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Central America’s Costly 
Drug Dilemma
Two meetings this month high-
lighted Central America’s mounting 
security problem—The Organiza-
tion of American States’ General 
Assembly held in El Salvador June 
5-7  and the June 22  Central 
American Integration System 
(SICA) conference in Guatemala 
City.  In both, citizen security was 
the hot topic as Central America 
has become one of the most violent 
regions in the world—outside of Iraq 
and Afghanistan.  Honduras and El 
Salvador, face homicide rates of 
over 70 per 100,000 in 2010. Co-
caine shipments across the Central 
American isthmus have doubled 
since 2008 and now account for 84 
percent of drug shipments that enter 
the United States.   

The Obama administration respond-
ed by boosting funding for anti-
drug efforts at the SICA meeting.  
There, Secretary of State Hillary 
Clinton pledged to increase U.S. 
aid through the Central American 
Regional Security Initiative (CAR-
SI) to nearly $300 million, up from 
$260 million in 2010. The World 
Bank, Inter-American Development 
bank, and other international orga-
nizations have agreed to contribute 
up to $1 billion. So far, CARSI 
spending has gone toward equipping 
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El Salvador, the OAS, and Citizen Security
On June 17, Foreign Minister of 
El Salvador Hugo Martinez spoke 
at CSIS about Central America’s 
security crisis.  Following the OAS 
General Assembly meeting in San 
Salvador, focused on citizen secu-
rity, Minister Martinez, outlined a 
regional strategy to bolster security 
in Central America.  The Central 
American Integration System (SICA) 
presented the plan in Guatemala 
City on June 22 and 23 at a meet-
ing of participating countries. Min-
ister Martinez emphasized the multidimensional character of the security 
crisis and outlined a comprehensive approach to address it.  SICA’s efforts 
will focus on five key areas:

u Prevention
u Prosecution
u Rehabilitation of criminals
u Reintegration of ex-prisoners into society
u Strengthening institutions

Recognizing the particular circumstances each country in the region 
faces, the SICA plan allows for each participating nation to invest a unique 
combination of financial and technical support.  Specific steps El Salvador 
will take as a part of this joint initiative, include: 

u Implementing a three-year tax targeting upper income brackets   
 and businesses to invest in public security;
u Establishing social works programs to increase opportunities for 
 impoverished youth to prevent them from joining criminal   
 organizations;  
u Strengthening police forces and gathering intelligence on police   
 corruption; and
u Developing programs to rehabilitate criminals and reintegrate   
 them into society after prison;  
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and assisting  regional security agen-
cies.  

Clinton called on Central American 
partners to step up their own fund-
ing for counternarcotics.  Even with 
foreign aid, combating drug violence 
overwhelms small economies whose 
gross domestic products do not even 
add up to the estimated $400 billion 
that transnational criminal organiza-
tions take in annually. More efficient 
tax collection could be key to better 
funding.  

Tackling crime and violence already 
costs Central America nearly 5 percent 
of the region’s total GDP and the value 
added of cocaine that passes through 
the isthmus is more than 100 times 
the funds allocated to Central America 
under the Mérida Initiative for 2011, 
according to the World Bank.

Until recently, U.S. funding for 
antidrug efforts had focused on 
interdiction.  However, those efforts 
have generated only episodic success.  
Consistently reducing trafficking and 
attendant ills in Central America will 
demand an integrated multinational 
approach with an emphasis on 
strengthening justice institutions and 
civil society as well as decreasing 
America’s still considerable appetite 
for drugs.  Colombia’s emerging role 
as a source of security training and 
assistance to the Central American 
countries offers a hopeful example of 
burgeoning regional cooperation. 
—Caitlin Watson

In Brief
................................
Caribbean 
Cuba
During a three-day visit to Cuba, 
China’s Vice President Xi Jinping
signed 10 economic accords with    
Cuban head of state Raul Castro 
(continued on page 3) 
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u Bolstering prison security and eliminating guards who may have   
 been tainted by criminal organizations; and
u  Coordinating intelligence with neighboring countries

Martinez underscored the United States’ critical role in addressing its 
demand for illicit drugs, while its Central American neighbors combat drug 
production and trafficking.  He urged the United States to commit to halt-
ing arms trafficking to South America.  

Colombia 2020
With support from Chevron and the 
U.S.-Colombia Business Partnership, 
CSIS hosted “Colombia 2020” on June 
13. The day-long conference reflected 
on Colombia’s strides to reduce drug 
trafficking and civil conflict over the 
last decade and highlighted its pros-
pects for economic growth.  The 
event featured remarks by Colombian 
Ambassador Gabriel Silva, Deputy 
Secretary of State, James Steinberg, 
and three panel discussions on consolidating peace, long-term economic 
prospects, and the future of U.S.-Colombia relations. 

Alejandro Reyes (pictured), Chief Advisor to Colombia’s Minister of 
Agriculture; Juan Carlos Esguerra, Partner, Esguerra Barrera Arriaga; and 
Adam Isacson, Director of Regional Security Policy Program, Washington 
Office on Latin America, headed up the first panel.  Summary points were:  

u Consolidating peace in rural areas will demand much stronger       
 local government, still a fragile bulwark against Colombian   
 criminal organizations;  
u The government’s new land repatriation program to small farm  
 ers who lost property during the conflict will save money.    
 To make it work, the government must develop a reliable land   
 titling system in rural areas;  and
u Oral trials have streamlined the criminal justice system,    
 similar reforms must now be applied to appeals courts. 

The second panel featured Alberto Bernal, head of research at Bulltick 
Capital Markets; Santiago Montenegro, President of Asofondos;                
Ali Moshiri, President of Chevron Latin America Exploration and 
Production Company; and John Murphy, vice president of International 
Affairs at the U.S. Chamber of Commerce.  They observed that: 

u Colombia’s combination of a 6 percent growth rate and low   
 inflation is recouping investment at a record pace;  
u    Education and infrastructure needs should not be neglected 
 now that security has improved; and
u    Colombia could be competing head-to-head with Venezuela as   
 a major oil and gas producer.      

(continued on page 3)
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dealing with finance, oil, and com-
munications. China is already Cuba’s 
second-largest trading partner, behind 
Venezuela, with trade last year total-
ing $1.83 billion.  Among the accords 
that will bolster this relationship, 
China agreed to invest $6 billion in the 
expansion of a Cuban oil refinery and 
the construction of a liquid gas plant 
in the city of Cienfuegos. Drilling will 
begin later this year on six deep-water 
exploration wells. 

Cuba offers a source of inexpensive 
raw materials, including a potential 
20 billion barrel reserve of oil recently 
discovered in the Gulf of Mexico.  At 
some point with rising remittances and 
the development of a small business 
sector, Cuba might become a modest 
market for Chinese goods. The visit 
comes after Cuba’s Communist Party 
committed to modernizing its Soviet-
style economy.
 —Meenakshi Krishnan

South America
Argentina
Following the US Energy Information 
Administration’s (UEIA) announce-
ment that Argentina’s Neuquén region 
may house 774 trillion cubic feet of 
shale gas, Argentina’s Ministry of 
Planning announced that it will be 
the present administration’s policy to 
retain all unconventional gas resources 
for domestic consumption.  Until 
2004, Argentina exported gas, mostly 
to Chile.  However, gas reserves fell 
by half between 2000 and 2009, mak-
ing Argentina a net gas importer, even 
as demand increased.  As Argentina 
announced its refusal to export, the 
UEIA reportedly spurred interest on 
the part of foreign gas exploration 
companies, including India Oil Ltd., 
India’s second-largest gas exploration 
company.  India imports nearly 80 
percent of its natural gas, and, given 
India’s rapidly growing economy, 
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Deputy Secretary of State James Steinberg highlighted Colombia’s 
emerging role as a source for security training in the region. Steinberg 
was optimistic that the U.S.- Colombia free trade agreement would win 
approval in 2011.

Final panel participants were Carl Meacham, Senior Professional Staff 
member at the Senate Foreign Relations Committee;  Admiral Guillermo 
Barrera, Defense attaché of Colombia; and Moisés Naím, Senior 
Associate, International Economics Program, Carnegie Endowment for 
International Peace.  They concluded that the United States should: 

u Approve the U.S.-Colombia free trade agreement to avoid
  losing economic and diplomatic opportunities; 

u Not withdraw security assistance before Colombia has a chance  
 to become a “security bridge of the Americas;” and 

u Encourage Colombia to bolster institutions to manage its  
 exchange rate and regulate capital inflows and economic growth.

sought to expand production overseas. 

While refusing to export may be one 
way to recover from a gas shortage, 
Argentina will face significant 
technical and policy challenges in 
going it alone.  The technology and 
expertise of foreign oil extractors 
could be a boon to Argentina’s 
hydrocarbon industry.  Deriving 
oil from shale gas is expensive 
and challenging.  Argentina lacks 
operators with the skills to efficiently 
convert shale gas to oil.  Worse, 
government price caps on fuel 
discourage incentives to explore new 
sources. 
—Samantha Burns, Caitlin Watson  

Chile
A Chilean court this week ordered 
the suspension of the HydroAysén 
hydroelectric dam project while the 
judiciary reviews its legality. The 
five proposed dams, representing a 
multi-billion dollar investment by the 
Endesa-Colburn consortium, would 
boost Chile’s electricity generation 
capacity by 20 percent. However, the 
project would also flood 14,600 acres 

of parks and reserves which have 
made the dams a political issue for 
environmental and citizen groups that 
claim it would cause irreparable harm 
to Chile’s Patagonian wilderness. Tens 
of thousands of Chileans took their 
protests to Santiago’s streets, calling 
on the Chilean government to halt the 
project. Poor in hydrocarbons, prone 
to seismic events, and lacking the right 
wind patterns, Chile has few options 
for power generation.  Even so, Presi-
dent Piñera’s approval ratings slid to 
a low of 36 percent, partly because of 
the dam controversy.

A defeat of the HydroAysén project 
does not necessarily signal a victory 
for the Chilean people. As an econom-
ic boom increases electricity demand, 
Chile must look beyond its slim oil 
and gas resources to ensure energy 
security in the future. Environmental-
ists hope that new investments will tap 
cleaner sources like geothermal, wind, 
and solar power.  Wind may not be a
big producer, and solar is years away
 from being efficient.  Nuclear is not 
an option because of earthquakes.
—Paul Shortell
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Upcoming events
. . . . . . . . . . . . . . . . .
July 11-15 Organization of american 
States (OAS), Quito, Ecuador: Experts 
meeting on chemical substance control.

July 13 CSIS: Consolidating Security 
in Colombia, 2 p.m. – 3:30 p.m.

Americas Program staff:  Stephen Johnson, 
Director; Caitlin Watson, Research Assistant; 
Michael Graybeal, Program Coordinator.

Senior Associates: Johanna Mendelson-For-
man, Phillip McLean 
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Clausen, Jordan Franklin, Meenakshi Krishnan, 
Kennon Pearre, Paul Shortell
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Doug Farah, Americas Program Adjunct Fellow

The Americas Program is pleased to welcome Douglas 
Farah as an Adjunct Fellow.  An expert on transnational 
criminal organizations, insurgencies, ungoverned 
spaces, illicit money flows, and resource exploitation 
in Latin America, Farah was a foreign correspondent 
and investigative reporter for the Washington Post. In 
addition to reporting from Latin America, he ran the 
Post’s West Africa bureau and served as international 
investigative correspondent. Leaving the Post in 2004, 

Farah has worked as  consultant on national intelligence reform, non-state 
armed actors, critical infrastructure protection, and criminal-terrorist 
pipelines, among other topics. He is a frequent lecturer to U.S. military 
institutions, such as the national Defense University and has testified 
before Congress. Farah has authored two books: Blood from Stones: The 
Secret Financial Network of Terror (Broadway, 2004) and Merchant of 
Death: Money, Guns, Planes and the Man Who Makes War Possible (Wiley, 
2007).  Farah also currently serves as senior fellow at the Washington-
based International Assessment and Strategy Center.    

Peru
Peruvian President-elect Ollanta 
Humala will enter office with a 70 
percent approval rating, according 
to a poll by Ipsos Apoyo published 
June 19—the first since the election.  
According to the poll, most voters 
say they chose Humala because he 
represents change, with 51 percent 
responding that his election will 
benefit Peru. Founder of the left-

leaning Peruvian 
Nationalist Party, 
Humala lost his 
2006 presidential 
bid by running 
as a populist and 
aligning with 
Venezuelan leader 
Hugo Chávez.  This 

time around, Humala formed the Gana 
Perú alliance and hired former aides of 
former Brazilian President Inacio Lula 
da Silva as advisors. 

Humala’s warm reception may last 
as long as he continues to distance 
himself from Chávez, as 61 percent say 
Humala’s government should be more 
like that of Lula da Silva, compared to 
only 11 percent who say that he govern 
like Venezuela’s president.   Taking 
a more moderate tack demonstrates 
greater awareness of public opinion in 
Peru.  However, it remains to be seen 
if Humala will act more like a general 
or a diplomat when it comes to dealing 
with lawmakers and judges with whom 
he might differ. —Jordan Franklin

Energy Update
The June 16 vote in the U.S. Senate 
to eliminate subsidies for U.S. etha-
nol producers and  tariffs on ethanol 
imports may put pressure on Brazil 
to ramp up its ethanol production and 
step up to a more open market.   Its 
government recently announced that 
it would encourage the private sector 
to boost ethanol production and set 
conditions so that investment could 
increase in the short term.  Brazil is 
the world’s second-largest producer 

and largest exporter of ethanol.  Its 
energy efficient, sugarcane-based 
industry accounts for over 30 percent 
of the world’s ethanol fuel.  The 
United States already allows duty-free 
ethanol imports from Central America 
because of the U.S.-Dominican 
Republic-Central America Free Trade 
Agreement, but similar imports from 
Brazil may lead to cheaper alternative 
fuel sources and could marginally 
lower fuel prices for consumers in the 
United States.

Despite these measures, it is unlikely 
that Brazil’s ethanol exports to 
the United States will significantly 
increase anytime soon.  Already 
high sugar prices and increasing 
domestic demand will make it 
difficult for Brazil’s industry to meet 
a sudden increase in U.S. demand.  
Nevertheless, the bill’s passage 
shows U.S. willingness to turn to 
more efficient energy sources, as well 
as drop protectionist measures that 
inhibit closer trade ties.
—Catrina Clausen, Caitlin Watson
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