
to tighten his grip on finances. As the 2012 
presidential elections approach, some 55 
percent of Venezuelans seem unhappy with 
his rule, according to the Financial Times.  
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Up close
. . . . . . . . . . . . . . . . . 
Venezuela’s Midas Moves

P       urporting to protect Venezuela’s    
 assets during a global economic 

crisis, President Hugo Chávez an-
nounced plans in August to transfer 
$11 billion in gold and cash from 
U.S. and European banks to the 
Central Bank in Caracas, and to 
banks in Brazil, China, and Russia.  
Instead, the maneuver could be part 
of an attempt to marshal cash for 
social programs in an election year, 
to block asset seizures in case of a 
default, or to secure a nest egg in 
case of a Libya-like ouster. 

Confronted with declining approval 
ratings, Chávez has good reason 

Venezuela also faces 18 lawsuits 
in the World Bank’s International 
Center for Settlement of Investment 
Disputes (ICSID). Twelve of them 
involve fines against the national oil 
company Petróleos de Venezuela 
(PDVSA) over Chávez’s efforts 
to force oil producers operating in 
Venezuela into joint ventures with 
PDVSA in 2007. Exxon-Mobil 
alone is demanding more than $7 
billion after Chávez ordered the 
company’s assets fully nationalized 
when it demanded full compensa-
tion for expropriation. Recently, 
Chávez announced plans to exit 
ICSID.
In light of sanctions the United 
States has already imposed on Ven-
ezuela and Iran for transactions that 

Security and Democracy in Central America
A Conversation with William R. Brownfield, Assistant Secretary of State for International 
Narcotics and Law Enforcement Affairs

On August 11, CSIS, the Center for Hemispheric Defense Studies, and the National Institute 
for Strategic Studies co-sponsored “A Conversation with William Brownfield,” hosted by the 

Americas Society/Council of the Americas.  The discussion focused on a U.S.- Central America 
strategic plan, part of President Obama’s Partnership for Citizen Security in Central America, an 
initiative to establish safe streets, disrupt drug trafficking, foster accountable government, and 

bolster international cooperation.  Brownfield described a pyramid of elements that the strategy should address, including:
u Tackling drug trafficking organizations and gangs;
u  Addressing regional vulnerabilities that aid crime organizations; and 
u  Integrating international and nongovernmental efforts to eliminate weaknesses.  

He also emphasized some key principles that must form the foundation for a successful strategy, such as:

u  Acknowledging limited resources available;
u Working to expand teams of donors;
u Understanding that leadership to combat threats must come from Central America; and
u  Incorporating Mexico and Colombia into any regional security plan.

Brownfield concluded that while Plan Colombia and the Merida Initiative (with Mexico) serve as useful models, Central 
America faces more complicated circumstances in terms of integrating the efforts of seven nations, with differences in culture, 
attitudes, and public institutions.  n
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benefit Iran’s Revolutionary Guards, 
Chávez may fear the onset of econom-
ic roadblocks. Chávez may also fear 
seizures like those that hastened the 
departure of Libyan leader Muammar 
Qaddafi. The United States froze $30 
billion in assets and is now disbursing 
some of them to the Libyan Interim 
National Council.  

Whether Venez-
uela’s reserves 
may be safe in 
China, Russia, or 
Brazil is open to 
dispute.  Accord-
ing to El Universal, 
Venezuela owes 

these countries $34 billion, which 
Chávez has pledged to repay with 
oil. By transferring assets to them, he 
is handing over collateral Venezuela 
might lose if it defaults on loans.
Logistical problems could pose com-
plications. Under the Central Bank’s 
rules, Russia and Brazil are ineligible 
to hold Venezuela’s reserves—al-
though Chávez could change that by 
decree. Plus, physically moving 11 
to 12 tons of gold from Europe to 
Venezuela could prove costly. Insur-
ance companies may be reluctant to 
insure the cargo for transport by air. 
If by ship, transit could cost close to 
$400 million, according to calculations 
based on past gold transfers.
Whether or not the transfers occur, 
Chávez’s financial maneuvers with 
public accounts may continue to di-
verge from the broader national inter-
est. In response to the announcement, 
the investment rating firm Standard & 
Poor's downgraded Venezuela’s credit 
ranking for 2012 by one notch from 
BB- to B+.   —Caitlin Watson

Post 9/11:
U.S.-Hemispheric Relations— 

Better or Worse? 

The September 2011 terrorist at-
tacks on the United States were 

a turning point in American foreign 
policy. In terms of U.S. relations with 

operations as the U.S.S. Comfort 
hospital ship voyages and par-
ticipation in various multilateral 
relief efforts. Now some nations, 
like the Dominican Republic, are 
contemplating setting up their own 
international disaster coordination 
centers.  

• External assistance helped Colom-
bia come back from the brink of 
state failure to emerge as a leader 
in counterinsurgency and counter-
narcotics operations. New initia-
tives from the Obama administra-
tion are providing similar support 
to Mexico, Central America, and 
the Caribbean.  

In the minus column: 

• President George W. Bush called 
this the “Century of the Americas” 
at the Quebec Summit earlier in 
2001. After 9/11, the Global War 
on Terror overshadowed most 
foreign policy initiatives.  

• The invasion of Iraq and detainee 
abuse at Abu Ghraib reversed 
goodwill directed toward the 
United States in the aftermath of 
the terrorist attacks.  

• $3 trillion spent on operations in 
the Middle East left little to devote 
to this hemisphere and against the 
creeping presence of terrorist and 
transnational criminal groups. 

• Little has been done to maintain 
cooperative efforts initiated in sci-
ence and technology sharing such 
as renewable energy.   

Going forward, the United States 
could regain relevance in a neighbor-
hood of stronger allies by being more 
forthcoming in contributing resources 
toward fighting transnational crime, 
in developing partnerships beyond 
security ties, and in embracing global 
trade.    —Stephen Johnson
 

neighbors in the Western Hemisphere, 
9/11 marked the emergence of Latin 
America’s middle income countries as 
regional leaders gaining independence 
from U.S. influence. Although ga posi-
tive development on balance, it leaves 
an engagement void that the current 
U.S. administration has yet to fill.

In the plus column: 

• The Organization of American 
States (OAS) approved the Inter-
American Democratic Charter on 
9/11, enshrining not only elections 
but a general democratic model 
of governance with separation of 
powers, checks and balances, and 
accountability to citizens.  

• A competing model of populist 
authoritarianism promoted by Ven-
ezuelan leader Hugo Chávez in his 
eight-nation Bolivarian Alliance 
has proved to be of limited appeal. 

• Chile and Mexico surged ahead 
to become leaders in open trade, 
signing dozens of free market 
agreements with other countries.  
The United States even approved 
new accords with Chile, Central 
America, the Dominican Republic, 
and Peru.  

• The United States rolled out 
Millennium Challenge Accounts 
that proportioned aid to countries 
already committed to market and 
democratic reforms, providing a 
new development model empha-
sizing self-help. 

• New bilateral security relation-
ships emerged based on part-
nership strategies. Regional 
leadership demonstrated in new 
mechanisms such as the Union of 
South American Nations proved 
useful in softening radical influ-
ences and resolving subregional 
issues that did not need to tie up 
the OAS.

• The United States gained and 
shared knowledge in disaster 
response situations through such 
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In Brief
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North America
Mexico
On August 25, armed men set a 
casino on fire in the northern city of 
Monterrey, killing 52 people, mostly 
women. The Mexican government 
deployed 1,500 soldiers and 1,500 
Federal Police to the state of 
Nuevo Leon to reinforce security. 
Commenting on the attack, former 
Mexican president Vicente Fox called 
for a truce with organized criminal 
groups and the legalization of drugs. 
As of September 12, Mexican 
authorities had arrested a state police 
officer and five members of the Zetas 
drug cartel in connection with the 
attack and had identified 18 more 
suspects. Calderon’s National Action 
Party called for Monterrey’s mayor 
to step down after a video turned 
up showing the official’s brother 
collecting money at a local casino 
days before the attack. However, one 
of those arrested men stated that the 
attack was retaliation for the casino 
owner’s refusal to pay extortion 
money. 

The Casino Royale massacre has 
fanned the debate over the effective-
ness of President Calderon’s strategy 
to combat drug cartels. Nearly five 
years after he launched Mexico’s war 
on organized crime, the cartels are 
more violent than ever. The deploy-
ment of tens of thousands of police 
and soldiers to restore government 
control in criminal strongholds has 
not decreased violence. The possible 
involvement of police officers in the 
attack reveals that criminality and 
corruption pose as daunting a prob-
lem as the drug trade. The deteriora-
tion of the security situation demands 
increased attention to internal justice 
sector reforms as much as an uptick in 
external security cooperation.
—Sebastian Arandia

Oil Update

As Middle East turmoil drives up 
oil prices, recent discoveries 

in the Americas have spurred 
exploration in countries that are now 
net importers. Latin America already 
boasts 20 percent of the world’s total 
oil reserves, making it the second 
most oil-rich region after the Middle 
East, according to the Latin American 
Energy Organization (OLADE).  While 
the global economic doldrums 
have dimmed forecasts for global 
consumption, 
demand in Latin 
America and in 
large emerging 
economies 
continues to 
draw attention 
from Chinese 
and Indian 
investors.  

u In Panama, a company formed 
by former employees of Petróleos 
de Venezuela, S.A., has discovered 
approximately 900 million barrels of 
oil in two basins that could yield $15 
billion in royalties and taxes over a 20-
year period. At present, Panama is a 
net importer of oil.  

u Venezuela, home to 85 percent of 
the region’s crude oil reserves and 
Latin America’s biggest exporter, 
recently announced plans to drill 
10,500 wells, build two refineries, and 
construct a new exporting terminal 
near the Orinoco River. Its Orinoco 
belt region is rich in heavy, tar-like 
petroleum.  

u This past month, Brazil’s oil giant 
Petrobras started pumping natural gas 
from the Santos Basin in the offshore 
pre-salt area. The basin is rich in crude 
oil and gas.  Brazil also plans to reclaim 
promising blocks in the country’s 
sub-salt region that it auctioned off 
in 2006. Discoveries made since 2006 
prompted the government to rescind 
the concessions. By some estimates, 
those blocks may hold more than 50 
billion barrels of oil.

u In Argentina, Americas Petrogas has 
made promising discoveries in three 
exploratory wells near the Neuquén 
Basin. In a joint venture with Exxon 
Mobil, Petrogas has invested some $76 
million to explore and develop shale 
oil and natural gas reserves there.  
The most recent discovery tracks 
estimates of as much as 240 trillion 
cubic feet of recoverable gas. Earlier 
this year, Argentine energy minister, 
Daniel Cameron, promised to retain 
it for domestic use. Argentina’s liquid 
natural gas imports tripled from 2010 
to 2011—a result of growing demand.    

u Chile and Uruguay are launching 
their own drilling projects. Chile’s 
national oil and gas corporation will 
invest $30 million to sink exploratory 
wells in Magallanes Province in 
Patagonia. Meanwhile, Brazil’s 
offshore discoveries have encouraged 
neighboring Uruguay to look inward. 
Uruguay’s state-owned ANCAP has 
begun inland drilling and will auction 
15 offshore blocks and award contracts 
to bidders in mid-2012. Uruguay still 
imports oil, mostly from Venezuela, 
Ecuador,  and Iran. —Caitlin Watson 

South America
Colombia
After a period of relative peace, 
violence has rebounded in Colombia, 
prompting President Juan Manuel San-
tos to revitalize his defense ministry 
with sweeping personnel and policy 
changes. The overhaul comes in re-
sponse to criticism that the Santos ad-
ministration has allowed security gains 
made over the past decade to deterio-

rate with a resurgence of Colombia’s 
largest guerrilla group, the Revolu-
tionary Armed Forces of Colombia 
(FARC). Deadly massacres have come 
back in paramilitary strongholds, and 
the number of kidnappings climbed 30 
percent in 2011. Extortion and rob-
beries in urban centers are also on the 
rise.

To wit: former presidential chief of 
staff and one-time vice minister of 
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European Union. By passing the U.S.-
Colombia FTA, the United States can 
maintain its market share in Colombia 
while strengthening a partnership with 
an important hemispheric ally.  
—Sebastian Arandia

Upcoming events
. . . . . . . . . . . . . . . . .
Inter-American Development Bank

Oct. 12: Policy Seminar: “Government ver-
sus Market: The Changing Economic Role 
of the State” 
Oct. 26: Sustainable Energy in LAC: Con-
tracting and Financing for Business

Organization of American States
Oct. 19–22, 2011: Meeting of Agriculture 
Ministers of the Americas (San Jose, Costa 
Rica)
Oct. 27: Permanent Council and CEPCIDI 
Joint Working Group on Existing Mecha-
nisms for Disaster Prevention, Response, 
and Humanitarian Assistance (Washington, 
D.C.)
Oct. 31–Nov. 1: Meeting of Labor Ministers 
of the Americas (San Salvador, El Salvador)

defense Juan Carlos Pinzón has replaced 
Rodrigo Rivera as defense minister 
while army General Alejandro Navas is 
relieving Admiral Edgar Cely as head of 

Colombia’s armed 
forces—the key 
institution in com-
bating the FARC 
and paramilitary 
organizations.San-
tos also replaced 
the heads of the 

army, air force, and navy. In addition, 
he is allocating $838 million toward ad-
ditional defense measures. 

Colombia has been hailed as model for 
security reform and restoring govern-
ment in former conflict zones. Yet, the 
FARC has proven savvy and stalwart in 
adapting to changing security policies, 
operating in smaller groups and focus-
ing on fewer, higher-impact targets. A 
new team may bolster citizen confidence 
that has waned since Santos took office 
in 2010, but halting renewed violence 
will demand renewed creativity.
—Caitlin Watson

Trade Update
President Barack Obama called for the 
passage of the pending free trade agree-
ments (FTA) with Colombia, Panama, 
and South Korea in an address to a joint 
session of Congress on September 8. 
The dispute over the extension of the 
Trade Adjustment Assistance (TAA), 
a program for workers who have lost 
jobs because of international trade and 
advancing technology, has delayed the 
passage. As of September 12, the Obama 
administration had not formally submit-
ted the FTAs for congressional approval. 
Democrats want to include TAA with 
the trade deals whereas Republicans 
want separate bills. 
If the Obama administration and Con-
gress can agree to pass the long-delayed 
FTAs, the pacts could help create tens of 
thousands of jobs and bolster exports. 
Although the United States is currently 
Colombia’s largest trading partner,  
Colombia has approved trade agree-
ments with Canada, China, and the 

MERCOSUR (Montevideo, Uruguay)
Oct. 12–14: Meeting of the MERCOSUR 
Regional Coordinating Justice Committee
Oct. 20–21: Core Meeting for the Organiza-
tion and Development of Health Information 
and Communication Systems
. . . . . . . . . . . . . .
Americas Program Staff:  Stephen Johnson, 
director; Caitlin Watson, research associate; 
Michael Graybeal, program coordinator.
Senior Associates:Johanna Mendelson Forman, 
Phillip McLean, Carlos Regúnaga  
Senior Adviser: Luis Carlos Ugalde
Adjunct Fellow:  Douglas Farah
Intern Scholars: Sebastian Arandia, Daniel 
Bleiberg, Christine Zaino

Hemisphere Insider is produced by the Americas 
Program at the Center for Strategic and Inter-
national Studies (CSIS), a private, tax-exempt 
institution focusing on international public 
policy issues. Its research is nonpartisan and 
nonproprietary. CSIS does not take specific policy 
positions. Accordingly, all views, positions, and 
conclusions expressed in this publication should 
be understood to be solely those of the author(s).

© 2011 by the Center for Strategic and Interna-
tional Studies. All rights reserved.

Disaster Reponse in the Dominican Republic

CSIS and the Global Foundation for Democracy and Development (FUNGLODE) 
hosted meetings in Santo Domingo, Dominican Republic, on September 15–16 

to discuss the Caribbean nation's role as a first responder during Haiti’s earthquake 
in January 2010. Dominicans were catapulted into the center of one of the largest 
humanitarian operations on record. CSIS prepared a study for this meeting examining 
how the Dominican disaster response turned distant ties into a more cooperative 
relationship. Based on that experience, the Dominican Republic is assessing future 
collaboration with other nations in the Caribbean to deal with natural disasters 
common to the region.   —Johanna Mendelson Forman
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Presenting at the FUNGLODE/CSIS panel discussion on disaster response on September 
15 were (from left to right) Venecia Alvarez, ambassador for science, technology, and 
environmental affairs at the Dominican Foreign Ministry; Stephen Johnson, director of 
the CSIS Americas Program; Johanna Mendelson Forman, senior associate in the CSIS 
Americas Program; General Luis Luna Paulino, director of the Dominican Civil Defense; 
and Stacey White, consultant to the CSIS Crisis, Conflict, and Cooperation Program.  
Standing is host Asunción Sanz, director of the Washington office of FUNGLODE.  


