goals of the agreement include the creation of financial incentives geared toward
improving teacher training and performance as well as the establishment of administrative autonomy
for local schools in order to encourage participation on the part of parents and local communities.
Such improvements are especially relevant in light of the recent release of test results of the Organisation
for Economic Co-operation and Development (OECD) Programme for International Student Assess-
ment. Although none of the signatories of this new accord were evaluated, the fact that the six Latin
American nations that did participate in the testing scored in the bottom third reflects a regionwide
lack of competitive education. While each of the 10 objectives laid out in the agreement addresses
major shortcomings of these nations in providing education, perhaps the most important aim of the
decalogue is to increase investment in education and to monitor and assess the effectiveness of that
investment. Fulfillment of the agreement’s objectives will require substantial amounts of new funding
from each country. In order to meet this financial need, the agreement calls for each individual country
to incrementally increase the percentage of gross domestic product (GDP) that it devotes to education
over the next 14 years. However, in light of the limited financial resources of the decalogue’s signato-
ries, it remains to be seen whether the countries will be able to marshal the political will to sustain
these commitments over time. Peter Gosselin

“The Finance Ministry
admits that less than 10

percent of demand [for
milk] is being met.”

South America

Venezuela

Frustrated by growing domestic food shortages, which have strengthened the increasingly better-
organized opposition, President Hugo Chávez late last month threatened to nationalize farms and
milk processors that refuse to supply the domestic market. The milk problem is particularly acute.
The Finance Ministry admits that less than 10 percent of demand is being met (and only 40 percent
of nine other staples). Despite widespread price controls on most consumer items, the government
has permitted the price of milk to increase, but even this may not help the situation much. While
announcing that Petróleos de Venezuela, S.A. (PDVSA) will boost oil-related investments to $15.6
billion (a 56 percent increase over 2007) this year, Oil Minister Rafael Ramírez also said the “new
PDVSA” would launch a subsidiary focused on food production and distribution. He said the new
state-run food company will spend $150 million to import milk, beef, chicken, sugar, beans, and
other products. If the shortages continue, which seems likely given the growing economic imbal-
ances, including spiraling inflation, Chávez could well move forward with the nationalization of
some farms and milk plants. He is desperate to shore up his popularity among the poor, who are
being hurt most by these shortages. As much as better organization appears to be needed for food
distribution, there can be little doubt that assigning the task to PDVSA can only serve to further
weaken an already distracted oil company. PDVSA’s involvement in a series of non-oil-related activi-
ties has hurt oil production. With current production running considerably less than the 3 million
barrels a day the government claims, it is difficult to see how this can increase to 5.8 million barrels
a day by 2012, which is PDVSA’s goal. Lowell R. Fleischer
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Ecuador

President Rafael Correa’s administration is seeking to raise oil production while at the same time
increasing the state’s control over the industry. Late last month, Petroleum and Mines Minister Galo
Chiriboga announced that the government had begun negotiations to replace contracts with foreign
companies, including Spain’s Repsol YPF, Brazil’s Petrobras, U.S.-based City Oriente, and a Chinese
company, with new agreements that would allow the state to own the crude while paying the firms an
extraction fee. Under the current contracts, the companies own the oil they extract. However, under
a recent Correa decree, they must pay a 99 percent tax on any price above $24 a barrel. “We’re the
owners of the resource and we believe that both for them and for us it’s the best mechanism under the
current circumstances, when there are high prices in the market,” he said. Meanwhile, Petroecuador
president Fernando Zurita told a news conference that Ecuador expects around $1 billion in private
investment in four existing oil fields over the next three years. The state will invest another $2 billion
in an attempt to raise production by 11 percent. Correa, whose approval ratings have dropped 15
percent in the last two months, has blamed the country’s less than 3 percent economic growth in
2007, one of the lowest in Latin America, on declining oil production. Relations between the govern-

Colombia

Rarely has Colombia faced such an array of difficulties and opportunities. Ever since President Alvaro
Uribe declared back in December that he didn’t want Hugo Chávez as his go-between with the
Revolutionary Armed Forces of Colombia (FARC), the angered Venezuelan president has by word and
deed been making life difficult. Each week, Chávez unleashes a new torrent of taunting, even threat-
ening, insults. In his latest tirade, he called Uribe a mafia don in the style of Vito Corleone and once
again hinted at a possible cross-border conflict. His ally, President Daniel Ortega of Nicaragua, has
similarly tried to stir up enmity toward Colombia with aggressive assertions about territorial rights in
the Caribbean Sea. Colombians tend to downplay Chávez’s bluster, but his actions are causing anxiety
and some real pain. The Venezuelan leader said his country will now buy products from other countries
whenever it can. That is already affecting Colombian car makers. In recent years, 20 percent of the
automobiles assembled in Colombia were sold in Venezuela, but with the threat, Colombian firms
have recently announced that they will cut 4,000 jobs. Despite Uribe’s attempt to distance his Venezu-
elan colleague from Colombian affairs, Chávez, with the help of Colombian senator Piedad Córdoba,
pushed ahead with his “humanitarian initiative” and managed to gain the release of two FARC-held
hostages. Briefly, it seemed it was Uribe’s turn to be embarrassed, and the release was a gain for the
FARC and Chávez. Venezuelan authorities subsequently called for the FARC to be granted “belligerent
status” under international law. The hostage release also, however, drew attention to signs of FARC
weakness. The freed hostages revealed the terrible and worsening conditions they and others suffer
daily; clearly contradicting the romantic images that some foreign audiences hold about guerrilla life. In
the last six months, there have been numerous reports of the death or capture of important mid-level
FARC leaders. The international press has reported on signs of the FARC being under pressure such as
FARC seemingly having been pushed across the border to rest and rehabilitate in Lago Agrio, Ecuador,
(Le Monde); kidnappings and conflict in Venezuela (El Pais); and rumors that the FARC’s number one
leader is dead or dying and that a struggle has broken out among subordinate leaders (Correio
Braziliense). For his part, Uribe welcomed the release of the two hostages but immediately called
attention to the 700 still held captive. He went to Europe with one of the hostages and the son she bore
in captivity to emphasize the suffering of innocents that the FARC holds and his willingness to nego-
tiate a solution. Colombia now seems better set than in any recent time to break out of a cycle of
violence and poverty. The security forces are better trained and equipped. The economy, despite the
damage Chavez wants to do, seems capable of sustained growth, especially if a free-trade agreement
with the United States is in place to encourage long-term investment. Phillip McLean

“The freed hostages re-
vealed the terrible and
worsening conditions they
and others suffer daily;
clearly contradicting the
romantic images that
some foreign audiences
hold about guerrilla life.”

“Correa, whose approval
ratings have dropped 15
percent in the last two
months, has blamed the
country’s less than 3 per-
cent economic growth in
2007... on declining oil
production.”
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Argentina/Bolivia
On January 25 the government of Argentina announced the two finalists on a contract to provide
pipe for the construction of a nearly 1,500 km gas pipeline (the Gasoducto del Nordeste Argentino
– GNEA) to run from the Bolivian border near Yacuíba, passing through the provinces of Chaco,
Formosa, Misiones, Corrientes and to a terminal in Santa Fe.   Estimates of the cost of the new pipeline
have been adjusted upward to nearly $1.9B.  According to the terms of the October 2006 agreement
between the state energy companies YPFB (Bolivia) and ENARSA (Argentina),  Bolivia will deliver up
to 7.7mcmd (million cubic meters per day) of natural gas to Argentina, increasing incrementally to
27.7mcmd by 2010. The GNEA pipeline would add a needed 20mcmd additional delivery capacity
for Bolivian gas to Argentina, which currently flows over the 441km “YABOG” pipeline opened in
1972 that connects the Santa Cruz gas fields with Salta.  To supply GNEA, Bolivia must also construct
a 100km pipeline on its side of the border at an estimated cost of $450M.  Argentine authorities
stated that construction of GNEA would begin in July and be ready by 2010, when higher levels of
delivery of Bolivian gas are called for under the 2006 bilateral agreement. Argentina experienced
shortages in gas supply during the past winter and again faces shortages during the current summer
season, underscoring the effect of policies that have slowed investment in the domestic hydrocar-
bons sector. The key factor in this equation is Bolivian gas production. Production levels rose dra-
matically from 2000-2005, responding to the surge in foreign investment in Bolivia’s gas sector that
began in 1996 and peaked in 1998 and 1999.  Gas production subsequently leveled off since 2005
and is insufficient to meet present obligations to Brazil, Argentina and domestic demand.  With

ment and the industry have been tense since then-President Alfredo Palacios seized the local assets of
Occidental Petroleum in mid-2006 for alleged contract violations. Oxy is seeking $1 billion in damages
in arbitration. It remains to be seen how interested Halliburton and Baker Hughes (two of the compa-
nies mentioned by the government) will be after the details are revealed. What is clear is that the
companies would have to develop the fields for a set fee rather than receiving a portion of the oil
produced. Lowell R. Fleischer

Paraguay
Education Minister Blanca Ovelar received the official nod from the Colorado Party of Paraguay to run
for the presidency in the April 20, 2008, elections. The decision to go with a woman goes well beyond
the regional trend of selecting women leaders and has to do with the internal nature of Paraguayan
politics. Continuismo remains the prevailing trait of Latin America’s longest-running political party
(47 years), and in selecting Ovelar the incumbent party rejected by a very narrow margin the incum-
bent Colorado vice president, Luis Castiglione, in favor of a woman. (A court challenge to the internal
party vote has been initiated by Castiglione.) In a country where contraband remains a central compo-
nent of the economy but where signs of democratic competition are also strong, the race in April,
which pits Ovelar against a former Catholic bishop, Fernando Lugo, is likely to draw intense analysis
and media coverage. Like the elections in 1993, when some analysts believed that a democratic
moment had arrived, this one will also represent a crossroads in both domestic political development
and in regional politics. And like 1993, the potential of a spoiler, such as the former military leader,
General Lino Oviedo, also overshadows the political spectrum. If elected, Ovelar would be the third
woman president in the space of three years in South America, with Michelle Bachelet in Chile and
Cristina Kirshner in Argentina as role models. But beyond gender politics is the challenge of seeing
whether women, who often are seen in opinion polling as more reliable and honest in politics, may be
a way to end the monopoly of coloradismo and open the doors to a transformation that began with
a military coup that deposed General Alfredo Stroessner in 1989 but did not deliver the transition so
hoped for among local and regional leaders. The outcome of the election is also important for future
efforts at U.S.-Paraguayan and multilateral regional cooperation on security-related issues involving
the “tri-border” area where Paraguay, Argentina, and Brazil converge. Johanna Mendelson-Forman

“Beyond gender politics is
the challenge of seeing

whether women... may be
a way to end the mo-

nopoly of coloradismo.”

 “Gas production [in Bolivia]
has subsequently leveled

off since 2005 and is insuffi-
cient to meet present obli-

gations to Brazil, Argentina,
and domestic demand.”
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Argentina

Former president Néstor Kirchner has decided to reorganize the Partido Justicialista, with the apparent

aim of creating conditions to end the role of the court-ordered interventor (receiver), who has per-
formed purely administrative duties in the party, and of becoming the party’s president. In 2003, the
Partido Justicialista was paralyzed by conflicting claims of different internal movements and the rival
conventions they had convened. As a consequence, it was not able to register a ticket for the presiden-
tial elections. Analysts at the time saw, behind this unusual situation, the hand of interim President
Eduardo Duhalde. Bent on preventing a comeback by former president Carlos Menem, Duhalde feared
that the former would win a primary process and then, under the Justicialista banner, go on to win the
national elections. Peronist leaders were then authorized to run as candidates of other parties or
alliances. Carlos Menem and Néstor Kirchner came in first and second place, respectively, in the first
ballot. The runoff election would have been a purely Peronist internal election, but realizing that the
non-Peronist constituency would vote overwhelmingly against him, Menem walked out. Since then,
former president Kirchner has preferred to keep the party under the judicially appointed interventor
and channel his political activity through the Frente Para la Victoria. Off-the-record comments by
leaders close to Kirchner indicate that he now aims at a more agile party, with small ruling and delibera-
tive bodies. It is not clear how that goal can be compatible in the short term with the very strong
leadership the former president is accustomed to exercising. In the long run, a healthy Partido Justicialista
will necessarily be a step in the right direction toward institution rebuilding in Argentina. Carlos M.
Regúnaga
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“Off-the-record comments
by leaders close to
Kirchner indicate that he
now aims at a more agile
party, with small ruling
and deliberative bodies.”

delivery to Argentina potentially slated to rise nearly by a factor of 4 by 2010 and with an additional
8mcmd required for the “El Mutún” iron and steel project in the Department of Santa Cruz, delivery
gaps will balloon if production is not substantially increased. This will require considerable new
investment in exploration, drilling, infrastructure and production. Foreign investment in hydrocar-
bons plummeted during the tumultuous 2002-2006 period. While President Morales has announced
important commitments of new investment  by current and potential producers,  it remains unclear,
given the current  hydrocarbons regime in place and Bolivia’s volatile political situation, how much
new money will actually go into exploration and  production development.  There are currently only
2 or 3 drilling rigs in country and many observers claim that even with a large spike in investment, the
lag time in ramping up production would be considerable.  Brazil, for its part, is developing its domestic
gas fields and is considering imports of liquefied  natural gas (LNG) in an effort to meet its future needs
rather than relying heavily  on Bolivian supply.  Peter DeShazo
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