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“This is an ambitious and important volume. It brings together a group of
the hemisphere’s best analysts and thinkers to explain how profoundly
Latin America has changed in recent years, and what those changes
mean for the people and politics of the region and for its relations with
the US and the rest of the world.”

Peter Hakim, President of Inter-American Dialogue

“This excellent collection focuses on the dynamic interaction between
Latin America and a fast-changing global system. Chapters expertly an-
alyze crucial dimensions of this interaction, including democracy and the
‘rise of the left’, energy competition and resource nationalism, relations
with China and India, the fraying of the Inter-American System, and
such pivotal cases as Venezuela, Mexico, and Brazil. Contributors un-
pack both the impact of the world in and on the region, and the ever
more complex and diversified relationship between the region and the
world.”

Andrew Hurrell, Montague Burton Professor of International Relations,
Balliol College, Oxford University

“In a book that is timely, comprehensive, and insightful, Cooper, Heine,
and their colleagues sharpen the ‘big picture’ of international relations in
the Americas while examining key countries, large and small, in Latin
America and the Caribbean. The authors present their thoughtful and
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informative analysis on salient topics, such as multilateral institutions,
China and India, energy, Chavez, democracy and partisanship, and point
the way to the future.”

Jorge 1. Dominguez, Antonio Madero Professor of Mexican and Latin
American Politics and Economics, Harvard University

“Which Way Latin America? offers a fresh perspective on an old ques-
tion that has yielded, up to now, tired answers. The authors survey the
new landscape of more inclusive democracies and more independent for-
eign policies. The Obama Administration ought to read this to chart a
new approach to the region.”

Robert Pastor, Professor of International Relations, American University
and Former National Security Advisor for Latin America
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Foreword

Abraham F. Lowenthal

Which Way Latin America? is a timely, insightful and informative volume
that illuminates the winds of change as well as the structures that rein-
force continuity in Latin America and the Caribbean today. It empha-
sizes the sources of both transformation and stability within the region,
and the international forces that impinge upon and constrain its diverse
countries.

The book deals with many of the Americas’ major countries and sub-
regions: Brazil, Mexico, Venezuela, the Commonwealth Caribbean and
Haiti (though perhaps it short-changes the Hispanic Caribbean and Cen-
tral America, countries that are more affected than many by global
swings). In helpful detail, the volume takes up the growing roles of
China, India and other new extra-hemispheric actors in Latin America
and the Caribbean. It rightly stresses the central importance of com-
petition for energy in the region. And it emphasizes issues of democratic
governance and the emergence of competing movements of the left as in-
creasingly influential in defining the direction of several countries. Which
Way Latin America? covers a great deal, substantively and geographi-
cally, and I do not want to delay the reader long in reviewing it directly.

However, I am glad to provide a complementary perspective to the
text, commenting on the new Barack Obama-led US administration and
its first encounters with Latin America and the Caribbean.

Because the Obama administration entered office with the most daunt-
ing agenda faced by a US government in many decades, few observers
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predicted that it would devote much attention to Latin America and the
Caribbean. None of the countries present an imminent threat to US
national security or anything remotely comparable to the potential
threats represented by Iran, Pakistan or North Korea. None is likely
to be the source or target of significant international terrorism. And the
various regional international trends reviewed in this volume have weak-
ened inter-American cooperation over the past 20 years. Western hemi-
sphere approaches to problem-solving have waned, and seemed unlikely
to be reinvigorated in the trying circumstances of 2009.

Yet during its first months in office the Obama administration has taken
an active interest in Latin America and the Caribbean. As president-
elect, Obama met with only one foreign leader: Felipe Calderén of
Mexico. His first foreign visitor to Camp David was Brazilian President
Luiz Inécio (Lula) da Silva. As secretary of state, Hillary Clinton’s first
meeting with a foreign head of state was with Haiti’s Prime Minister
René Préval. Vice President Joseph Biden visited both Chile and Central
America in March. Secretary Clinton, Joint Chiefs Chairman Michael
Mullen, Attorney General Eric Holder and Homeland Security Secretary
Janet Napolitano all visited Mexico during the new administration’s first
three months and made some important statements, preceding a visit to
Mexico by President Obama himself in April. In the same month the
Obama administration announced new initiatives toward Cuba, and fol-
lowed up with exploratory conversations with Cuban officials to discuss
the prospects for improving relations between the two countries. Presi-
dent Obama also participated in the Fifth Summit of the Americas in
mid-April, winning praise throughout Latin America and the Caribbean
for his adroit role there.

As this volume points out, the Americas is a region at a crossroads. It
is not very surprising, then, that the new US administration has taken a
strong initial interest in Latin America and the Caribbean. This book
helps to shed light on this apparently surprising development through
analysis of the recent trends in the region and their importance.

Why Latin America matters to the United States

Apart from the scheduling coincidence that the Fifth Summit of the
Americas was already on the calendar, the main reason for the Obama
administration’s strong early engagement with Latin America, I believe,
is the perception that though the countries of Latin America and the
Caribbean pose no urgent issues for the United States, many of them
are likely to be increasingly important to the country’s future.
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This is so not due to long-standing axioms about Western hemisphere
security, extra-hemispheric threats and Pan-American solidarity. Instead,
it is because of four much more contemporary reasons.

First is the perceived increase in importance of such transnational
issues as energy security, global warming, pollution and other environ-
mental concerns, crime, narcotics and public health. The Obama admin-
istration recognizes that these important issues cannot be solved or even
managed without close and sustained cooperation from many of the
countries of the Americas.

Second, there has been a blurring of the borders between the United
States and some of its closest neighbours — especially in Mexico, Central
America and the Caribbean — mainly because of massive and sustained
migration and functional economic integration. This demographic and
economic interdependence has given rise to complex and pervasive issues
with both international and domestic facets — so-called ‘‘intermestic”
questions — ranging from education to healthcare, immigrants’ remit-
tances to driving licences, youth gangs to portable retirement pensions,
and narcotics trafficking to human and arms trafficking. The Obama ad-
ministration knows that it cannot ignore these issues, which are high on
the US public’s priorities.

Third, Latin America has economic importance to the United States as
a prime source of energy and other key resources, and a priority market
for US goods and services. The United States obtains nearly half of its
energy imports from countries of the Western hemisphere — more than
half of that from Latin American and Caribbean suppliers — and the po-
tential for expanded energy production in the Americas is high. In 2008
US firms exported goods and services to Latin America valued at US$273
billion, representing 20 per cent of all US exports and four times the
value of US exports to China. US firms still have, but need to sustain,
their competitive advantage in Latin American markets, which arises
from proximity and familiarity plus cultural and demographic ties. This
imperative is all the more important in a period of economic downturn.

Fourth, there are shared values in the Western hemisphere, as ex-
pressed in the Inter-American Democratic Charter. Not least is the com-
mitment to fundamental human rights, including free political expression,
effective democratic governance and consistent application of the rule of
law. At a time when very difficult experiences in Afghanistan, Iraq and
elsewhere have discouraged many in the United States about the pros-
pects of expanding the international influence of US ideals, the new
administration recognizes that shared commitment throughout the Amer-
icas to the norms of democratic governance and the rule of law is impor-
tant and worth reinforcing. The Western hemisphere remains a largely
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congenial neighbourhood for the United States in an unattractive
broader international environment.

The troubled state of inter-American relations

Despite Latin America’s growing quotidian significance for the United
States, however, the Obama administration understands that in recent
years US policies towards the region have often been ineffective. Since
the 11 September 2001 attacks, Washington has mainly viewed Latin
America through the prism of international terrorism, mirroring a sim-
ilar tendency during the Cold War to focus on anti-communism in
the Americas rather than on the issues Latin Americans considered
most important.

The administrations of both Bill Clinton and George W. Bush empha-
sized Western hemisphere summits as a means of showing attention
to Latin America, but these meetings typically produced little beyond
photo opportunities and largely rhetorical calls for cooperation. Both ad-
ministrations continued to support a proposed Free Trade Area of the
Americas (FTAA) long after this goal had become unfeasible. Instead
of building better bridges towards its closest neighbours in the region,
the United States did the opposite and began constructing a fence on
the Mexican border in 2006. Whereas cooperation between the United
States and the Western hemisphere had strengthened in the first post—
Cold War years of the early 1990s, it waned in the late 1990s and contin-
ued to do so in the first years of the new century.

Perceived inattentiveness on the part of the United States, along with
some of Washington’s global policies during the Bush years, especially
the invasion of Iraq, led to resentment in many Latin American coun-
tries. Venezuelan President Hugo Chavez took advantage of this antip-
athy with his aggressive anti-US public and chequebook diplomacy —
subsidizing petroleum sales to Central American and Caribbean nations,
providing other economic assistance to receptive neighbours, cooperating
closely with Cuba to provide medical and other social services and prom-
ising to support major infrastructure projects in South America.

Meanwhile, as this volume emphasizes, many Latin American and
Caribbean countries have deepened processes of subregional integration,
in part through formal institutions, but even more through trade, invest-
ment, Latin America-based multinational corporations, professional and
business networks and pragmatic cooperation. They have also been di-
versifying their international relationships, building cooperation with the
countries of the European Union (EU), members of the Asia-Pacific
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Economic Cooperation (APEC) forum and especially with China, India,
Iran and Russia. Many Latin American countries no longer look to
Washington for leadership or even for close cooperation. The Organiza-
tion of American States (OAS) has been a disappointment, and the Inter-
American Charter has not produced many meaningful results. Other
hemisphere-wide institutions, including the Inter-American Develop-
ment Bank, have weakened. As the international self-confidence and
activity of many individual Latin American nations have increased, West-
ern hemisphere approaches to problem-solving have waned.

Renewing inter-American cooperation: Key principles

As the Obama administration moves to reset the international relations
of the United States more broadly, it is apparently positing that the emer-
gence of a number of shared concerns in the Americas, strongly rein-
forced by the severe international economic crisis that began in the
latter part of 2008, will make cooperative inter-American approaches
more relevant and attractive once again, and that clear signals of a strong
US interest in renewing cooperation to confront common challenges in
the Americas could therefore yield immediate and important dividends.
These premises, in my judgement, undergird the various steps in Latin
America policy that the new administration announced during its open-
ing months.

In striving to renew inter-American cooperation, the Obama adminis-
tration has proceeded on the basis of three key principles.

First, the administration’s initial priority is to gain the confidence of the
American public and the international community as a whole in its com-
mitment to slowing and then reversing the deterioration of the US econ-
omy, and restoring it to dynamism and growth. How well the new
administration succeeds in meeting this urgent need will be highly rele-
vant to the countries of Latin America, especially to those in the north-
ern tier — Mexico, Central America and the Caribbean — that are so
dependent on US investment, remittances, tourism and trade. By the
same token, these same closest neighbours are relevant to the new ad-
ministration’s central economic challenge: they provide expanding and
important markets for US goods and services. Latin America’s capacity
to respond effectively to the current economic downturn will thus affect
the chances for a prompt and solid US recovery. The administration
knows, therefore, that it needs to work closely with Latin American
countries to avoid depression, restore economic dynamism and create
jobs. Stabilizing the economies of Mexico, Central America and the Ca-
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ribbean is particularly important in this context, both because of their di-

rect commercial significance and because social and economic trends in

these close neighbours will affect the United States through migration,
crime and violence.

Second, instead of offering soaring rhetoric about partnership from
Alaska to Tierra del Fuego, the new administration prefers to work with
Latin American and Caribbean nations on a few select issues that can be
addressed soon, if only partially, such as bolstering financial institutions,
restoring credit and investment flows and tackling the problems of
energy, the environment and citizen security. The administration aims to
rebuild US credibility that has been damaged after years of unfulfilled
pledges. Rather than scramble to counter Chavez and the “Bolivarian al-
ternative” of anti-US movements, the Obama administration wants to
concentrate on confronting the underlying issues that have created space
for Chavez’s inflammatory rhetoric and populist programmes, and for
other radical populist movements.

Third, the new US authorities know that they must disaggregate Latin
America and the Caribbean. During the past 20 years there has often
been a tendency in Washington, in administrations of both parties, to em-
phasize convergence within the region: towards democratic governance,
market-oriented economics, macroeconomic balance and regional inte-
gration. Although some of these convergent trends have indeed been im-
portant, if sometimes exaggerated, it is crucial to understand that key
differences persist among the countries of Latin America and the Carib-
bean, and that some of these are growing, as this volume emphasizes.
The most important differences lie primarily along five dimensions.

e [atin American countries vary in their degree of demographic and eco-
nomic interdependence with the United States, which remains low in
the southern part of Latin America, especially Argentina, Chile and
Uruguay, while continuing to accelerate in Mexico, Central America
and the Caribbean.

e They differ in the degree to which they have opened their economies
to international competition. Brazil, Colombia, Mexico, Panama, Peru,
the Dominican Republic and some Central American nations have
liberalized their economies, but none has done so to the extent of
Chile, and some other countries remain far behind or continue to resist
globalization.

e Countries have advanced at different rates in achieving key aspects of
effective democratic governance — such as checks and balances, ac-
countability and the rule of law. These qualities have been historically
strong in Costa Rica, Chile and Uruguay; they have been increasingly
but unevenly robust in Brazil and have gained ground in Mexico, with
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many ups and downs; but they have weakened in Argentina and Vene-

zuela and are problematic in most of the Andean nations, much of

Central America and Haiti.

e The strength of civil and political institutions beyond the state — such as
non-governmental entities, the press, religious organizations and trade
unions — also varies enormously from place to place, with implications
for democratic accountability. They are strongest in Chile, Costa Rica,
the Dominican Republic, Uruguay and perhaps Argentina; they are
growing in Brazil and Mexico; they are regaining stature but continue
to be quite problematic in Colombia; they are weak in Bolivia, Ecua-
dor, Paraguay, Peru, Venezuela and most of Central America; and
they are very weak in Haiti.

¢ Finally, Western hemispheric countries vary in the degree to which
they incorporate many traditionally excluded populations, including
more than 30 million marginalized, disadvantaged and increasingly po-
litically mobilized indigenous people, especially in Bolivia, Ecuador,
Guatemala, the Peruvian highlands and southern Mexico; and in their
treatment of Afro-Latin Americans, who still face severe racial dis-
crimination in a number of countries. Some of the toughest challenges
to US diplomacy arise from the countries that are struggling to in-
corporate large, previously excluded groups — in part by mobiliz-
ing anti-globalization, anti-capitalist and therefore anti-United States
sentiment.

Officials in the new administration are aware that only when all of
these important structural differences and their political consequences
are consistently understood — an aim to which this volume contributes —
can the countries of Latin America and the Caribbean come into clear
focus for US policy. Hemisphere-wide summit conferences or very broad
regional initiatives are much less likely to be effective, in this perspective,
than subregional efforts that bring together smaller clusters of countries
with comparable or complementary issues and concerns. Recognizing
this fundamental reality is a starting point for the Obama administra-
tion’s reconsideration of US policies in the Americas.

Changing mindsets

It is much too early to be sure how the Obama administration’s promis-
ing start towards renewing inter-American cooperation will fare. But
evidence from the administration’s first 100 days suggests that it has
adjusted several important mindsets in ways that reflect the changes dis-
cussed in this volume.
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Among the changes perceptible in the Obama administration’s first 100
days are:
® a turn from obsessive concern with military security and the so-called

“war on terrorism” to an emphasis on shared challenges involving

economic growth, jobs, equity, citizen security, energy, migration,

democratic governance and the rule of law

® a turn away from the so-called “war on drugs” to a more cooperative
attempt to work together to reduce demand and mitigate harm — an
attempt that starts with an honest appreciation of the role of the
United States itself in fuelling and facilitating the drug trade and the
associated traffic in small arms and bulk cash
e appreciation that some of the key issues affecting US-Latin American
relations — particularly immigration, narcotics, trade and energy con-
servation and development — require new domestic initiatives that will
have important repercussions in other countries of the Americas

e targeted priority on the special issues posed by relations with the clos-
est neighbours in Mexico and the Caribbean Basin, and the prospects
for strategic cooperation with Brazil on a number of key issues in the
hemisphere and beyond; case-by-case, patient and nuanced manage-
ment of relations with the nations of the Andean ridge; and a new
approach to Cuba, turning away from denial, embargo and exclusion
in favour of restoring communications, building trust and working to-
wards cooperation on shared concerns

® both understanding and explaining to the people of the United States
that the country would gain more stable neighbours, expanded mar-
kets, more attractive investment opportunities and more congenial
tourist destinations and retirement havens if the countries of Latin

America and the Caribbean could be helped to reduce extreme pov-

erty, gross inequities, ethnic exclusion and rising unemployment.

One cannot be sure how far the Obama administration will go in re-
framing US approaches to Latin America and the Caribbean, how long
these approaches will continue or what the impact of new policies will
be. But it is precisely the changes that have occurred in the past two dec-
ades within Latin America and the Caribbean, in the international con-
text and within the United States itself that make these new approaches
both necessary and possible. This book provides an excellent introduc-
tion to these topics and acts as a reminder of the increasing importance
of Latin America and the Caribbean.






Introduction

The effect of national and global
forces on the Americas: Tsunami,
tornado or just a mild breeze?

Andrew F. Cooper and Jorge Heine

On 20 April 2008 Fernando Lugo won the presidential elections in Para-
guay, bringing to an end 61 years of Colorado Party rule and opening a
new chapter in the history of one of the poorest and most backward na-
tions in South America. A former clergyman, known as ‘“‘the bishop of
the poor” and closely associated with liberation theology, Lugo and his
coalition, the Patriotic Alliance for Change, represent a radical change
for a country that — even after the fall in February 1989 of dictator Gen-
eral Alfredo Stroessner, who ruled Paraguay with an iron fist for 35 years
— continued to be afflicted by poverty, corruption, the marginalization of
its aboriginal peoples and an economy based largely on smuggling and
drug trafficking. As The Economist (2008) put it, “The Colorado party
... has ruled so long that Paraguay sometimes feel like a run-down coun-
try club that exists purely for the benefit of party members.”

By and large, the results of the Paraguayan elections went largely un-
noticed by the international media — just another election in an obscure
South American country with a difficult-to-pronounce name. One ques-
tion that foreign correspondents asked was how close the new president
would be to Venezuela, to which the answer was ambiguous.

Only a decade ago — that is, in the late 1990s — the notion that the left
would reach power in Paraguay would have been considered somewhere
between ludicrous and preposterous. In the new environment of the Latin
America of the first decade of the twenty-first century, it is taken as a
humdrum event. The reason is that the left has been winning almost
everywhere in the region, so much so that it has become ‘‘the expected

Which way Latin America? Hemispheric politics meets globalization, Cooper and Heine,
eds, United Nations University Press, 2009, ISBN 978-92-808-1172-8
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outcome” whenever presidential elections are held (see Cheresky, 2007).
A quick look at a map of South America in mid-2008 reveals that at least
eight of the continent’s 10 countries are ruled by the left or left-of-centre
coalitions. To these one could add several other governments in the
broader Latin American region, like those of Presidents Daniel Ortega
in Nicaragua, René Préval in Haiti, Leonel Fernandez in the Dominican
Republic and Martin Torrijos in Panama.

Yet, as a significant number of contributions in this volume attest, the
left should not be looked upon as a homogeneous or monolithic entity.
Some elements of the old left have morphed considerably, and a very dif-
ferent left has emerged. The new left (or centre-left) extends across a
continuum that includes the Workers’ Party in Brazil, the Frente Amplio
(Broad Front) in Uruguay, the Concertacién in Chile and “Kirchnerism”
in Argentina, and their respective governments (Vilas, 2006: 239-243).
These significant departures from the first wave of democratic govern-
ments that came into power after the region’s transition to democracy in
the 1980s have by no means been confined to the ideological sphere.
What we are looking at is a much deeper transformation in Latin Ameri-
can politics, one that goes well beyond the alternation in power between
right and left, affecting the very way in which politics is practised and by
whom.

At one level, this collection is an attempt to add what we think is a nec-
essary modification to this commonly accepted template about Latin
American politics and society. Yes, the left in Latin America has made
substantive gains. In both its causes and effects, however, this trend is
far from a simplistic one. In structural terms, the left has been a benefi-
ciary of the release of disciplines imposed in the bipolar world. Leftist po-
litical parties can no longer be immediately condemned and marginalized
as agents of international communism. In societal terms, the left has been
able to establish itself as the voice of those forces whose priority it is to
close the equality gap between an increasingly expectant — and politically
demanding — citizenry and the holders of economic privilege and power.
In political terms, the left became the beneficiary in some parts of the re-
gion simply by its established credentials as the force of opposition in
more robust democratic systems. Facilitated by growing discontent with
the record of incumbents — specifically, the failure to deliver on jobs, in-
comes and services — the left came into office as much by default as by its
own performance.

The changes demonstrated by the rise of the left are also cultural.
Much as in the United States, where Barack Obama’s election as presi-
dent has been described as “historic”’, something similar could be said
about what has happened in Latin America in this decade: electorates
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are reaching out beyond the traditional white, male, Europeanized élite
on which they relied to rule them to a new, much more representative
generation of leaders. President Luiz Inédcio Lula da Silva of Brazil —
now into his second term, with approval ratings of 80 per cent and
widely considered among the most effective Brazilian presidents ever —
is a former trade union leader and metalworker who lost one of his fin-
gers on the factory floor. Evo Morales, a native Aymara and high school
dropout, is the first Bolivian president in many decades to have been
elected with an absolute majority of the vote and thus has a legitimacy
none of his predecessors enjoyed.! Michelle Bachelet of Chile was the
first woman elected to a presidency in the Southern Cone, followed in
October 2007 by Cristina Fernandez de Kirchner in Argentina, whose main
rival in those elections happened to be another woman, Elisa Carrid.>

Some of the left’s success does indeed play out in a personalistic
and populist character, as represented by Venezuela’s President Hugo
Chavez. A good deal of chavismo represents a classic expression of the
caudillo (leader) in Latin American politics. For some observers, Chavez
is the generational successor of Fidel Castro as the burr under the US
saddle. For others, Chavez is another representation of the left-oriented
but nationalist big military man “on horseback” who comes in to clean
up the mess left by a corrupt and closed élite.

As the left increases its presence in the region, the formal “‘rules of the
game’’ of Latin American politics are also being rewritten: at least three
countries (Bolivia, Ecuador and Venezuela) are in the process of devel-
oping new constitutions and another (Chile, during the 2000-2006 pres-
idency of Ricardo Lagos) undertook significant, if not necessarily radical,
reforms to its existing charter. Simultaneously, and again contrary to the
conventional wisdom, ‘“Most Latin American countries were better
placed in 2007 than they had been at any time in the previous quarter of
a century” (Reid, 2007: 312).

From outside the region, observers have had notorious difficulty in ex-
plaining these momentous changes, as they do not respond to the con-
ventional wisdom on what politics should look like in the supposedly
post-ideological era after the Cold War. One suggestion is that there are
really no differences between right and left in this day and age, and that,
while candidates might engage in some platform posturing and sloganeer-
ing on the stump, at the end of the day governments will do what they
always have: muddle through as best they can and try to hold on to
power, by no means an easy task even in post-military-coups Latin
America. This position, of course, is untenable: the very notion of no
more ideologies is itself an ideological position. Ideologies change and
adapt themselves to new circumstances — if the world changes, so will
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ideologies. But that does not mean that all political parties embody the
same programmes and values. Although the differences are smaller than
they were, say, 30 years ago, there is still significant variation between
right and left, and especially so in Latin America, where the right is
closely identified with the military dictatorships that ruled from the
1960s to the 1980s.

A second suggestion is that, although the differences between right and
left might still hold, no “‘rise of the left”” actually exists. According to sur-
veys conducted by Latinobarémetro, the region’s main polling firm, the
vast majority of respondents tend to locate themselves closer to the
centre than to either extreme of the political spectrum (7The Economist,
2006). Accordingly, although eight South American countries are ruled
by left or left-leaning parties and the vast majority of the 500 million
Latin Americans find themselves under governments ostensibly identified
with the left, the “rise of the left” is nothing but a myth. This view misses
the point. For the purposes of increasing our understanding of the direc-
tion in which Latin America is going, the main issue is not what survey
data tell us about where respondents place themselves on an abstract
ideological continuum, but for whom they vote once they have the
chance to do so. And the answer to that question seems to be quite obvi-
ous so far.

A third approach has been to take ‘“‘the rise of the left” as given and
move on to the next stage — that is, to make distinctions between the vari-
ous types of left, especially between the “populist” left and the ‘““‘prag-
matic” left. Jorge G. Castafieda, a contributor to this volume and one of
the region’s sharpest analysts, has been at the forefront of this approach,
which underlines the many differences existing in the government pro-
grammes and policies followed by, say, Chavez’s Venezuela and Kirchn-
er’s Argentina, on the one hand, and Bachelet’s Chile and Lula’s Brazil,
on the other (see Castafieda, 2006). These differences are real, but,
strictly speaking, should be a second-order concern, as it were.

The main question is a different one: why this upsurge of the left?

This question is especially pertinent since earlier victories of the left in
Latin America had been few and far between and tended to end badly, as
the cases of Juan Bosch in the Dominican Republic in the 1960s, Salva-
dor Allende in Chile in the 1970s and Alan Garcia in Peru in the 1980s
attest. Indeed, never before in the almost two centuries of the region’s in-
dependent history has the left achieved its current ascendancy, reaching
power in some countries, such as Ecuador and Uruguay, for the first
time. Moreover, many observers believe the left will remain in govern-
ment for quite some time, often alternating with the right but always
present, as opposed to its earlier decades, if not centuries, of confinement
to the political wilderness.
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Democracy and the Washington Consensus

To explain why this new wave of change is happening is by no means
easy. For the first time, democracy as a form of government has estab-
lished itself throughout the region. Universal suffrage is amply recog-
nized, there are free and fair elections, a free press, alternancia in power
and, as a rule, recognition of and respect for civic and political rights.
This is by no means an inconsiderable achievement. As recently as 1979
there were only three functioning democracies, in the full sense of the
term, in Latin America; today, democracy is the norm. The region has
come a long way.

Yet it is also true that Latin American democracies, as opposed to
those of the North, exist in societies marked by both poverty and in-
equality. In fact, as Guillermo O’Donnell (2004) has pointed out, democ-
racy in Latin America has followed its own path, one that figures poverty
and inequality quite prominently, which in turn affects its dynamics and
performance. And this relates to the feebleness of the social, economic
and, in many cases, legal rights of vast sections of the population.

Over the past 20 years or so, then, there has been a steady expansion
of democratic institutions and political rights in the region, quite appar-
ent to all and easily measurable through a variety of indicators. We have
also seen the application of a certain type of economic programme,
known as ‘‘structural adjustment”, which held the promise of ending,
or at least dramatically reducing, poverty and inequality — a goal which
people were willing to make significant sacrifices to attain.

The notion became widespread that there was only one economic
model and one type of economic policy: that many key policy decisions
ultimately were technical ones and should be removed from the political
sphere (i.e. from democratic controls), and that the discipline of markets
was in the end more significant than the discipline of democracy. For 15
years the region went through a veritable catharsis of economic reforms,
which succeeded each other in various cycles and in which almost no
government felt free from engaging — this was, after all, the “Washington
Consensus”, and the penalties for those willing to depart from it were
high.? These reforms had a number of beneficial effects, including the
establishment of macroeconomic equilibria and the stabilization of
economies that had often reeled under three-digit inflation rates. These
accomplishments cannot be dismissed lightly. Yet by focusing almost ex-
clusively on cutting back the size of the state (as opposed to enhancing its
effectiveness), they also often weakened the state’s capacity to perform
its essential functions. The concept of a “lean and mean” state became
only too true for many Latin Americans, with a state apparatus reduced
not just to a bare-bones structure, but to an unwillingness and inability to
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provide the security and essential public services that citizens expect (see
Hershberg and Rosen, 2007).

The conceptual promise of the neoliberal adjustment model thus did
not translate into widespread benefits. The average incomes of urban
workers, with the exception of those in Chile, stagnated or fell (Portes
and Hoffman, 2003: 65). Not only did the distance between the haves and
have-nots grow in general terms, but issues of marginality among the in-
digenous populations were exacerbated — economic resentment is tightly
woven into the politics of identity. Still, rather than returning to the
rejected formulas of the past (military coups, above all else), Latin
America has attempted to find other solutions to these problems. In
some cases the torrent of distress has brought with it alternative forms
of rebelliousness (Williamson, 2006: 268-272) — as in Bolivia, where in
2003 protests over gas prices and exports resulted in the removal of
President Gonzalo Sanchez de Lozada (see McPherson, 2006: 120-121).

It is in this context that, in the course of the current decade and con-
trary to the prognostications of the prophets of “‘the end of ideology”,
this upsurge of the left in Latin America has taken place. This poses a
paradox. One would expect protest votes leading to first-time wins by
the left in periods of great economic turmoil or recession. Yet for most
of this decade Latin America has been undergoing an economic boom.
In 2007, its fifth consecutive year of growth, the region’s economy ex-
panded by 5.6 per cent, clocking the highest amount of foreign direct in-
vestment since 1999 (US$95 billion), while foreign reserves increased
markedly to 3.5 per cent of the region’s GDP, foreign debt continued to
fall (as a share of GDP) and unemployment dropped from 8.6 to 8.0 per
cent (ECLAC, 2008).

Thanks to the mid-decade surge in commodity prices, Latin American
— especially South American — exports reached hitherto unseen levels.
Studies show a close alignment between the business cycles of China
and India and those of Latin American countries, indicating that the re-
gion has benefited especially from the high and steady growth rates of
the two Asian giants (see Heine, 2006; World Bank, 2006; Rosales and
Kuwayama, 2007). Here, psychologically, as well as practically, the statist
ethos — and domestic politics and society more generally — meets head on
with globalism in all its diversity. As Robertson (1992) puts it neatly,
globalism (or globality) is as much a question of social consciousness or,
one could add, of mental state as of concrete connections. Trade and in-
vestment flows, along with cultural affinities and senses of solidarities,
have all moved intensely out into the global sphere (Scholte, 2005).

Globalism plays out not only in outside-in fashion with respect to Latin
America but also in an inside-out manner. One distinguishing feature
of the new Latin American leaders is their global reach — Brazil’s Lula
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embodies this trajectory, as does Venezuela’s Chavez. Furthermore,
these statist expressions are just the ripple on top of the currents of Latin
America’s globalism, which can be found across the board from major
companies to the multifaceted expressions of civil society activism.

Roots of political change

Various interpretations have been offered of the precise nature of the
current Latin American left. One is that, at a time when the rest of the
world has dismissed protectionism and heterodox economic policies as
unsuitable, Latin America appears to be returning to the failed policies
of the 1960s. A standard argument is that Asia is forging ahead because
Asian nations are closely attuned to the spirit of the times, while Latin
American countries are once again losing the chance to make the Great
Leap Forward to becoming developed societies.* Yet this is not true. Far
from going back to inflationary and inward-looking policies, most Latin
American governments today have embraced export-led development
and are well aware of the need to keep inflation under control.

Another school of thought subsumes this emerging trend under an
even earlier Latin American phenomenon, found in the 1940s and
1950s: that of populism, with its promise of easy and irresponsible redis-
tributionism. In fact, in standard political rhetoric, in many ways “‘popu-
lism” has come to replace ‘“‘communism’ as the new threat of choice
looming over the region, especially since “‘terrorism”, the threat of
choice elsewhere, is hardly present in Latin America. The truth is that
populism, as defined in its Latin American expression of many decades
ago, has lost its social basis of support, which was made up of multiclass
urban coalitions based on import-substitution industrialization — strictu
sensu, the only populism one can find in the region today is that of
Venezuela under Chavez, which is really petro-populism, fuelled and
made possible by that country’s extensive oil reserves and the skyrocket-
ing price of oil that occurred during the better part of the first decade of
the twenty-first century.

Neither of these characterizations holds up. Instead, they skim over the
surface of a very real, region-wide phenomenon without addressing its
underlying social and economic causes. If one does that, instead of limit-
ing oneself to the content analysis of political discourse, one finds that
these changes — politically much more of a tsunami than a light breeze —
are the fallout of 15 years of the dogmatic ramming through of economic
reforms, none of which has made much of a dent in the region’s under-
lying problems, including its massive inequality and the huge gaps be-
tween social classes. One could debate endlessly whether it is the
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reforms themselves or the manner in which they were applied that are at
fault, but the fact is that vast sections of the population feel their lives are
not improving and are demanding change.

Some hard evidence confirms this proposition. According to one study,
the index of economic reforms — a composite index that looks at interna-
tional trade policies, tax policies, financial policies, privatizations and
capital accounts, all related to the Washington Consensus and measured
from 0 to 1 — shows a steady upward trend from 0.58 in the 1980s to an
average of 0.83 between 1998 and 2003 (UNDP, 2004: 39-41). Yet what
do these reforms — which have often implied the closing of whole sectors
of industry, the firing of hundreds of thousands of public employees and
the turning over to private hands, sometimes for a pittance, of public
enterprises built up over many decades — have to show as a result? Are
Latin Americans better off than they were in 1980?

The numbers suggest they are not. In 1980, when the index of eco-
nomic reforms was 0.55, per capita income was US$3,739 (in constant
1995 dollars); 20 years later, with the index of economic reforms at 0.83,
per capita income stood almost unchanged at US$3,952.

Poverty, however, did go down: affecting 46 per cent of the populations
of 18 countries in 1990, the poverty rate fell to 41.8 per cent between
1998 and 2001, almost all of it explained by poverty reduction in Brazil,
Chile and Mexico. Yet the absolute number of Latin Americans below
the poverty line went up in those years, from 190 million in 1990 to 209
million in 2001. Poverty even increased in relative terms in some areas: in
the Southern Cone from 25.6 to 29.4 per cent; in the Andean nations
from 52.3 to 53.3 per cent; and in Central America from 45.2 to 51.2 per
cent.

At the same time, inequality in the region, as measured by the Gini
coefficient, increased from 0.554 in 1990 to 0.58 in 1999; in contrast, the
world average in the 1990s was 0.38 and that of developed countries was
0.33. This inequality also expresses itself in the gap between the high-
and low-income sectors of society: in 1990 the top decile of Latin Ameri-
cans had 25.4 times the income of the lowest-income decile; by 1999 the
gap had widened to 27.4 times, the highest income inequality in the
world. In turn, growing inequality is related to the employment situation.
Contrary to the predictions of those who believed reforms would usher in
an era of plentiful jobs, nothing of the sort has occurred — as a rule, both
unemployment itself and the informal sector grew in the 1990s, although
this has changed in the past couple of years.

There should be nothing surprising, then, about the upsurge of the left
in Latin America. It is, in many ways, a quite logical, predictable reaction
by those who feel left behind, who are tired of waiting for reform pro-
grammes to deliver the goods. The moment economists start talking
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about the ‘“‘third generation” of reforms as those that will really, truly
make a difference, one realizes why voters have become tired of such
promises.

Engaging the world

How is the region responding to the challenges arising from the interna-

tional environment? In negotiating this complex and rapidly changing

world, has there been an effort to “circle the wagons”, as it were, and
hark back to the protectionism of yore? Or, on the contrary, have Latin

American countries made a point of reaching out beyond their traditional

diplomatic partners and tried to become, if not fully global players, at

least actors on a wider stage? If the latter, how well have they fared?

Are Latin American countries actually benefiting from globalization or

are they paying inordinate costs as a result of it?

This is a central question asked in this book, and the various con-
tributors provide somewhat different answers. Before getting to them,
however, there are some general propositions about Latin America’s
international interactions.

e Of all regions in the world, Latin America, because of its geographic
isolation (surrounded as it is by two of the world’s largest oceans),
traditional subordination to the United States and distance from the
Eurasian landmass (traditional centre of world conflict), has been a
strategically secondary region.

e This has meant a somewhat parochial international perspective, one
confined to North America and Western Europe, with little attention
being paid to the rest of the world. A quick survey of where Latin
American countries have the majority of their embassies (overwhelm-
ingly in Europe) is good evidence as to where international priorities
lie.

® There have been exceptions: Cuba in the 1970s and 1980s, and, some-
what intermittently, Brazil. Yet, by and large, Latin American coun-
tries, for most of their close to 200 years of independent history, have
been reluctant to reach out beyond the “safe” boundaries of North
America and Western Europe in their foreign policy, diplomacy and
international economic relations.

® As a consequence, Latin American nations have also been, as a rule,
relatively absent from international debates about global issues.
Though there are exceptions to this — like the Law of the Sea Treaty
and the Antarctic Treaty, and where Brazil has been at the forefront
of deliberations on the global environment and the role of the Amazon
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region — there are not many more issues in this category. The reluc-
tance of some Latin American countries in the not-too-distant past to
stand for election to the UN Security Council (even when, according
to the rotation principle, it is their ““turn” and they would have a good
chance of being elected) is a good example of this international “shy-
ness’’; this reluctance springs from a sense that little can be gained, ex-
cept headaches, by engaging with global issues on an international
platform like the Security Council.

It is against this background that the changes which have taken place
in the course of the present decade stand out. In many ways, it has been
a period in which Latin America has ‘“‘come out” in the world scene,
starkly raising its international profile.

Regionally, this has been made possible by two interrelated phenomena.

On the one hand, the 1990s saw a revival of regional (and particularly
subregional) integration schemes, which many considered had been dis-
carded for good in the 1980s. From the founding of Mercosur in 1991
to a renewed impetus of the Andean Community, the Central American
Common Market and CARICOM, a “‘new regionalism” came to the fore.
Very different from the one seen in the 1960s with ALALC (the Asocia-
cioén Latinoamericana de Libre Comercio) and the Andean Pact, this was
an ‘“‘open regionalism”, inspired partly by the experience of ASEAN.
Based on export-led development (as opposed to import-substitution
industrialization), it looks at the region as a base from which to export
to and interact with the rest of the world. These various subregional
schemes have fallen short of “blending” into the Free Trade Area of the
Americas (FTAA) that was announced with such fanfare at the Second
Summit of the Americas in Santiago, Chile, in April 1998. Yet they have
provided a somewhat larger base than the nation-state for Latin Ameri-
can countries to engage in relatively unimpeded trade and investment
flows across the region.

The 1990s also saw the rise of Latin American political cooperation,
to a degree not seen beforehand. Regional summit diplomacy became
an established feature, with the Rio Group, the Ibero-American Sum-
mits, the Americas Summits (with a somewhat different profile) and, last
but not least, the UNASUR summits — which overlapped with those of
the various subregional integration schemes, leading to what some ob-
servers have referred to as “‘summit inflation”. The point, though, is that
Latin American leaders have started to interact regularly in a great vari-
ety of forums, thus developing a distinct regional diplomatic identity that
has been largely absent until now.

These various “collective action’ schemes came into their own with a
special impetus after 9/11. If the end of the Cold War meant that Latin
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America’s strategic significance for the United States (rather low to begin
with) was even further diminished, the actions of Al Qaeda in September
2001 entailed the disappearance of the region from the radar screens of
the White House and the State Department. Paradoxically, precisely be-
cause it was the one region in the world not involved in an attack planned
in Central Asia, financed from West Asia, with “trial runs” in East Africa
undertaken by personnel trained in Western Europe and the United
States, Latin America became a leading diplomatic casualty of the “war
on terror’.

This marginalization, however, was not without its benefits. With the
emergence of Asia as a major growth pole in the world economy, Latin
American nations started to realize that their traditional “US and Euro-
centric”’ outlook on world affairs was anachronistic, and that ignoring
global issues was no longer an option.

Latin America’s growing density of international linkages is thus
marked by a steady increase in regionalism as a foreign policy platform,
growing diversification away from traditional partners and towards a
greater engagement of countries in the global South, and a shift to a po-
sition of relative strength as Latin American countries got their domestic
economies in order and benefited from the 2002-2008 worldwide com-
modities boom, thus becoming valuable economic partners in their own
right.

In terms of foreign policy, Brazil has been by far the most active and
ambitious. Its leadership within the G-20+ in the Doha Round from
2003 on, the India-Brazil-South Africa (IBSA) initiative that same year
(see Flemes, 2007; Devraj, 2004) and its joining the G-4 (with Japan,
Germany and India) in 2006, in an (ultimately failed) attempt to reform
the UN Security Council, are all products of this truly global approach to
its international relations. The opening of 32 new embassies in the 2003—
2008 period, at a time when many countries were closing missions abroad
and cutting the budgets of foreign ministries, is also revealing.

More modest, but not without its own accomplishments, has been
Chile’s approach to foreign relations, putting international economic
policy front and centre. With 54 FTAs, more than any other country in
the world, Chile has made access to foreign markets a key component of
its foreign policy, having signed agreements with the United States, the
European Union, China and Japan, among other countries, and in so do-
ing increasing its exports from US$9 billion in 1990 to US$69 billion in
2008. Chile also joined APEC (in 1994) and has been invited to join the
OECD (in 2008), showing precisely the sort of diplomatic initiatives that
are necessary in an increasingly complex and networked international
system (see www.direcon.cl).
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Something similar can be said about Mexico, the first Latin American
country to join APEC (in 1991), the first to join the OECD and the one,
after Chile, with the largest number of FTAs.

Globalization and the Latin American response

As Laurence Whitehead, a contributor to this volume, points out in his
eye-opening interpretation, Latin America is a particularly “outward-
oriented” region, one that is constantly looking to validate domestic
policy proposals on the basis of international references and alleged
“best practices”. Parties and factions compete with each other in the
offer of different ‘“modernities”, which are often quickly abandoned,
leading to a veritable ‘“‘mausoleum of modernities”. The interface be-
tween the domestic and the international in Latin American politics is
therefore particularly dynamic (Whitehead, 2005).

Much of the conservative argument against the region’s current “left
trend” is couched in terms of its supposedly running counter to broader
“international trends” — in short, globalization. According to this per-
spective, opening up the economy, privatizing public enterprises and de-
regulating productive activities (especially the labour market) — all key
tenets of the Washington Consensus or, in the words of Birdsall and de
la Torre (2001), the “Washington Contentious” — are the only way to re-
spond to the enormous demands of a rapidly changing world economy,
and those countries that stray from it do so at their peril.

We have already examined what that approach did to Latin American
economies and incomes in the 1990s. In fact, what obtains might be
exactly the opposite. It might well be that the current political cycle in
Latin America overlaps with, and is at least partly a reaction to, a
broader international phenomenon: what some authors have referred to
as “the collapse of globalism” and others, more modestly, as “‘the end of
liberal globalization” — that is, broadly speaking, the end of globalization
as an ideology, though not necessarily as a process (see Saul, 2006; Op-
penheimer, 2007-2008). Notions like ‘“the twilight of the nation-state”,
“global markets in command”, ‘“‘unilateral opening of economies to
maximize comparative advantages” and ‘‘the ever-rising power of trans-
national firms” seem increasingly dated at a time when nationalism is
reasserting itself almost everywhere; when the forceful presence of the
state is behind the rise of new giants China and India; when the collapse
of the Doha Round - the first such international trade round to fail
since the Second World War — is proof positive that key actors are not
necessarily willing or able to move towards a more liberalized and non-
subsidized international trade regime; when the fabled FTAA, which
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was designed to come to fruition in 2005, is nowhere near in sight; and
when the electorates of France, the Netherlands and even Ireland have
rejected the proposed EU Constitution and thrown a spanner into the
process of European integration.

A central tenet of globalism was that the scope of politics was being
reduced: there would be no margin for political choice and discretion in
a world ruled by abstract economic forces, in the face of which politicians
were essentially impotent. In response, the message that Latin American
electorates have been sending is that they no longer buy this view and are
ready for a change. They want choice. And it is not a coincidence that
President Rafael Correa of Ecuador, elected in November 2006, did his
doctoral dissertation in economics at the University of Illinois on the sub-
ject of globalization and its impact on Latin America.

Choice means alternatives to the single-minded goal of moving, in ef-
fect, from a market economy to a market society, in which democratic
choice is reduced to a minimal expression, a society of citizens replaced
by one of consumers. And this, of course, is critical to Latin America’s
central predicament: the coexistence of electoral democracy with wide-
spread poverty and inequality. There are different ways to reduce pov-
erty and inequality, alternatives to “trickle down” that would remove or
at least alleviate the social fractures and divisions that plague so many
countries of the region. And this requires a certain kind of politics, one
that evaluates different kinds of economic policies, that is built on a
strong state able to protect the weaker sections of society — which, in
Latin America, encompass 40 per cent of the population — and that en-
gages the world not in a defeatist manner, resigned to accept whatever
the forces of globalization bring, but creatively and proactively.

There are many ways to combine the roles of the state and the market,
and each country has to come up with its own approaches and solutions.
But persistent demands for better welfare programmes, greater social
justice, political inclusion and greater equality and dignity for the work-
ing man and woman and for disadvantaged groups provide the basis for
much political mobilization.

The challenge and the hemisphere

It is, then, to foster understanding of the forces, domestic and interna-
tional, that have led Latin America to this momentous process of change
that this volume has come into being.

The introductory section is formed by three tour d’horizons. In the
lead chapter, Laurence Whitehead argues, with his usual flair, that the
dominant metanarratives of our understanding of Latin America are
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exhausted; that instead of illuminating the regional scene they condemn
us to navigating in a fog. For the United States, the absence of a strong
metanarrative that can act as a helpful guide is highly detrimental to its
reputation in the region. Although Whitehead sees the US image in the
region as still marginally positive, he adds that its ‘“‘credit rating has
dropped sharply”. For Latin America, the absence of a compelling meta-
narrative is equally negative. Instead of reinforcing a collective logic,
autonomous activity is encouraged, with an upsurge of ““parochial clashes
of interests”. Rather than aiming for an overly ambitious new metanarra-
tive, though, in a call we believe the contributors to this volume have
heeded, Whitehead argues for more detailed research in key issue areas,
in both comparative politics and international relations.

Michael Shifter, on the other hand, underscores the degree to which
the hemispheric consensus extant in the 1990s has evaporated. For that
he blames, as many do, the role of figures like President Chavez in Vene-
zuela, but also Washington’s failings, its double standards on democracy
and human rights after 9/11 and the growing distrust in US domestic
politics of free trade and globalization — something that became espe-
cially apparent in the 2008 Democratic primaries. Shifter, nonetheless, is
upbeat about Brazil and how its long-in-the-making stabilization and
progress under Presidents Cardoso and Lula have led it to the economic
momentum that forecasters say will put it among the world’s dominant
economies by 2050. In this, other members of the select BRIC group
(Brazil, Russia, India, China) — into which Brazil was thrust by Goldman
Sachs in its 2003 report — will play a key role through their steady and
growing demand for the country’s (and the region’s) raw materials.

The foundational debate on the prospects and nature of the left in
Latin America is taken up by Jorge G. Castafieda and Marco A. Morales.
They contrast the sort of anti-US, authoritarian left present in Venezuela
under Chavez with the market-friendly one extant in Chile under Bache-
let. They also emphasize the distinction between them with respect to
“the means to accede to and remain in power”. One works within the
confines of democracy and respects the rule of law, whereas the other
takes on institutions it deems to be inconvenient. Although Castaneda
and Morales admit that there are examples of both types enjoying politi-
cal success, they believe the future is brighter for the more moderate
variant, which is more likely to be able to attract support from across
the political spectrum.

Regional and global influences

Moving to Latin America’s interaction with the global political economy,
Sidney Weintraub and Annette Hester reveal that there are many ten-



INTRODUCTION 15

sions among countries in the region when it comes to energy sources and
the energy market. The push of the United States for energy independ-
ence and the pull of Latin American sensitivity and resistance are a prob-
lematic mix — yet, despite their differences, Venezuela has continued to
supply the United States uninterruptedly with some 15 per cent of its oil
imports, and Caribbean nations have benefited considerably from Vene-
zuela’s policy of supplying them with oil at cut-rate prices. But there are
also differences among Latin American, and especially South American,
countries on how best to deal with energy supply and demand. Chile, one
of the fastest-growing and most dynamic economies in the region, does
not have any oil and gas supplies to speak of. Its neighbours have plenty
of gas, but Bolivia refuses to sell to Chile, Peru might follow suit and
Argentina, running out of gas supplies for its own burgeoning domestic
demand, is violating existing contracts with Chile and cutting off its
supplies.

Brazil’s recent discovery of major offshore oilfields, on the other hand,
with their potential for launching that country as a major oil producer,
has come to underscore the irony of a region that could be self-sufficient
in energy but cannot ‘‘get its act together” to take advantage of its
endowments, with the consequent opportunity costs for all involved.®
Brazil, in any event, is very much at the forefront on this particular issue
with a publicly owned but publicly traded company, Petrobras, that is
well managed and able to generate the capital it needs for prospecting
and investment in new fields. In stark contrast, the Mexican oil company
Pemex, hampered by bureaucratic controls and the financial needs of the
Mexican government, which gets some 40 per cent of its revenues from
Pemex, has little room for allocating a larger share of its funds to further
exploration in the Gulf of Mexico. In a testament to the foresight of its
energy policies, Brazil is also at the forefront in terms of alternative
energy sources, with its development of biofuels and sugar-based ethanol
(a much more efficient source of fuel than the corn-based one used in the
United States) in a programme that started in the early 1980s and is now
flourishing, given Brazil’s seemingly limitless amount of land for such
crops.

Energy, of course, has become in many ways the key driver of the in-
ternational agenda these days, and it has changed the distribution of
power — away from the transnational corporations, which had many
more trump cards in their hands when the main driver of this agenda
was globalization per se, and towards the nation-state, whose demise has
been heralded so often, but which stubbornly refuses to exit the stage. As
energy sources, by definition, are to be found in particular territories,
they are bound to fall more easily under the control of sovereign states
than the regular production of goods and services, which can be shifted
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quite easily from one country to another. Yet in the past oil and gas
companies tended to develop as enclaves, giving few benefits to the popu-
lations of the countries in which they operated, thus generating consid-
erable ill will. It is no coincidence that perhaps the three most militant
left-nationalist governments in South America today — those of Bolivia
under Evo Morales, Ecuador under Rafael Correa and Venezuela under
Hugo Chavez — are to be found in oil- and gas-rich states, which have
made the recovery of those resources and the channelling of the benefits
to be derived from them to their populations a key priority. So-called re-
source nationalism is not a random phenomenon; it emerges from specific
conditions that allow it to mature and develop. In South America, it is
the Andean nations that have had particular difficulty in adapting to the
demands of a rapidly changing world economy; not surprisingly, now that
demand for some of the commodities with which they are richly endowed
is picking up, they quite legitimately want to make the most of it (see
Rosenberg, 2007). The notion that somehow it would be in their best
interest to let foreign companies dispose of these resources more or less
freely is embedded in a less-than-Aristotelian logic.

Nicola Phillips’s chapter focuses on Sino-Latin American relations,
which have generated considerable interest among specialists in the past
few years. She acknowledges the complementarity of the Chinese and
Latin American economies, but stresses the vulnerabilities this entails.
Mexico and Central America, with their specialization in manufacturing,
have been especially affected by Chinese competition; in fact, in 2006
China displaced Mexico as the second-largest exporter to the United
States (after Canada). Phillips also points out that the structural rise of
China as “‘the world’s factory” will further reduce the opportunities for
Latin American industrialization, while its seemingly inexhaustible de-
mand for raw materials, perhaps perversely, will keep the countries of
the region “‘stuck” in their condition as producers of commodities, pre-
venting them from moving up the manufacturing value chain.

Jorge Heine takes a different tack on this issue in his analysis of Indo-
Latin American links, a much newer issue. Although the volume of trade
between India and Latin America is much lower than that between China
and the region (US$10-12 billion versus US$100 billion in 2007), Sino-
Latin American trade was at a similar low level as recently as 2001.
With a particular focus on Brazil and Chile, which have taken the lead
in relationships with India, Heine stresses the actual and potential benefit
that “playing the India card” entails. This alludes to sheer volume of
trade, enhancement of commodity prices, foreign-exchange earnings
and, not least, the benefits of technological transfers and job creation re-
sulting from the Indian information technology sector, one the world’s
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most dynamic — quite apart from opening up the foreign policy options
available to Latin American nations.

Anthony Payne’s focus is the Commonwealth Caribbean, a subregion
with features of its own but whose problématique interlocks with that of
the broader hemisphere. In some way, debates in the Caribbean rein-
force its sense of apartness, as underscored by the focus on reinvigorating
CARICOM as a driver towards a single market and external tariff. On
the other hand, the creation of the Association of Caribbean States
(ACS), which brought together all 25 states of the wider Caribbean Basin
into a new body, shows the creative interaction between the Caribbean
and Latin America — although the ACS has not lived up to the full po-
tential expected of it by its founders. However that may be, a vigorous
debate is taking place in the Caribbean today about its competitive
opportunities and vulnerabilities in the global political economy. Much
of this debate underlines the structural constraints of the region — only
Trinidad and Tobago has the natural resources endowment of its South
American neighbours. Still, as part of the English-speaking world and
with its geographical and climatic attractions, the Caribbean has some ad-
vantages across the spectrum of the services sector that might allow it to
overcome its present predicament.

Institutions and values

The third section of the book deals with the institutional fabric that al-
lows, or impedes, collective action in the region. Andrew F. Cooper’s
contribution traces the rise and ebb of innovative practices within the
Organization of American States (OAS), a major beneficiary of the
opening of policy space that was created by the end of the Cold War
and the spread of democratic norms throughout the region. At the top
of the OAS’s achievements is the Inter-American Democratic Charter,
formally approved in 2001, an instrument that has stood the region in
good stead not only in specific crises — such as the collective response to
the 2002 coup in Venezuela — but also as a beacon to show other regions
the way. Yet as quickly as the norms and instruments of the collective de-
fence of democracy took hold, they became frayed. As Cooper depicts,
the promise of an innovative, networked form of multilateralism faded,
with a concomitant return to a ‘“‘club diplomatic culture” and a stronger
onus on sovereignty and non-intervention. A stalled OAS has been
caught between the interests of the United States — always an awkward
champion of innovative initiatives — and those of Venezuela, as under
Chavez it became increasingly confident in its defiant stance.
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Dexter Boniface’s chapter strengthens the perception of an OAS over-
whelmed by present circumstances. But he makes the distinction between
what he takes to be the still-robust (albeit far from perfect) reaction to
external threats to democratic rules and a weaker response to internal
challenges through elected leaders who resort to more indirect means to
abuse power. Faced with this new form of instability, the OAS is wanting,
Boniface finds, lacking both a repertoire of tools it can deploy and the
leverage it needs. He thus calls for a renewed effort to find creative in-
struments with which both states and non-state actors can monitor
threats to democracy in the Americas, with firmer criteria for determin-
ing when intervention is needed.

Election monitoring might be the most visible success story of region-
ally oriented multilateralism, and that is the subject of Sharon Lean’s
contribution. This activity encompasses a range of actors, not just govern-
ments, and has become a growth area, increasingly regulated and wider
in scope. One constraint it faces is that it can be done by invitation only.
Still, it is very much a success story, reflecting well the routinization
of democratic procedures in the region. In this context, the need to em-
bed further and refine the standards of election monitoring cannot be
overstated.

Balancing national interests

The final section of the book resituates the analysis at the national level,
with a number of pivotal country studies. Arturo Santa-Cruz comple-
ments Lean’s chapter in detailing the trajectory of Mexico’s transition to
democracy, from the “boring” stage of Vicente Fox’s election in 2000 to
the “exciting” one of Felipe Calderdn in 2006. But he also takes up two
topics put forward by other contributors. One is the negative effect of US
post-9/11 security policies as they have applied to Mexico, of which the
gigantic wall being built on the US-Mexican border might be the most
egregious example. The other topic is the increased projection of Mexi-
can democracy abroad, now that an alternancia has occurred and Mexico
has ceased to be a one-party-dominant state.

On the first issue, Mexico’s geographic ‘“‘advantage” in being situated
next to the world’s leading power — though one is reminded of the fa-
mous phrase, ‘““poor Mexico, so far from God and so close to the United
States” — is in some ways diminished by the increasingly shrill, some
would say paranoid, debate on immigration and border security in the
United States. On the second issue, Mexico comes out as a much more
resolute champion of democracy than it has ever been in the past: its
push for a non-permanent seat on the UN Security Council in 2009-
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2010 and its sustained emphasis on democracy-promotion activities
abroad are big departures from Mexico’s foreign policy traditions.
In Santa-Cruz’s view, however, the full test of Mexico’s new diplomatic
efforts will come in the domestic arena, as the competitive, some would
say divisive, nature of Mexican politics will ensure that policy agendas
with such high stakes will not remain unaffected by intense partisan
debates.

The best-known figure in Latin American today is President Hugo
Chavez of Venezuela. What are the implications of his so-called Bolivar-
ian Revolution for the rest of the region? How seriously should he be
taken? Does he represent a return to the past, mixing personalism with
populism and an authoritarian streak with the politics of confrontation?
Or does he embody the wave of the future in Latin American politics, a
harbinger of things to come?

Thomas Legler makes the case for looking in greater detail at the
policies Chavez has implemented, and the way he has astutely used oil
to reward his friends through initiatives such as Petrocaribe and more
ambitious ones like the Banco del Sur, designed, according to some, to
replace the International Monetary Fund with a more “friendly” finan-
cial institution in the region. Chéavez has also forged close links with
other regional leaders: both the new presidents of Bolivia and Ecuador
and the “old” ones of Cuba and Nicaragua. At the same time Chavez,
as shown in a number of regional polls, is far from universally popular in
the region, and voters in several presidential elections, including those in
Peru and Mexico in 2006, turned partly against the candidates he sup-
ported. Chavez has had an impact, but he is far from being the caudillo
to whom other countries are looking for leadership — indeed, Venezuela’s
inability in 2006 to obtain widespread regional support for its candidacy
to fill a non-permanent seat in the Security Council, a quest it ultimately
lost, reflects those tensions and contradictions. If anything, Chéavez’s re-
gional influence has been largely magnified by the international media,
which see him as a caricature of the Northern image of a Latin American
leader and are happy to give him coverage that extends well beyond his
actual regional standing.

Luiz Pedone’s contribution picks up one of the most fascinating bilat-
eral relationships in the region — that between Brazil and Venezuela,
Lula and Chéavez. Though a trade union man and the leader of a left
party, the Partido dos Trabalhadores (Workers’ Party) — the very possi-
bility of whose election in November 2002 generated a run on the Brazil-
ian currency and a sharp fall in the Sdo Paulo stock market index — Lula
has shown himself to be a modernizer and a leader committed to both
economic growth and proactive social policies, who has continued to
expand and further develop many of the policies initiated by his
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predecessor, Fernando Henrique Cardoso (1994-2002). The Bolsa Fami-
lia (Family Scholarship) is one of the most successful social programmes
in the region, allowing Brazil to cut down its extreme income inequality
despite the fact that its growth rate has been by no means spectacular.

Internationally, Lula has become a “‘buffer’”’ statesman in high demand,
respected and cheered at both the World Social Forum in Porto Alegre
and the World Economic Forum in Davos, and one who had an excellent
relationship with both George W. Bush and Hugo Chavez. Brazilian for-
eign policy has always had a worldwide perspective, but Lula has been
especially active in reaching out to Africa and Asia, in the G-20+ within
the Doha Round and in the India-Brazil-South Africa (IBSA) initiative,
all testimony to Brazil’s critical and constructive role in building up what
Heine has referred to as the “New South”.

Brazil has also taken a lead role in MINUSTAH, the UN Stabilization
Mission in Haiti, extant since 2004 and the first UN peacekeeping opera-
tion with a majority of Latin American troops (of which Brazil has posted
the largest number and the general in command of the 7,000 “‘blue hel-
mets”). Haiti is the subject of the final chapter, by Yasmine Shamsie,
who touches upon both bilateral and multilateral efforts to cope with
“the Haitian imbroglio”. Her main focus, however, is on Haiti’s develop-
ment challenges. Shamsie examines the complexities of Haiti’s relation-
ship with its donors and the possibility of reviving export-processing
zones, which, in the 1980s, showed such promise that some observers
saw the possibility of building up Haiti into ‘‘a new Taiwan”’. The outlook
for Haiti is not a happy one, although some observers see a “window of
opportunity”” with the government of René Préval, whose main concern
has been to stabilize both the economy and the polity, and with the inter-
national (and the Latin American) community firmly committed to mak-
ing things work. Shamsie is especially enthused about new approaches
that could tap into hitherto relatively unexploited resources, such as re-
mittances and the Haitian diaspora more generally, to kick-start develop-
ment projects.

Which way Latin America?

It has become somewhat fashionable in certain circles to point to the dif-
ferences that exist among Mexico and Central America, the Caribbean,
the Andean area and the Southern Cone — let alone Brazil, in some
ways a world of its own — to deny the very existence of Latin America
as a region about which meaningful characterizations can be made.’
This volume, however, focuses on the many common strands and chal-
lenges that exist in Latin America and the Caribbean today, and looks at
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the region’s complex interface with the rest of the world. As several of
the republics in Latin America approach the bicentennial of their inde-
pendence from Spain in 2010, they also find themselves grappling with
the best way to promote development and greater social equity in a con-
text of relative democratic stability and international peace. The formal
launching in May 2008 of UNASUR, the Union of South American Na-
tions, a long-in-the-making project spearheaded by Brazil and whose first
president pro tempore is Michelle Bachelet of Chile, might be dismissed
as simply another smoke-and-mirrors exercise attempting to prove the
existence on paper of something that does not exist in reality: South
American regional integration. Or it might be seen as a subregional re-
sponse to something that now might never come into being: the FTAA.

There is little doubt, however, that throughout the region a tectonic
shift is taking place. Citizens, social movements, political parties and
leaders, after taking a fresh look at the traditional functioning of their
own polities and faced with a post-9/11 world obsessed with security con-
cerns of little relevance to Latin America, are searching for new, more
inclusionary approaches and tools to raise themselves and their countries
by their bootstraps. To characterize this search as an anachronistic at-
tempt to roll the region back to the past shows little understanding of
what this process is all about. To the contrary, what many Latin Ameri-
can leaders are trying to do — and the enormous dynamism of the region’s
links with China and India is a good example — is to respond to the
challenges presented by a rapidly changing world order by opening them-
selves up to new perspectives and new ways to interact with this environ-
ment without being washed away by the powerful waves of globalization.
We hope this collection of essays contributes in a small way to enhancing
understanding of that process.

Notes

1. About the upsurge of indigenous movements and parties in the region in the course of
this decade see van Cott (2005); on Morales and his project see Dunkerley (2007).

2. For the rise of female leaders in Latin America see Inter-American Dialogue (2008);
Buvinic and Roza (2004); Heine (2007).

3. For a recent comparative assessment of the effects of the Washington Consensus see
Grugel, Riggirozzi and Thirkell-White (2008).

4. For an argument along these lines see the series of columns by Andres Oppenheimer in
The Miami Herald, 18-24 January 2007, but especially the one entitled “While Latin
Anmerica Nationalizes, India and China Open Up” (18 January 2007). In fact, India has
been much more reluctant to follow the mantra of the Washington Consensus to “open
up, privatize and deregulate” than almost all Latin American countries; yet its growth
has averaged 8 per cent from 2003 to 2008. In other words, the lessons of India in this, if
there were any to be drawn, would be exactly the opposite to those of Oppenheimer!

5. A useful text on Latin American populism is Coniff (1999).
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6. In April 2008 the Brazilian government announced that, in addition to the Tupi oilfield
discovered in 2007 (some 300 km off the coast of Rio de Janeiro, with an estimated 5-8
billion barrels of oil) a new oilfield named Carioca had been found, with an estimated 33
billion barrels of oil. With these and other nearby new oilfields, Brazil’s total reserves
could reach 80 billion barrels, putting it at par with Venezuela as the country with the
fifth-largest oil reserves in the world — more than such traditional producers as Russia
and Nigeria. These oilfields are some 5,000 m underwater and will demand massive in-
vestments and state-of-the-art technology to drill, but there is little doubt that they will
considerably strengthen Brazil’s hand as a player on the international energy scene. See
Endres (2008).

7. This has become especially common in Mexico, whose government officials often talk
publicly and in official discourse about Mexico’s ‘‘being torn between the United States
and Latin America”, as if Mexico were not an integral part of the latter. Some take this
even further, arguing that “Latin” America never existed in the first place, the very de-
nomination being an invention of the French designed to split the region from its His-
panic roots. The semantics can be debated, but there is little doubt that, historically,
culturally and behaviourally, there is such a thing as a Latin American identity which dis-
tinguishes Latin Americans from, say, Europeans or Africans.
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The Americas at a crossroads
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1

Navigating in a fog: Metanarrative
in the Americas today

Laurence Whitehead

The exhaustion of the metanarrative?

In 1979 Jean-Francois Lyotard introduced the term ‘“‘metanarrative”
(Lyotard, [1979] 1984).! It was his argument that, in the post-Enlighten-
ment modern era, knowledge and experience were legitimated through
metanarratives (or their variants, “‘grand narratives” and ‘“‘master narra-
tives’’): master stories that structured and gave meaning to all lesser ‘‘sto-
ries”.? He further argued, however, that in contrast with the condition of
modernity, the postmodern condition is characterized by increasing “‘in-
credulity” towards metanarratives and their inherent claim of explaining
the totality of experience. As he put it, ““The narrative function is losing
its functors, its great hero, its great dangers, its great voyages, its great
goal. It is being dispersed in clouds of narrative language elements”
(ibid.: xxiv—xxv).? Along with other postmodernists after him, Lyotard
viewed ‘“‘incredulity”’ towards the metanarrative as a positive develop-
ment because metanarratives not only obscured the heterogeneity of re-
ality (so that identifying them and ceasing to believe them is a way to
“see’ better) but also did not simply serve to “explain” disparate events
and create a coherent account of reality, but rather to legitimate existing
human knowledge and power relations.

Lyotard’s concept of the metanarrative has been uncritically embraced
by some scholars in the human sciences and equally forcefully rejected by
many others. It operates at such a grand level of abstraction that its crit-
ics fault it as immune to falsification. (Some go on to criticize it as yet

Which way Latin America? Hemispheric politics meets globalization, Cooper and Heine,
eds, United Nations University Press, 2009, ISBN 978-92-808-1172-8
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another metanarrative of the kind it purports to expose.) This chapter
adopts a different approach. It explores the utility of Lyotard’s hypothe-
sis when applied within a particular spatial and temporal context —
namely, the Western hemisphere after the end of the Cold War. This
contextualization involves a sharp change of gear. It shifts the argument
down from the very general and abstract to a more directly observable
and perhaps even testable level of analysis. The stories considered here
apply to identifiable places and events (as any compelling narrative will
do). Yet this contextualization may still rest on metanarrative assump-
tions; these more grounded stories may still organize and legitimize
power relations and suppress discordant perspectives; they still function
as totalizing and teleologically directed interpretations of modernity;
and they may still elicit growing incredulity as their unilinearities are ex-
posed and heterogeneous realities crowd back in.

Obviously, these stories are all selective — they cannot encapsulate
everything of interest about the development of hemispheric relations
since 1990. Here, I use them to highlight major underlying trends and re-
assess familiar historical patterns from an unfamiliar theoretical perspec-
tive. Each story or narrative strand emphasizes a particular set of causal
linkages and downplays others: it ““maps’’ the terrain according to a sim-
plifying logic that can be illuminating for some purposes and some users
but that is misleading (or disempowering) for others. So, there are always
social and political interests associated with the propagation of each suc-
cessive discourse. But in the space available it is not possible to say much
about where each narrative comes from. Other chapters in this volume
help to provide that missing context.

This chapter, then, takes the notion of the ‘“metanarrative” as the
starting point in considering the ways in which various kinds of “‘sub-
narratives” have shaped, and continue to shape, politics, economics and
society in Latin America and, more broadly, in the Americas. More spe-
cifically, all three subnarratives I examine here can be seen as derivative
strands of the grand metanarrative of post-Enlightenment modernity, as
posited by Lyotard.

The dominant strand is “‘optimistic”” and ‘‘liberal internationalist”. In
it, human happiness, freedom and progress are achieved through democ-
racy, free markets and rationalized government. It is the strand that was
converted from a master narrative into an absolute truth by the “end of
history”” argument that Francis Fukuyama (1992) proposed. The second
strand, the “Marxist strand” or the regional variant of the original, is
critical.

The third, neoconservative strand is somewhat different because,
unlike the first two, which both offer up “utopias” (liberal liberty and
justice or socialist emancipation), neoconservatives offer only a defensive
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strategy to protect the frontiers of areas of liberty (even as it eats away at
them). In this sense, it is a “‘pessimistic’’ subnarrative rather than a “crit-
ical”” one, as it offers no alternative. If one were to give it a label, it would
be the neoconservative narrative of the ‘“‘clash of civilizations” that
Samuel Huntington (1996) proposed in response to Fukuyama’s millen-
nial enthusiasm. All subnarratives contain dominant dualities or opposi-
tions between what is to be avoided and what is to be pursued — capitalist
oppression versus the dictatorship of the proletariat; the state of nature
and oppression versus the rule of law and liberal liberty, with an empha-
sis on free markets. In this neoconservative strand, conflict is understood
to be between a free, “civilized”, democratic, enlightened “West”” and a
not-free, totalitarian, unenlightened “Islam”. Translated into a more spe-
cific policy realm, it poses a conflict between peace-loving free societies
and terror networks emanating from that particular ““civilizational field”.
In Latin America it makes its appearance as a new securitized discourse
favouring hard-line policing and repression of ‘“undesirables” of all
kinds. This strand can still be situated within a metanarrative of modern-
ity, but it is fearful. Despite the neoconservative vision of “spreading
democracy” to the dark corners of the earth, it focuses less on progress
and “upward movement” (like the liberal internationalist strand and the
Marxist one in its heyday) and more on ‘‘defensive offensive” action
against those it considers to be the “enemy”. It is, more than the other
two, a subnarrative based on fear.*

These three interpretative frames, each providing a different “world-
view” or historically based interpretative schema, have all played a role
as “ordering” and “legitimating” stories for the Americas and have com-
peted for attention in the region.

I have previously argued (Whitehead, 2005) that Latin America as a
large world region has been characterized historically — and, therefore,
has specificities that set it apart form other large and “developing’ world
regions — by an outward-looking, top-down reformist bent. Its élites have
tended to look to the core Enlightenment countries to find “maps”
to navigate their “territory”’. They have tended also to opt for élite-led
projects in an attempt to reshape or tame that territory to fit more neatly
or comply with the normative goals prescribed by those maps, or to de-
ploy a repertoire of post-Enlightenment metanarratives of modernity
which have functioned as maps to navigate, make sense of and legitimate
the territory.® Thus, to give a shorthand example, in the era when the
Keynesian and neo-Marxist dependentista narratives prevailed, protec-
tionism and state control of resources were preferred and legitimated;
and in the era of neoliberal metanarratives, liberalization and privatiza-
tion are preferred and legitimated. As this example suggests, at some
points one narrative strand or map has dominated, shadowing all others;
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at other times the narratives or maps appear to be superimposed, so that
different ‘‘projects of modernity”” compete for attention at the same time.

Ultimately, all such maps or narratives have proved to be inadequate.
As rival totalizing interpretations, they have all been unable to capture
and monopolize the collective imagination of national societies or major
regional groupings. Thus, different variants of these narratives or maps
have made repeated appearances, without one ever having won over the
others permanently.

Never has this overlaying of maps, or fragmentation of interpretative
stories, seemed starker than it is today. It is true that, even at the height
of the Cold War, many political actors paid little more than lip service to
the prevailing ideological orthodoxies, and seized every opportunity to
broaden the scope for more parochial initiatives to produce more tangi-
ble and immediate benefits. Equally, powerful undercurrents of societal
resistance to ‘‘metanarrative regimentation’ have been reinforced by de-
mocratization and the entry of new groups and interests into the collec-
tive debate. Economic liberalization, the retreat of the state and the rise
and fall of transnational networks and international diasporas have also
added to this new pluralism and dispersion of outlooks.

So it is not just the demonstrable failings of successive worldviews that
have produced the current need to “navigate in a fog” — broader socio-
political and socio-economic forces are also pushing in that direction.
Whatever the case, liberalism now appears to compete with nationalism,
populism and the darker themes of “civilizational” conflict or its local
variant, “securitized” discourses of fear; and none seems to dominate
over another sufficiently to provide a sense of unity of direction. This cer-
tainly appears to be the case since the rise of the neoconservatives in
Washington.

The current overlaying of maps or narratives, or the sense that Latin
America is navigating “in a fog”, may illustrate the more general phe-
nomenon that Lyotard and others say characterizes the “postmodern”
world: the end of standardized, mass-produced, unified ways of thinking
that accompanies the end of Fordist ways of manufacturing products. It is
possible that one of the factors contributing to the lack of credibility of
the last dominant metanarrative to operate in the Americas has some-
thing to do with postmodern ‘“incredulity”’, or that the Western hemi-
sphere has definitively lost faith in its integrative geopolitical trajectory
and/or identity. Alternatively, it is possible that what is now in place is a
new postmodern metanarrative, in the sense that it is more fragmented,
more of a collection of petit récits than an easily identifiable single whole.

But while I borrow from Lyotard, I take no position on whether post-
modern incredulity is more real or more imagined, or on whether the
theories of postmodernists are giving rise to new metanarratives adapted
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to a new phase in human history rather than abolishing them altogether.
What I do broadly agree with is that metanarratives structure and order
reality by providing maps to navigate the territory; that they give reality a
certain meaning and direction; and that, in doing so, they serve to struc-
ture and legitimate many other areas of decision-making and political,
social and economic action. My interest is to examine how this useful
theoretical device works on the ground in the Americas, and the more
modest claim I put forward is that, after three successive and competing
worldviews have foundered within the span of a generation, there is — at
least for the time being and in this particular regional setting — an under-
standable scepticism about all such comprehensive political schemas.

The question, then, is what guiding principles, shared interests and re-
gional dynamics are available to shape the next stage of the politics of the
Western hemisphere (whether cooperative or conflictive), given the rapid
sequential exhaustion of three successive strands of narratives? For a
while after 11 September 2001, it was possible to believe that the Bush
administration might unilaterally impose an agenda for the Americas
that was not consensual or responsive to dominant local aspirations.
However, the evisceration of the neoconservative alternative to liberal
internationalism seems so complete that I work from the assumption
that the US neoconservative project has passed beyond the point of no
return. But there can be no straightforward return to the liberal interna-
tionalist aspirations of the 1990s. Among other reasons, although it has
lost credibility and momentum, the logic of the “‘war on terror” will re-
main an influence throughout the region, probably for at least another
generation. It cannot override other, more rooted regional realities, but
nor can it simply be forgotten or undone. While “twenty-first century so-
cialism” is even less plausible as a metanarrative than was its twentieth-
century predecessor, it is still a presence to be reckoned with. Thus, in
the absence of any credible metanarrative capable of bringing together
the diverse political actors in the region, Latin America appears to be
“navigating in a fog”.

This may be just a temporary interlude. The neoconservative deviation
never had much appeal in most of the new democracies of Latin America
for understandable reasons (it is too reminiscent of the ‘national
security” dictatorships of the 1970s), and there was broad short-term dis-
affection with the Bush administration. At the same time, Andean cos-
movisiones, globalophobia and Castrophilia do not represent coherent
challenges to liberalism, conceived as a broad and all-inclusive frame-
work encompassing mainstream cooperation across the Americas. Thus,
in this view, underlying liberal and modernizing assumptions remain in
place and can readily be reactivated once this particular anomalous epi-
sode of unilateral assertiveness has been reabsorbed; the region’s basic
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liberal metanarrative remains intact, current disarray represents more
than a pause before regrouping and with a little good luck and some
repositioning in Washington the prior direction of progress can soon be
resumed. Perhaps so, but at a minimum this assumption requires some
interrogation.

Three narratives that strain “credulity”
The “Marxist” narrative

The failures of the world communist (or at least Soviet) prospectus have
been so exhaustively laboured that it suffices to say that Soviet Bolshe-
vism proved a false option as a theory of history, as a system of economic
organization, as the hegemonic belief system of a world power and as a
project for human liberation. In North America, the failure of this world-
view was complete about a half-century before the collapse of the Soviet
Union. In Latin America and the Caribbean, what survived into the
1980s was a very selective and filtered version of the original worldview,
a minority disposition. But from 1959 onwards these inherent weaknesses
were disguised (some would say superseded) by the Cuban revolution,
as the doubtful attractions of Russian communism were outshone by the
more resonant appeal of Castroism. Although this was very much a mi-
nority taste — particularly appealing to students, intellectuals and, later,
some Catholic as well as traditional anti-clerical audiences — it was still
an eloquent and relatively coherent worldview, structured by its defiance
of US hegemony and its privileged alignment with Washington’s great
rival in the bipolar contest.

Whereas US opinion quickly and uniformly came to view the Cuban
model as evidence of Moscow’s imperial and totalitarian ambitions,
many opinion-makers outside the United States (even those opposed to
Castro) were unable to shake off a sneaking admiration for the one lead-
er in the Western hemisphere who always retorted to the hegemonic
power, and offered the (remote) promise of an integral alternative to
subordinate status within a pan-American strait-jacket. Evidence of the
genuine mobilizing power of this metanarrative is provided by Allende’s
Chile, Sandinista Nicaragua and a range of shorter or less successful ex-
periments in Bolivia, Uruguay, Venezuela and even Grenada.

To summarize, the idea of a Marxist-led movement of popular libera-
tion became a genuine totalizing project in parts of South America in
the 1960s and 1970s, and in Central America in the 1980s. The closure
of this cycle came not with the fall of the Berlin Wall in November 1989
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but in February 1990 with the defeat of the Sandinistas in a genuinely
competitive election.®

The liberal internationalist “‘end of history” narrative

In 1989 the Berlin Wall came down and the Soviet utopia dissolved. One
of the key doctrinal challenges that had long structured North and Latin
American understandings of the world, and the role of the Americas
within it, disappeared. In Washington many saw this as the “end of his-
tory”, the inauguration of a unipolar world in which US-derived ideals
of individualism, democracy and market freedom would become univer-
salized. From this perspective, the elimination of the communist option
guaranteed the permanent ascendancy of a rival liberal internationalist
utopia. Far from inaugurating the eclipse of all utopian projects, the de-
struction of a false alternative would pave the way for global acceptance
of the one right model, the ‘“‘last best”” hope of humanity: an idealized ac-
count of the United States writ large.

So, with the fall of the Wall and, later, of the Sandinistas in Nicaragua,
many opinion-makers throughout the Western hemisphere concluded
that a unipolar metanarrative would prevail without further contest.
This was the message conveyed by the Free Trade Area of the Americas
(FTAA) project launched by President Bush senior, the North American
Free Trade Agreement (NAFTA) and the 1994 Miami Summit of the
Americas process initiated by President Clinton. For Latin America and
the Caribbean this prospect may have seemed less enticing than from
within the Washington Beltway, but, like it or not, the direction of history
seemed clear. It seemed best to climb on the bandwagon, join NAFTA,
participate in the FTAA and sign up to the Democratic Charter of the
Organization of American States (OAS), at least to help protect some
otherwise-fragile political rights. Some may have resisted, and the Cuban
regime may have stubbornly defied the inevitable but, out of conviction
or a prudent sense of realism, the great majority of the political and eco-
nomic élites of the region repositioned themselves as adherents of the
prevailing creed.

Although there was something strained and artificial about the under-
lying consensus, even at the height of convergence around the time of
the Miami Summit of the Americas in December 1994, it nonetheless
reflected a powerful metanarrative signalling a coordinated direction of
historical change: market liberalization, open regionalism, the reinforce-
ment of liberal constitutionalism and honestly counted and competitive
elections. Consumer rights (as opposed to producer rights) gained more
traction, both within many domestic markets and through international
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reinforcement (with the single-market process within the European
Union and the hub-and-spoke system of so-called free trade agreements
in the Americas, for instance). Not only in the electoral domain but also
in other mainly market-related spheres, the longstanding nominal entitle-
ment to individual rights was underpinned by more effective systems of
monitoring and enforcement. Although the mass media operated within
narrow limits and with a largely anti-political framework, the scope for
pluralism of information and opinion was somewhat broadened, at least
compared with Cold War orthodoxies. And the internet permitted forms
of horizontal communication and political expression from below that
may have partly offset the decline of more traditional variants of mass
political activism. The various components of the package seemed to fit
together as a reasonably coherent and mutually supportive whole. They
also offered the prospect of material and symbolic benefits for a wide
range of actors, provided they were adept at reinventing themselves in
accordance with the new hegemonic script.”

The totalizing vision was backed by strong intellectual and research
credentials promoted by the Washington-based international financial in-
stitutions and the leading centres of modern social science across the re-
gion. It was articulated through a powerful media consensus, and backed
by the international business community, particularly the financial sector.
It was not, however, purely an economic project. The “democratic con-
vergence’ component of the liberalization agenda was also powerful. It
brought to the fore the National Endowment for Democracy and the
OAS. It was a vision that was now broad enough for civilian political
leaders of different political persuasions to rally round and use as they
competed in elections.® (It is worth noting the significant array of former
Marxist thinkers, still in search of a transformative doctrine, who rec-
ognized in liberal internationalism a functional if reverse equivalent of
the movement they had just left.) Hitherto-powerful blocking interests
such as military establishments, nationalists and protectionists also dis-
appeared from view with an alacrity that would have aroused suspicion
were it not for the fact that the momentum seemed unstoppable in the
1990s. This constituted a vastly broader movement than the previous
pro-communist surge. For a time, anyone with any ambition had to climb
on the bandwagon, since the outcome seemed preordained, and any who
resisted or lagged behind seemed doomed to lose influence and political
capital.

But liberal internationalism (and the FTAA process in particular) also
ground to a halt. First, the picture just sketched exaggerates the extent of
adherence to the new dispensation: Brazil responded to these develop-
ments quite differently than Argentina (more slowly and reluctantly);
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NAFTA was on offer to Mexico only (and the “tequila” crisis of 1995 im-
mediately exposed the drawbacks and fragilities of that project); and
power groups such as the guerrillas in Colombia, the military in Guate-
mala and the judiciary in Chile interpreted the new opportunities in ac-
cordance with their own specific endowments and encumbrances. It took
time to understand the full ramifications of the Soviet eclipse and the true
extent of the liberal internationalist impulse. It was not only communism
that was comprehensively discredited; social democracy sustained heavy
damage as well. Globalization demoted trade unions, challenged wide-
spread statist assumptions and reinforced the power of mobile finance
capital.

Thus, the post—Cold War political climate in the Americas in the 1990s
was more nuanced and complex, and this hegemonic script might have
transformed itself into a more broadly based and socially rooted model
of liberal internationalism. But, just like the one before it, this post—
Cold War metanarrative, perhaps never more than a fantasy or a “road
not taken”, was superseded by events. Many of those who embraced its
tenets with unfeigned enthusiasm are now working hard to reposition
themselves as sceptics of neoliberalism or, indeed — to quote the inge-
nious terminology invented by Ernesto Zedillo just as the movement
was going into reverse — as globalofobicos. What happened to explain
the crumbling of this second metanarrative?

First, the stampede to join the winning side was so massive and un-
dignified that many early enthusiasts were sure to become disillusioned.
One has only to consider the credibility of Argentina’s Carlos Menem as
the standard-bearer of modern liberties, of Mexico’s PRI (Partido Revo-
lucionario Institucional) as the scourge of electoral malpractice, of Carlos
Andrés Pérez and Acciéon Democratica in Venezuela as the enemies of
statism and clientelism or of El Salvador’s ARENA party as the guaran-
tor of human rights. All this was only temporarily credible with a great
suspension of disbelief. In due course, the ‘““inconvenient truths’ that
were overlooked resurfaced.

Second, the neoliberal model failed to deliver on its promises, at least
after the sudden stop of capital flows to emerging markets in 1998. And
third, the FTAA inducement depended upon the willingness of the US
Congress to continue operating within the broad framework of “liberal
internationalism”. Even before the end of the Clinton presidency, it had
become clear that Congress was more eager to promote counternarcotics
victories (Plan Colombia) than greater economic and political liberaliza-
tion. It turned out that there was more effective protectionist resistance
(combined with anti-illegal-immigration sentiment) in North America
than in much of the South.
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The “civilizational” narrative of war on terror

On top of all these difficulties came the defeat of Gore by Bush, the
shock of 9/11 and the attempted coup against the elected president of
Venezuela in April 2002. Like the impact of February 1990 in Nicaragua
on the Marxist subnarrative, this last incident can be regarded as a defin-
ing moment, when the already-tattered liberal internationalist interpreta-
tion failed the most visible of reality tests. From then on, the liberal
internationalist script was comprehensively displaced by the logic of the
“war on terror”. Even in the Western hemisphere (where no Islamic ter-
rorism or weapons of mass destruction could be sighted or even con-
cocted), security became the watchword, to the detriment of liberty.
Even so, the liberal internationalist perspective was not yet exhausted,
and the neoconservative strand was not a complete repudiation of its
precursor. There was certainly some ideological repositioning, as well as
a partial rotation of personnel, but the main shift was a move from un-
grounded optimism about the world to defensive panic and the fragility
of Western civilization. Although the security obsessions of 2001-2008
are neither as broadly based nor as durable as their Cold War liberal pre-
cursor worldview, there are substantial groups and activist communities
for whom the fear of further mass attacks provides an organizing princi-
ple that overshadows all “normal” politics. The US security services pro-
vide the core constituency, with a professional interest in promoting this
outlook, but there are also powerful business and media interests, and a
wide variety of otherwise marginal — mostly conservative — lobbies have
gained traction by rallying to the neoconservative banner and catering
for the public opinion it serves. For at least the first three years after 11
September 2001, fear of international terrorism controlled much of US
popular imagination, including most Republicans, many Democrats and
the great bulk of the media. Outside North America, some ingenuity
was necessary to join the crusade against such an imprecisely defined
evil “other”, not least because the source of danger seemed so remote.
But the Uribe version of Plan Colombia, the mano super dura in El
Salvador and various Cuban-American campaigns all mimicked the pre-
vailing mindset, enlisting Washington’s patronage for other purposes.
The Washington-based neoconservative bloc was united around a
clearly defined and interlocking set of beliefs and prescriptions that, for
about five years after the World Trade Center atrocity, seemed capable
of generating a coherent set of policies for the United States. Neoconser-
vative policies were assertive, unilateral, military- and security-based and
“transformational”. They divided the world into loyal (and subordinate)
allies and fanatical enemies, squeezing all intermediate positions and
overriding the other interests and aspirations of all secondary players.
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So long as the US government (the executive, unimpeded by the judi-
ciary and endorsed by Congress) seemed united and confident in its
pursuit of this agenda, and so long as it was possible to believe that the
proposed global transformation might have some substantive moral con-
tent, this narrowly based project seemed almost credible as an alternative
metanarrative. But it was always too artificial, intellectually strained and
time limited to constitute a genuine alternative to either Cold War liber-
alism or liberal internationalism.

Had Al Qaeda proved capable of further mass atrocities, such as a
dirty bombing in a US city, it may have lasted rather longer as a serious
threat. In the absence of such spectacular validation of neoconservative
threat perceptions, however, the dismal consequences of their drastic
new doctrine in Iraq, Afghanistan, Palestine and Guantanamo sapped
support from the neoconservative coalition. Even the US executive
began to display fissures, which culminated in the 2006 resignation of
Secretary of Defense Donald Rumsfeld from the Pentagon. The Demo-
crats had caved in 2001 and lost the presidential election of 2004, but in
November 2006 they recaptured Congress and restored its function as a
check on an overweening executive. Even the Supreme Court hesitantly
began to defend the rule of law. As these shifts occurred within US poli-
tics, it became apparent even to Washington’s most loyal allies that US
public opinion was no longer so traumatized by the indignity of 11 Sep-
tember and, therefore, it was no longer so obvious that what now seemed
a limited Bush-Cheney agenda should be supported.

The many subordinate allies (notably in Latin America and the Carib-
bean) that had been restrained by public opinion from lending their
wholehearted endorsement to neoconservative doctrines now found
more room to express their various national priorities. Political attention
turned again to problems that had been sidelined in the face of an imme-
diate and existential “terrorist” threat (problems such as environmental
degradation and non-terrorist variants of international criminality).® But
it would be misleading to view this shift as a restoration of the status quo
ante. Although the neoconservative metanarrative is no longer ascen-
dant, its disruptive effects (and various contextual global and regional
changes that have occurred since the 1990s) prevent a straightforward
return to the liberal internationalism of the last century.

The disintegration of the neoconservative worldview leaves a void
rather than a new unitary schema, for three broad reasons that are gen-
eral, but also specific to the Western hemisphere.

First, although the neoconservative master narrative may no longer
dominate all Western policy priorities, its effects remain in place, as
does the lingering legacy of the ‘“war on terror”. Although the “with us
or against us” psychology of 2002-2005 has faded in the absence of any



38 LAURENCE WHITEHEAD

further major atrocities in the Western hemisphere, it has not dis-
appeared and may be revived by any further incident. There is a per-
manent element in the institutional shifts precipitated by the “war on
terror” (from the State Department to the Pentagon, for instance, or
from immigration reform to homeland security, and from international
mobility to border controls). It will take years before the memory
of Guantanamo fades sufficiently to allow Washington’s self-appointed
leadership in the promotion of human rights and the rule of law to re-
cover. The unifying dynamic of the Miami Summit process is probably
irretrievable, and the OAS Democratic Charter and the Inter-American
Commission on Human Rights have been lastingly downgraded.

Second, the alternative policy concerns that were postponed and ne-
glected and the many suppressed or overlooked aspirations of Washing-
ton’s hemispheric allies are now resurfacing as a discordant cacophony of
fragmented and difficult-to-satisfy demands. Energy trends in the West-
ern hemisphere vividly illustrate this point. The “war on terror’ has not
increased the security of Middle Eastern hydrocarbon reserves, nor has
it promoted austerity moves among North American consumers. Con-
sequently, oil prices have reached a new plateau, with serious implica-
tions for both the cost of imports and the security of the supply reaching
a large number of small, energy-deficient states in the region. The major
oil companies face shrinking access to promising prospects outside North
America, as taxes contract and exploration rights shift the balance of
power towards the state-owned enterprises of Latin America and the
Caribbean. Several key state enterprises may find it difficult, however, to
maintain and expand production in accordance with external demand
and their theoretical resource endowments. In short, hydrocarbon secu-
rity in the Western hemisphere is becoming more precarious. The neo-
conservative focus on ‘“terrorism” thus neglected one of the most basic
realist objectives: protecting regional supplies and effectively managing
energy interdependence. A similar case can be made in several other cru-
cial policy areas. Climate change may pose a far greater existential threat
to human security in the Americas than anything Al Qaeda can do. The
neoconservatives were interested in concentrating unilateral power to
“defeat evil”, but not in multilateral cooperation to tackle shared envi-
ronmental challenges. Another decade is thus elapsing without effective
answers to a problem whose consequences have been magnified. As the
glaciers disappear and the aquifers are drained, zero-sum conflicts tend
to crowd out the space required for constructive cooperation.

Illegal migration, internal displacement and the proliferation of
transnational crime networks also fragment the capacity for region-wide
policy coordination, both by eroding the legitimacy of the constituted
authorities and by shortening the time horizons within which effective
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action is required. In short, Washington’s allies in the hemisphere lack a
unifying theme to replace the FTAA and the “war on terror”. They have
inherited a multiplicity of neglected and pressing problems that tend to
pit them against each other rather than generate a collective response.

Third, partly as a result of the first two trends, what is emerging in the
wake of a discredited neoconservative metanarrative is not just the reas-
sertion of longstanding but marginalized aspirations; rather, counter-
ideologies such as anti-globalization and even ‘‘twenty-first-century
socialism” have gained credibility with the observable failings of both lib-
eral internationalism and neoconservatism. There is a broader spread of
ideological positions or less underlying consensus than before on what
should be the regulatory principles governing public policy choices in
the Western hemisphere. Thus, for the time being at least, the various
governments of the Americas could find themselves ‘‘navigating without
a map’’.

One of the effects of this shift is that the United States now has fewer
reliable allies and more disaffected (or even hostile) partners to contend
with in its own hemisphere. The recent (and perhaps temporary) upsurge
of chavismo constitutes the most surprising and visible manifestation of
this loss of regional consensus, but the phenomenon extends well beyond
Venezuela. Economic liberalization and privatization are widely believed
to have delivered unequal and, overall, disappointing results in many
Latin American countries. Resource nationalism and some variants of
state interventionism, therefore, have recaptured some lost ground. The
post-2002 rise in most commodity prices has, at least temporarily, eased
traditional balance-of-payments constraints, and the surge in demand
from Asia has drawn attention to the success of the Chinese and Indian
economic models, which are at considerable variance with the prescrip-
tions of the Washington Consensus. Hitherto-authoritative prescriptions
emanating from the Washington-based international financial institutions
are no longer either so credible or unavoidable, and relatively heterodox
policies that were off limits in the 1990s have begun to regain traction
not only in Caracas and Quito, but also in Buenos Aires, La Paz and
potentially across much of South America (in Mexico and Central Amer-
ica, the scope for economic disengagement from North America is far
narrower).

In addition to these macroeconomic shifts, there is also a political
mood change and potentially even some scope for geopolitical realign-
ments. The isolation of Cuba has lessened as the moral authority of the
United States has diminished (denunciations of prison conditions on the
island sound less convincing when made by those in charge of Guanta-
namo). The attractions of open and inclusive forms of democratization
apparently on offer in the 1990s have not always trumped narrower and
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more security-obsessed democraduras favoured by the United States
since 2001. Faced with that unappealing variant of democracy, a signifi-
cant section of opinion — not just in oil-exporting nations or in South
America — may prefer alternative socially redistributive projects, notwith-
standing the familiar drawbacks of “populism”. In short, the current
challenge to regional consensus emanating from Venezuela needs to
be understood in a broader context. However Chavez fares, his appeal
reflects the discredit of the previous hegemonic metanarratives. His
“twenty-first-century socialism’ may fall far short of constituting a coher-
ent or viable counteroffer to previous versions of pensamiento unico — in
my opinion, it can never achieve the status of an alternative metanarra-
tive (as per pre-1990 communism) — but its significance is more than local
and transitory. It confirms the disintegration of regional consensus in the
wake of Washington’s neoconservative excursus and its collapse.

Conclusion: Who needs a map?

One response to the foregoing analysis is to accept its broad thrust but to
dismiss its significance. A “‘realist” line of response could be that only
those few commentators and opinion-formers whose livelihoods depend
on parsing the prevailing metanarrative need concern themselves with
the exhaustion of such all-encompassing but relatively vacuous dis-
courses, and that, for the most part, pan-American relations and inter-
hemispheric bargains and adjustments go ahead on the basis of the same
national interest and power-political calculations whatever the ostensible
overarching rationale. Small states, weak governments and competitive
political actors are always ‘‘navigating without a map”’, no matter how
well versed in prevailing rhetoric they seem. On this basis, nothing of im-
portance follows from the exhaustion of successive hegemonic rational-
izations, not even from the temporarily embarrassing discredit of the
neoconservatives. It is only if US hard power has been damaged by Iraq
that any lasting consequences will flow for hemispheric relations.!®

However, the discredit of these three narrative strands cannot be dis-
missed as easily as realists might contend. The consequences of conduct-
ing hemispheric relations without an underlying consensus on objectives
or a master narrative to coordinate the diverse participants need to be
considered from two distinct angles. There are consequences for the
dominant (or hegemonic) player, and consequences for all secondary
actors.

From the standpoint of the US government, although it is no doubt
possible to postpone and downgrade hemispheric policies while focusing
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on more urgent challenges elsewhere, it is neither expedient nor practical
to dispense altogether with a strategy for the Americas. From a hard re-
alist standpoint, it might seem sufficient to identify and reward certain
unwavering allies and to isolate or sanction any troublesome dissident re-
gimes. That might leave most players free to pursue their own interests
within the boundaries set by these two extremes. The dominance and in-
evitability of US power might speak for itself, without the need for any
great metanarrative or ostentatious efforts at regional coordination. But
history indicates the limits to such an approach, one that roughly de-
scribes US policy prior to the Cuban revolution of 1959.

The assumption that US power speaks for itself was shaken by defeat
in Viet Nam in 1975 and the Iranian hostage crisis of 1979, and might
come under pressure again if the Middle East situation does not improve.
What these precedents suggest is that, after setbacks, it can be very much
in Washington’s interest to regain the initiative, reset the hemispheric
agenda and promote a coordinated set of pan-American initiatives held
together by some headline justification (like the Alliance for Progress or
the Miami Summit process). Such discursive moves should not be dis-
missed as inconsequential rhetoric. They create expectations, circumvent
obstructions and raise the profile of the United States in its neighbour-
hood. Although partly declaratory and subject to highly interested and
selective interpretation, projects of this kind also commit resources and
can engage domestic interests as well as enlisting external cooperation.
Although such metanarratives depend heavily on diplomacy and the
mobilization of soft power, they also capitalize on the material and even
military capabilities of the United States. Only a very narrow con-
struction of the realist position could overlook the great benefits that the
United States has derived as a global superpower from its unusually be-
nign relationship with its immediate neighbours (in contrast with Britain
and Ireland, or China and Viet Nam, not to mention Russia and its ‘“‘near
abroad”). A century or more of history supports the idea that, at least
from the standpoint of the regional hegemon, there is something concrete
to be gained from the promotion of an overarching pan-American dis-
course. Thus continuing to pursue an insouciant stance after the failure
of the neoconservatives could carry with it substantial medium-term
costs.

An idea of the costs that the United States is already paying for this
“turn” can be garnered from the latest survey by the Pew Global Atti-
tudes Project (2007: 3), which reports that anti-Americanism is ‘“‘deeper
but not wider” globally, while, among its oldest allies, “The U.S. image
... continues to decline”. As regards Latin America, there is good news
and bad news. On the positive side:
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majorities in four of the seven Latin American nations included in the survey —
including Venezuela (56%) — have a positive opinion of the U.S.... [although]
Brazilians (44% favourable, 51% unfavourable) and Bolivians (42% favour-
able, 52% unfavourable) are somewhat more likely to have a negative opinion
of the U.S. than a positive one. (Ibid.: 14)

Views of US culture and technology are also overwhelmingly positive
in Latin America (Argentina 50 per cent favourable towards US culture,
51 per cent favourable towards US technology; Bolivia 49 per cent and
71 per cent; Chile 58 per cent and 67 per cent; Mexico 53 per cent and
62 per cent; Peru 50 per cent and 78 per cent; and Venezuela 71 per
cent and 76 per cent). Also positive is that

there is generally no gap between how America and its people are viewed. For
example, in Mexico about the same number rate the U.S. (56%) and Ameri-
cans (52%) favourably, and the same is true in Bolivia, Brazil, Chile and Peru.
Venezuelans give Americans higher ratings (64% favourable) than they give
the United States itself (56% favourable), although both the people and the
country are relatively popular. In Argentina, there is a 10-point gap between
ratings of Americans (26% favourable) and the United States (16% favour-
able). (Ibid.: 19)

On the negative side:

The image of the United States has eroded since 2002 in all six Latin American
countries for which trends are available. The decline has been especially steep
in Venezuela (26 points), Argentina (18 points), and Bolivia (15 points) ... Five
years ago, majorities in both [Brazil and Bolivia] felt favourably toward the
U.S. Meanwhile, negative views of the U.S. in Argentina, which were clearly
evident five years ago, have only intensified. Indeed, the balance of opinion to-
ward the U.S. among Argentines (16% favourable, 72% unfavourable) is worse
than in any country surveyed outside the Middle East. (Ibid.: 14)

In Venezuela, “favourable opinions [of the United States] have de-
clined by nearly 30 percentage points since 2002, though a majority
(56%) still has a positive impression of the U.S.” (ibid.: 8).

While US technology and culture are still viewed in a positive light,
Latin Americans have a much more negative view of the prospect of the
spread of US ideas, particularly US views of democracy (Bolivia 19 per
cent; Chile 24 per cent; Mexico 23 per cent; Peru 29 per cent; Venezuela
37 per cent). As regards views of the US approach to business, these

have also grown more negative in much of Latin America. Distaste for Ameri-
can-style business is up 20 percentage points in Venezuela since 2002, and 15
points in Mexico; it also has increased by 13 points in Argentina, where two-
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thirds of the public now say they do not care for American ideas about busi-
ness. The only exception to this trend is Bolivia, where the number of people
who dislike American ways of doing business has declined by a modest five
points. (Ibid.: 26)

The view of US unilateralism is mixed, “with Argentines overwhelm-
ingly saying the U.S. ignores their interests, while almost two-thirds of
Venezuelans say American foreign policy does incorporate their con-
cerns” (ibid.: 21). And as regards the “war on terror”, “support has also
weakened in the Western Hemisphere, with sharp drops in Venezuela
and Canada” (ibid.: 22). Finally, “In each of the seven Latin American
countries surveyed, more distrust than trust Bush by margins of at least
two-to-one. Confidence is particularly low in Argentina (87% little or no
confidence) and Brazil (80%)” (ibid.: 62).

Overall, it would appear that that the United States is living “on
credit’: its image is still marginally more positive than negative because
of better past behaviour and shared values, but its prestige and “‘credit
rating” have dropped sharply over the past few years as a result of its
unilateralist turn. Even in the area of values, the fact that ‘““American
ideas about democracy’ are no longer popular says a lot about the fail-
ure of that country to match its democracy-promoting rhetoric with its
own behaviour at home and abroad.

For the three reasons discussed above, it will not be easy for Washing-
ton to recapture the hemispheric initiative any time soon. No Alliance
for Progress or Miami Summit substitute is likely to be on offer, given
continuing US fears of terrorism and external threats and the budget con-
straints imposed by this outlook. Even if some attractive new hemi-
spheric strategic were to elicit the requisite domestic support, the
response from potential partners is likely to be more awkward and ques-
tioning than on previous occasions. As we have seen, there is less agree-
ment about basic priorities and more diversity of aspirations, and it may
prove harder to bring hemispheric partners into line than was the case
either during the Cold War or in the optimistic first flush of the post—
Cold War era. Some Latin American countries may have interesting
alternatives to consider (in Asia and elsewhere).!! In addition, with the
rise of transnational networks, diaspora communities and ‘‘intermestic”
issues (such as immigration, remittances and drug trafficking), all future
attempts to project US priorities into Latin America and the Caribbean
will have to contend with powerful feedback and reverse flows. Whereas
the Alliance for Progress and even the Miami Summit process could be
viewed as reshaping the rest of the hemisphere without altering internal
balances within the United States, future initiatives are likely to entail
strong and visible consequences within the North American heartland.
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This may not rule out all further experiments in region-wide coordina-
tion, but it will alter their dynamics and raise new barriers. In summary,
from a US standpoint, navigating without a map is not cost-free, but
charting a collectively agreed course has become more problematic.

From the perspective of the secondary parties involved, a first point to
make is that they have a strong incentive to examine the behaviour of the
hegemonic power and the changing constraints under which it operates
in its region. In some (extreme) cases, the foreign policy analysis of a
secondary player may consist of little more than a faithful reproduction
of currently prevailing US attitudes and priorities. Even in such cases,
however, there is likely to be a significant gap between the original and
the imitation, for two main reasons.

First, it is typically very difficult for a secondary player to grasp the
relative unimportance of its own position and interests compared to other
claims on the superpower’s attention. Imitation is almost always an at-
tempt to appropriate something valued in Washington by giving it a local
interpretation: ““if there is a war on terror, we must recast our security
policies to bring us to the forefront of that effort”.

Second, by the time a secondary player has locked itself into what it
judges to be the core priorities of the hegemonic power, it is liable to
find that the debate in Washington has already moved on. (Thus, by the
time El Salvador got its troops into the firing line in Iraq, the US public
had already begun to lose its appetite for such operations.) In conse-
quence, even the most unconditional backers of Washington’s successive
orthodoxies find that they cannot simply read from a preordained script.
They, too, need independent agency, separate tactics and autonomous
analysis. The same argument applies in reverse to those few players
whose first instinct is to oppose or reject whatever the United States cur-
rently advocates. The Cubans certainly choose their confrontations care-
fully, having long experience of the costs of indiscriminate opposition.
President Chavez may be less discriminating, but he still supplies a large
proportion of the crude oil the United States imports, and he must be
learning the hard way that some knee-jerk reactions are more counter-
productive than others.

In between these two extremes, most governments in the Western
hemisphere monitor US trends attentively, trying to avoid unnecessary
exposure to issues tangential to their main concerns. They do not always
expect to foresee the next lurch from Washington, but they try to build a
reputation for prudent adjustments to the main thrust of US policy, ac-
companied by discreet reservations where a clear need or justification
can be demonstrated. The history of Mexico’s foreign policy provides a
particularly clear example of this pattern — with the uncomfortable expe-
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rience of chairing the UN Security Council at the time of the Iraq war as
a strong reminder of the need for caution.

Following the apparent failure of the neoconservatives, it may be a lit-
tle harder than before for any of these three categories of players to
judge the lie of the land in Washington, and there is probably scope for
more indiscipline and confusion. Some governments may conclude that a
divided and demoralized United States could be more responsive to
prodding or suggestions, but this is unlikely to produce predictable re-
sults. For the most part, therefore, the absence of a strong lead from
Washington is more likely to produce disarray than a coherent or pro-
ductive response in the Americas. Countries could find themselves com-
peting against their neighbours for the attention of a distracted and
erratic hegemon. Thus Argentina and Brazil disrupt the Southern Com-
mon Market (Mercosur) with their rival attitudes towards the United
States; similarly with Colombia and Peru inside the Andean Community,
and Canada and Mexico in NAFTA.

Navigating in a fog is not, however, just a matter of competing for the
attention of an otherwise-involved United States. There are almost two-
score nations and political jurisdictions in the Western hemisphere, and
their external relations involve bilateral ties with immediate neighbours,
subregional groupings, international organizations and linkages with
extra-continental partners, as well as a “hub-and-spoke” focus on the
United States. These other dimensions of external policy can be of con-
siderable importance, particularly in South America. When there is a
Cold War in progress, or a continent-wide thrust towards liberal con-
vergence or even a global security threat like the one that emerged after
9/11, all other concerns can be ordered and reshaped in accordance with
the dominant international rationale. But if there is no coherent general
framework that can structure the foreign policy priorities of a secondary
state, then each player is liable to proceed according to an independent
and uncoordinated logic. Argentina may decide that Uruguay’s proposed
pulp-and-paper plant constitutes an external threat dwarfing other con-
cerns. Bolivia may make it a matter of state policy to deny natural gas to
Chile. Nicaragua may revive its territorial claim to the holiday islands of
San Andrés and Providencia, long administered by Colombia. The con-
gress of Peru may redraw its maritime boundaries to the detriment of
the interests of Bolivia and Chile. Such issues are not new by any means,
but in a context in which other, more unifying, collective projects have
gone into abeyance, they are likely to rise to the surface and generate
more heat.

So, with the United States distracted and parochial clashes of interests
on the upsurge, does navigating in a fog imply the loss of all capacity for
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cooperative agreement in the Americas? Not necessarily. The key point
is that, without an overarching regional project, framework or normative
consensus — indeed, a metanarrative — and in the absence of strong and
credible direction from Washington, regional or subregional agreements
are likely to be more varied, competitive and looser, less stable. There
may still be scope for a “Bolivarian Alternative”, particularly if lubri-
cated by Venezuelan oil revenues. The structural conditions promoting
subregional integration schemes such as the Andean Community, Central
American integration and Mercosur may remain in place, but each of
these arrangements may be subjected to increased counter-pressures and
international turbulence. The forces driving transnational cooperation in
the Americas will not disappear, but they are likely to encounter more
headwinds (to extend the nautical metaphor). Such driving forces include
the pressing need to coordinate major infrastructure projects to permit
the countries of the Americas to respond to the physical demands of
globalization; the impossibility of effectively tackling region-wide issues
such as deforestation, water scarcity, pollution or the control of inter-
national trafficking except via international agreements; and the growing
influence of international diasporas.

Finally, there is the question of shared underlying values. Despite the
(perhaps temporary) exhaustion of all three successive master metanar-
ratives in the hemisphere, major areas of convergence still unite the
countries of the region and differentiate the Western hemisphere from
other regions. There are shared liberal ideas about the separation of
powers, individual rights, freedom of expression, gender and tolerance
of cultural differences, and shared religions and linguistic traditions. In
terms of political practices, elections, decentralization, rotation in office,
democracy and perhaps even popular sovereignty are shared values. Ad-
mittedly, such ideas and practices are variously interpreted in different
parts of the region, and many find counterparts in at least some other
large regions.

The diversity of interpretations and multiplicity of external reference
points help to explain the absence of a single consensus, pensamiento
tinico, or permanent metanarrative for the whole hemisphere. The com-
mon ground is sufficient, however, to generate a certain degree of tacit
agreement and, indeed, regional cooperation, even in the absence of a di-
recting hegemonic power or compelling master narrative. Despite the
frictions between nations, the Western hemisphere has an exceptionally
long history as a zone of peace (and the role of the military has been
downgraded accordingly). Despite contending with many inequalities
and injustices, the Inter-American Commission on Human Rights and
the various ombudsmen still enjoy prestige and exert influence because
of the shared aspirations they embody. Pan-American and subregional
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institutions may be relatively weak but they are also persistent, and re-
flect widespread preferences for negotiated solutions to disputes between
nations. Thus, while the nations of the Americas may currently find
themselves navigating in a fog, they are in familiar waters and have a pat-
rimony of common navigational skills on which to draw.

Notes

1. The term makes its appearance in Lyotard’s The Postmodern Condition (published first
in French in 1979 and in English translation in 1984), which many consider to be the
cornerstone of postmodern philosophy. The report was prepared in response to a re-
quest by the Conseil des universités du Québec to frame the debate about the possible
impact of the use of computers in higher education.

2. At the heart of the Enlightenment metanarrative was a great quest that would lead man
to ever-greater heights of happiness, prosperity and progress through reason and scien-
tific knowledge. This grand narrative of post-Enlightenment modernity has various
strands: the scientific metanarrative, which explains the world in Newtonian terms as be-
ing governed by laws that, once uncovered, will permit us to know all there is to know
about the world; the philosophical metanarrative, consisting of belief in the possibility
of finding a unifying philosophy that explains all of existence; and other critical strands,
the most notable being the Marxist, with its binary opposition between capital and
labour, but also the feminist one, for which the principal ordering reality is patriarchy,
and even the Freudian one, for which the ordering principles are super ego, ego and id.
Terms such as “capitalism”, “liberalism” and ‘‘fascism”, among other such ‘“‘essentially
contested concepts”, can equally be seen as shorthand for what are complex metanarra-
tive strands. An earlier pre-Enlightenment example of a metanarrative is that provided
by religions such as Christianity, with its offer of the hope of life after death and
redemption from sin in this world.

3. The cause of postmodern “incredulity”’, in Lyotard’s view, was the rise in the post-
modern era (that is, after the Second World War) of cybernetics, or the computerization
of knowledge and language and information-processing technology, with which know-
ledge came to be legitimated differently than in the past. It should be noted that Lyotard
did not argue that metanarratives had disappeared (a view often attributed to him), but
that they were increasingly hard to swallow and, further, that we should pay attention to
their function of legitimating action and power relations.

4. There is another contender, the “Bolivarian Alternative”. It is also a critical subnarra-
tive with authoritarian-populist overtones that rejects liberal internationalism and has
some currency in South America. If one were to place it within a wider context, this
strand may be seen as part of the broader reaction against globalization (with the United
States as the worst offender and thus the great enemy, or “Great Satan”). The anti-
globalization movement shares some of the discursive elements of the anti-hegemonic
Marxism of the past, and can be seen as the new battle-cry for those disaffected with
today’s hegemonic metanarrative strands. In the absence of a unifying ideological out-
look, however, its features are much more dispersed and incoherent. They include na-
tionalist and populist reactions and, as Olivier Roy (2004) argues, it can also include
deterritorialized Islamic fundamentalist reactions that focus hatred on the perceived
centre of deracination, the United States. That the Bolivarian Alternative is unlikely to
provide a solid alternative, however, is revealed clearly in the 2007 survey of the Pew
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Global Attitudes Project, which shows that Hugo Chavez is ‘“‘widely mistrusted”
throughout Latin America:

While most respondents in Venezuela (54%) express at least some confidence in Cha-
vez to do the right thing in world affairs, 45% say they have little or no confidence in
him. Elsewhere in the region, views of Chavez are far more negative. In Chile and
Brazil, about three-quarters express doubts. (Pew Global Attitudes Project, 2007: 64)

Less surprisingly, “in the United States, a 55% majority expresses little (17%) or no
confidence (38%) in Chévez’s leadership, while just 18% say they have some or a lot
of confidence in him” (ibid.: 65).

. It is no accident that all three of the interpretative strands exerting their influence on

the post—-Cold War Western hemisphere are eminently part of the Western post-
Enlightenment canon: contrary to what Huntington says, and as argued elsewhere, Latin
America is very much a part of the West (the “far west”, as Alain Rouquié said). This is
not just because the local hegemon, the United States, is at the core of that canon, but
also because Latin America’s élites (and its citizens more variably) have always identi-
fied themselves as being part of the West. For more details see Whitehead (2005). The
images of the map and the territory are drawn from Alfred Korzybski (1995), who
warns that “‘the map is not the territory”.

. A representative overview of a large, but now largely superseded, literature can be

found in Jorge G. Castafieda (1994), which is as much an exhibit as an analysis of the
phenomenon it addresses.

. This point is developed more fully in Whitehead (2008).
. It is also worth noting that this interpretative strand has the power of one that is not a

“virgin” strand — it is not the first era of political or economic liberalism in the region.
The region’s struggles for independence drew quite explicitly from the French and
American Revolutions, which are at the core of the post-Enlightenment political and
philosophical metanarrative. In the nineteenth and early twentieth centuries, Latin
America was more fully integrated into the world economy than any other part of the
so-called developing world. So today’s “democracy and free markets’ have powerful
historical antecedents. One interesting difference between the democracy and free mar-
ket metanarratives of the past and today is that the current version has a certain “per-
formative” aspect to it reminiscent of Lyotard’s notion of “‘performativity”. The
technocratic mania associated with this liberal phase seems to illustrate Lyotard’s
broader point that performativity is taking the place (at least in part) of other meta-
narratives. More specifically, it suggests that performativity is colouring the new liberal
orthodoxy in so far as the notion that good fécnicos can resolve any issue from the top
down and that progress can be quantified and measured (much as international financial
institutions currently measure performance) was an integral part of the 1990s’ interpre-
tive frame.

. The Pew Global Attitudes Project (2007: 2), for instance, “finds a general increase in

the percentage of people citing pollution and environmental problems as a top global
threat”; in Latin America, such “worries have risen sharply”, with many people blaming
“the United States — and to a lesser extent China — for these problems and [looking] to
Washington to do something about them”. Further, ““AIDS and other infectious dis-
eases continue to be viewed as ... a major concern in Latin America” — thus, “AIDS
and infectious diseases are cited most frequently as global dangers in Venezuela (58%)
and Mexico (54%)” (ibid.: 34).

While it is possible that US hard power has been damaged by unsuccessful military
operations in the Islamic world, this is not what is under discussion here. It remains
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an open question whether, and how severely, the neoconservative moment may have
altered Washington’s capacity for global leadership.

11. It is interesting to note that China’s growing power is generally viewed benignly in Latin
America. As the Pew Global Attitudes Project (2007: 42) reports, while “there are
prominent exceptions to this general rule [in Mexico, 55 per cent see China’s economic
development as a threat] ... [t]his is in sharp contrast to views in ... Latin America”
more generally, as well as in Africa and Asia.
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Managing disarray: The search
for a new consensus

Michael Shifter

Western hemisphere relations look fundamentally different towards the
end of the first decade of the twenty-first century than they did at the be-
ginning of the final decade of the twentieth century. The shift to civilian,
constitutional rule and the end of the Cold War made the early 1990s a
heady time in the Americas. It was common to talk about “collective”
responses to democratic crises, about the march towards a hemisphere-
wide free trade arrangement and about widespread, enthusiastic support
for a market economy.

In 2008, in contrast, such references would not only fall flat, they would
indeed provoke laughter. Convergence and Community: The Americas in
1993, the report produced by the Inter-American Dialogue in the early
1990s aimed at influencing the Clinton administration policy towards Latin
America and the Caribbean, has the ring of a distant era (Inter-American
Dialogue, 1992). In less than 20 years there have been profound and un-
expected changes — in the United States, in Latin America and in inter-
American affairs.

There is perhaps no more striking measure of the wide gap between
the two moments than the first and Mar del Plata Summit of the Americas
meetings. The 1994 meeting in Miami — the first of its kind since Monte-
video in 1967, over a quarter-century earlier — was characterized by enor-
mous optimism and goodwill. Aside from ambitious, lofty rhetoric, what
emerged most concretely from the gathering was a common commitment
to pursue a Free Trade Area of the Americas (FTAA) by 2005. Yet by
the November 2005 summit in Mar del Plata, Argentina, that commitment

Which way Latin America? Hemispheric politics meets globalization, Cooper and Heine,
eds, United Nations University Press, 2009, ISBN 978-92-808-1172-8
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had largely unravelled and the FTAA was on life support. The assembly
of Western hemisphere heads of state was full of discord and marked by
a sour, acrimonious mood.

In retrospect, the hyperbolic pronouncements in the mid-1990s were
probably unfounded, the product of wishful thinking. Conversely, today’s
disagreements are mostly manageable and less fundamental than those
that dominated inter-American relations during the Cold War. Nonethe-
less, the shift in attitude over just a decade is dramatic, while the task of
repairing the damage and rebuilding trust is daunting.

The United States: Hypocrisy and anxiety

Washington has belatedly and grudgingly acknowledged this change in
the tone of inter-American affairs, with Latin America’s resistance often
cited as the principal source of the problem. The common view is that
Latin America has been reluctant to open its markets fully and vig-
orously apply free trade principles. Most governments, the argument
goes, have resisted proceeding very far down the road of institutional re-
form. US officials also attribute the paralysis of the hemispheric agenda
to populist backsliding, as exemplified by the election of Hugo Chavez
in 1998. The confrontation and tension over a wide range of issues raise
doubts in Washington about whether Latin America is prepared to tackle
the ambitious economic and political goals that were outlined in the mid-
1990s.

As we will see below, there is a measure of truth to such claims. How-
ever, changes in the United States are equally, if not more, responsible
for the unravelling of the hemispheric agenda. Perhaps most fundamental
are the creeping doubts about the tenets of free trade and globalization.
The first clear indication of such questioning came in 1998, when Con-
gress denied President Bill Clinton the ““‘fast-track” authority to negotiate
free trade agreements that are not subject to its amendments. Whether
unfounded or not, the view began to take hold in the United States that
the North American Free Trade Agreement (NAFTA), negotiated with
Mexico and Canada, had been detrimental to US workers. Thus, by the
late 1990s, the political backlash to free trade was already gathering
steam in the United States.

As we enter the latter part of the first decade of the new century, that
anti-trade sentiment has become even more pronounced. The free trade
constituency in Bill Clinton’s Democratic Party had virtually vanished in
the same party a decade later. A 2007 Pew Center survey reveals sober-
ing results about attitudes towards key elements of globalization: where-
as only 59 per cent of Americans generally support free trade, those
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numbers are substantially higher in Canada (82 per cent), Chile (88 per
cent), Mexico (77 per cent), Peru (81 per cent) and even Venezuela (79
per cent) (Pew Global Attitudes Project, 2007). In 2005 the free trade
agreement with the Central American countries and the Dominican Re-
public (CAFTA) passed Congress by just one vote. In 2008 an agreement
with Panama was facing some difficulty and a free trade deal with Colom-
bia appeared severely troubled, if not dead. In an era of economic uncer-
tainty and anxiety, the free trade sceptics are multiplying and gaining
clout in both political parties.

Against that altered political reality, it becomes increasingly difficult
for Latin Americans to take seriously exhortations to lower their tariffs
and open up their markets. In addition, there has been little relaxation
of substantial US subsidies for key agricultural products such as cotton,
sugar and orange juice. Instead, political interests have become even
more entrenched and powerful in the United States, as evidenced by
Farm Bills that expand subsidies rather than roll them back. US protec-
tionism has become the chief sticking point in negotiations, particularly
with Brazil, rendering a hemisphere-wide agreement virtually unthink-
able for the foreseeable future.

US preaching on democracy and the rule of law also acquired an in-
creasingly hollow ring after the 1994 Summit of the Americas, when it
seemed the collective will to respond to interruptions of constitutional
rule reached its high-water mark. Despite their considerable limitations
and lack of teeth, the Washington-backed responses of the Organization
of American States (OAS) to democratic crises in Haiti (1991), Peru
(1992) and Guatemala (1993) were more vigorous than they had been
towards comparable breakdowns historically (Cooper and Legler, 2006).
It is tempting to start from the post-9/11 period (and subsequent abuses
associated with the Iraq war) when tracing the decline of US credibility
on democracy and the rule of law, but this trend can be discerned even
in the late 1990s. After all, the Clinton administration basically stood
with the Peruvian regime led by Alberto Fujimori and Vladimiro Monte-
sinos even after it became clear that it was a mafia state, unspeakably
corrupt and a major human rights violator (Palmer, 2006: 65-68).

Still, US hypocrisy and double standards on democracy and human
rights became especially salient after the terrorist attacks in New York and
Washington on 11 September 2001 (the same day the Inter-American
Democratic Charter was approved in Lima, Peru). The abuses reported
at Guantanamo, Cuba, touched a very sensitive nerve in Latin America,
as did the outrages at Abu Ghraib (Shifter, 2006a). Indeed, the military
adventure in Iraq itself showed a disdain for international norms and
standards that did not go unnoticed in Latin America, where the United
States has long pushed these same norms and standards. For many Latin
Americans, Washington’s friendly relations with autocratic regimes like
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those in Pakistan and Egypt in the name of fighting terrorism evoked the
Cold War: similar justifications were made for backing Pinochet’s Chile
or Videla’s Argentina in past decades.

Two other US decisions substantially undercut its claims to moral
authority. The first concerns the refusal of many Latin American govern-
ments to sign Article 98 of the International Criminal Court, which would
exempt US citizens in their countries from prosecution. Refusal to sign
led to US sanctions of military aid programmes, a source of considerable
irritation in US-Latin American relations. Latin Americans wondered
how Washington could square a commitment to the rule of law with
such a blatant exception, ostensibly on no other grounds than “American
exceptionalism” — the notion that US motives are inherently pure and
therefore should be exempt from normal regulations (Lipset, 1996).

The second issue that further eroded Latin American confidence in the
US commitment to democracy was Washington’s response to the April
2002 military coup in Venezuela. In a statement immediately following
the coup, the Bush administration scarcely disguised its delight at the
overthrow of Hugo Chavez, who was returned to office, however, just 48
hours later. Though the administration rectified its position at a special
OAS meeting shortly thereafter, the damage had been done. In a foreign
policy context in which “‘regime change” was an option, Latin Americans
understandably wondered whether they might be the next in line (Shifter,
2002).

Finally, it is difficult to imagine anything resembling a hemispheric
consensus or goodwill in light of the US debate on immigration. As in
the trade debate, anxiety about globalization — in this case, the influx of
peoples — generated a strong nationalist reaction, including some ugly
name-calling and a “wall” along the 2,000-mile US-Mexico border. The
crackdown on illegal immigration intensified in 2007 throughout the
United States, making the early days of even the Bush administration —
when there was serious talk of a comprehensive immigration deal —
seem like a distant era (Shulman, 2007). As President Bush found out in
his March 2007 visit to Latin America, US immigration policies are not
watched only in Mexico or Central America but are followed closely
throughout the region — even as far away as Uruguay. Indeed, the immi-
gration controversy could well pose the most formidable obstacle to re-
storing inter-American trust in the future.

Latin America: Fragmentation and pragmatism
With the end of military governments and hyperinflation in Latin Amer-

ica, it was widely believed that the ground had been laid for more pro-
found political and economic transformation in the region. The notion



54 MICHAEL SHIFTER

was that political and economic order would be accompanied by more ro-
bust and effective courts and political parties, along with thoroughgoing
social reforms in such areas as education and healthcare. Authoritarian-
ism and financial chaos would no longer be impediments to broad-based,
equitable and democratic development. Not only would Latin American
governments cooperate more with the United States, they would also
enjoy better and more productive relations among themselves.

In some respects the theory worked. Elections have become routine —
happily, a tough habit to break — in almost every country in the region.
As the comparative Latinobardmetro survey has consistently shown, de-
mocracy remains the preferred political model and system for most Latin
Americans (The Economist, 2006). Moreover, inflation has been held
substantially in check. Greater fiscal discipline and prudent economic
management have contributed to higher growth rates since 2003, result-
ing in a welcome reduction in extreme poverty in a number of countries,
according to the UN Economic Commission for Latin America and the
Caribbean (CEPAL, 2007). Latin American integration has also pro-
gressed, reflected in a variety of trade deals and increased investment
among countries, not to mention unprecedented internal migration and
remittance flows.

At the same time, however, institutional reforms have been disappoint-
ing at best. The performance of political parties has generally declined,
while social policies aimed at alleviating poverty and inequality have
been woefully inadequate. What is most striking about the region in the
twenty-first century is the high degree of social discontent and frustration
that one finds in country after country. Acute social and even geographic
polarization was clearly revealed in the results of the particularly intense
2006 election cycle (Castafieda and Navia, 2007). In Mexico, Peru, Ecuador,
Bolivia, Venezuela and Brazil, huge internal divisions were on display
that pose a significant challenge for effective governance.

The same accelerated forces of globalization that have helped generate
high growth rates and increased financial flows in Latin America have
also strained relatively weak institutions. Greater access to information
technology has been a fundamental change in Latin America, leading
to heightened demands and expectations for a larger share of the na-
tional wealth. Increased political participation by previously excluded
and marginal groups has no doubt contributed to a greater democratic
opening. The region’s indigenous populations — particularly significant in
such countries as Bolivia, Guatemala, Peru, Ecuador and Mexico — are
playing more prominent political roles, as are Afro-Latin Americans and
women.

Globalization, of course, also has had a much darker side, which has
contributed to enormous fragmentation and uncertainty throughout
Latin America. Since the height of consensus and convergence in the
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mid-1990s, there has been a notable rise in the level of crime and insecu-
rity in almost every major urban centre in the region. In poll after poll
this problem, along with unemployment, ranks as the most critical public
concern (The Economist, 2006). Following Colombia’s experience in the
1980s and 1990s, drug-fuelled violence has now reached crisis propor-
tions in Mexico and major Brazilian cities such as Sdo Paulo and Rio de
Janeiro. The explosion of Latin America’s illicit economy — not only
drugs but other manifestations of criminality as well — makes effective
political integration extremely difficult (Shifter, 2007a).

In this context, the rise of Hugo Chavez over the past decade is hardly
surprising. The Venezuelan president is a symptom of the severe under-
performance of the region’s economy and traditional political institutions.
His emergence stems from the dramatic deterioration of Venezuela dur-
ing the “lost decades” of the 1980s and 1990s, when the country lost
some 40 per cent of its national income and bitter social resentment
spread. Venezuela’s major political parties and other élite sectors proved
ill-equipped to deal with growing demands for change. Chévez succeeded
in putting his finger on a fundamental grievance, felt by many in Venezu-
ela and, indeed, throughout Latin America, that has become the basis of
his appeal (Shifter, 2006b). Chavez’s principal innovation has been the
social mission programmes — ranging from subsidized food to healthcare
and literacy training — that have helped bring down poverty levels in re-
cent years. Social inequality and the need for greater distributive justice
are unquestionably higher on the Latin American policy agenda in 2008
than they were in the mid-1990s.

Indeed, more than any other political figure today in Latin America,
Chavez embodies the antithesis of the “‘convergence” thesis advanced in
the aftermath of the Cold War. He has posed a sharp challenge to the
three main tenets that were reflected in the framework of the 1994 sum-
mit: a supposedly shared commitment to market economics, democratic
politics and better cooperation with the United States. Chavez, in con-
trast, has assigned a greater role to the state in the economy, rejected
the notion of “liberal” or ‘“‘representative’” democracy that had been so
enthusiastically embraced at the Miami gathering and, most notably, de-
fied the United States while seeking to construct a counterweight to US
power (Coppedge, 2003: 165-192).

As the leader of a major oil producer who came to power when oil was
around US$10 a barrel, Chavez is, of course, an exceptional case in Latin
America. Other regional leaders, even sympathizers like Bolivia’s Evo
Morales, Ecuador’s Rafael Correa and Nicaragua’s Daniel Ortega, face
more serious constraints than Chavez in their economic and political
decision-making. But almost all Latin American leaders feel a markedly
greater concern for the social agenda than before, as well as a desire for
greater elbow-room or independence from the United States. Even the
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most enthusiastic defenders of the Washington Consensus have come to
acknowledge that the agenda set forth in the early 1990s was incomplete
and that social priorities failed to get the weight they deserve (Birdsall
and de la Torre, 2001).

Other political currents that have gained ground in Latin America sim-
ilarly reflect this marked shift towards the social agenda. The 2002 elec-
tion of Luiz Inacio Lula da Silva of the leftist Workers’ Party in Brazil
had enormous symbolic significance, not only for Latin America’s largest
country but also for the region as a whole. Lula’s more moderate, prag-
matic brand of “leftist” politics and surprisingly cordial relationship with
George W. Bush offered the promise of a more social democratic alterna-
tive in the region. Lula’s re-election in 2006 signalled the relative success
of his formula, which blends market mechanisms with a strong social ori-
entation. The centrepiece of his social agenda is the bolsa familia income
transfer programme, which began under his predecessor, Fernando
Henrique Cardoso of the Social Democratic Party, and has succeeded in
reducing poverty (Castafieda, 2006).

The succession of democratic governments in post-Pinochet Chile best
represents this pragmatic political tendency, which has continued under
the socialist governments of Ricardo Lagos and Michelle Bachelet. These
various administrations have managed to bring down poverty levels with
policies encouraging market integration, government interventions when
appropriate and a variety of free trade agreements, including with the
United States. In November 2005 Chile became the first Latin American
country to sign a free trade agreement with China.

Even governments that have never been accused of being part of the
so-called pink tide are putting more emphasis on the social question
than governments did in the 1990s. It is noteworthy, for example, that
the Mexican government of Felipe Calderéon of the Partido Accion
Nacional (PAN, or National Action Party) identified the fight against
poverty as its highest priority. Calderdn in fact has built on a programme
expanded under his predecessor, Vicente Fox, called Oportunidades,
which was later adopted in Brazil and is now touted for its success in re-
ducing poverty. In addition, the administration of Colombia’s hard-line
President Alvaro Uribe has sought to combine a focus on enhancing se-
curity with expanding spending on social and anti-poverty programmes.
In the early part of the twenty-first century this is an inescapable priority
for any Latin American government confronting acute inequalities and
dealing with heightened demands by emerging social groups (Shifter,
2006¢).

Consumed by national social and governance agendas, most Latin
American leaders have been unable to fulfil the promise of regional inte-
gration — an opportunity made even more viable because of the relative
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disengagement of Washington from the region in recent years. Part of the
mid-1990s’ optimism had to do with the sense that subregional groups
would flourish and expand. Many hoped, for example, that NAFTA
would not only succeed in spurring trade and investment but also evolve
into a much deeper and more multifaceted integration scheme (Pastor,
2004). Adding to the optimism was the example of the Mercosur trading
group, involving Brazil, Argentina, Uruguay and Paraguay, which ini-
tially surpassed expectations in trade terms. The notion that this arrange-
ment could begin to approximate in some respects the European Union
was also seriously considered. Even the Comunidad Andina de Naciones
(CAN, or Andean Community of Nations), though weaker than NAFTA
or Mersocur, appeared poised for greater development in the overall en-
vironment of integration and cooperation.

Today, the idea of thriving subregional arrangements remains a distant
vision. Such arrangements have, at best, stalled. Political constraints and
lack of both imagination and will have prevented a deepening of co-
operation on a variety of issues. To be sure, Latin American trade and
investment have continued at a relatively high rate and accords have
multiplied, but existing arrangements appear to have provided little
added value and offered scant interest in cooperating more systemati-
cally. Just as Chavez is a symptom, rather than a cause, of the challenge
to democratic politics and market economics, so he plays a similar role
with respect to integration schemes. His decisions and behaviour are in-
structive and reveal a wider hemispheric setting of considerable disarray
and flux.

In 2005 Chavez decided to leave the CAN because two of its members,
Colombia and Peru, had signed free trade agreements with the United
States. He then sought to join Mercosur, in keeping with his notion of
constructing a South American counterweight to US hegemony in the re-
gion. As of this writing, it is still not clear if Venezuela will be accepted
into Mercosur, despite the substantial resources it undoubtedly would
bring to the table. Mercosur’s reluctance is partly due to the Brazilian
Senate objecting to Chavez’s decision in early 2007 not to renew the
licence of a private Venezuelan TV station, RCTV. At the same time, at
the urging of Correa of Ecuador and even Colombia’s Uribe, Chavez has
expressed interest in rejoining the CAN. All of this manoeuvring reflects
the kind of fluid hemispheric relations that characterize the region and
defy the notion that Latin America is sharply divided among distinct
ideological blocs. Indeed, in 2007 both Lula and Argentina’s Néstor
Kirchner invited Calderdn to consider joining Mercosur (Pérez de Eu-
late, 2007). Mexico, which had long been viewed as firmly in the North
American orbit and an improbable Mercosur member, is also clearly
looking to diversify its ties throughout the Americas.
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Two further examples illustrate the growing divisions and notable lack
of consensus in hemispheric relations. The first was the election of the
secretary-general of the OAS in 2005. In that case, the United States
backed two candidates, a former Salvadoran president and then a Mexi-
can foreign minister, before agreeing to the consensus candidate, former
Chilean foreign and interior minister José Miguel Insulza. In that vote,
the United States initially was reluctant to support a candidate who
seemed to have the enthusiastic backing of its adversary, Hugo Chavez.
That short-sighted posture proved costly for inter-American comity, and
in the end Secretary of State Condoleezza Rice had to clean up the mess
that others in the US government had made. The hemisphere’s tremen-
dous political fragmentation was also on display at the United Nations
in 2006, when there was a prolonged voting deadlock between Guatemala
and Venezuela over which would occupy one of the two non-permanent
Latin American seats on the Security Council. In the end, Panama was
the compromise choice, but, again, only after a high degree of acrimony
had divided the region.

In this context of political disarray at the regional level, there have,
of course, been enormous strides in integration in such spheres as migra-
tion, remittances, trade and investment. It is the realm of politics that has
been most problematic and has impeded a more vigorous hemisphere-
wide arrangement that would provide greater stability and strength to
compete more effectively in the global economy. In place of effective co-
operation, the region has witnessed a marked pragmatism, an interest in
exercising as many options as possible in an effort to assert national inter-
ests. In the case of energy producers, most especially Venezuela but also
Bolivia and Ecuador, this has resulted in what is often described as ‘“‘re-
source nationalism’: an attempt to renegotiate deals with foreign invest-
ors to get the most favourable terms possible. Nonetheless, in the energy
area, where a number of countries face severe difficulties, there has been
a notable lack of cooperation in dealing with such a fundamental shared
challenge.

Global connections: Adjusting to new realities

In light of the past 15 years of experience in hemispheric relations, it
clearly seems wise to temper expectations about what can be achieved in
terms of inter-American harmony and cooperation. The somewhat exhil-
arating days appear to have been an interregnum — the product of an
unusual confluence of circumstances and a break in the historic mix of
conflict and accommodation in the Americas.
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At the same time, however, it is important to avoid complacency and
becoming resigned to the current state of disarray and discord. Latin
America has made noteworthy strides in a variety of areas, especially in
macroeconomic performance and regular elections. In the past few years,
moreover, poverty has declined in a number of countries, and even in-
equality has been slightly reduced (CEPAL, 2006: 26-27). Most impres-
sively, Latin America is increasingly connected to the global economic
order and plays an important role in international politics. That presence
is likely to become even more pronounced in the years ahead.

For many in the United States, in particular, it remains difficult to
grasp fully these shifting circumstances. At least through most of the
twentieth century, Latin America was regarded by the United States as
its strategic preserve or ‘“‘back yard” and largely an appendage of US for-
eign policy. That traditional mindset persists, despite the palpable and
often dramatic changes one sees in the region.

Venezuela and Brazil amply illustrate such changes. Venezuela under
Chavez has been active not only in regional politics but on the global
stage as well. Motivated in part by anti-US belligerence, Chavez has in-
creasingly worked on the international stage with such leaders as Russia’s
Vladimir Putin and Iran’s Mahmoud Ahmadinejad. The latter has made
several visits to Latin America, not only to Caracas but also to Nicara-
gua, Bolivia and Ecuador, where he attended the inauguration of Rafael
Correa in January 2007. Flush with money thanks to record oil prices,
Chavez has particularly sought to overcome Venezuela’s vulnerability to
Washington on two key fronts: energy and security. He has made shifting
the bulk of Venezuela’s oil exports to China a high priority (at present,
the United States buys about 60 per cent of the country’s exports).
Though the technical and economic obstacles to such a strategy are
huge, for Chdavez the political benefits are compelling. And to protect
himself against possible US military action, Chavez has bought billions
of dollars worth of Russian arms, including 24 jet fighters, 53 helicopters
and 100,000 assault rifles (Chivers, 2007).

As a regional power, Brazil, too, is increasingly influential and active
on the global stage. In a 2003 report from Goldman Sachs (Wilson and
Purushothaman, 2003), Brazil was identified as one of the BRIC coun-
tries — along with Russia, India and China — that could well become the
world’s four dominant economies by 2050. Brazil’s chief foreign policy
priority is securing a permanent seat on the UN Security Council. Its pro-
jection on the international scene was evident during the Cardoso years
(1994-2002) and has continued under Lula. The production of sugar-
based ethanol and other biofuels is of primary emphasis and a centre-
piece of its foreign policy.
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In a curious way, economically expanding regional powers like China
and India, hungry for energy and other raw materials, are not only help-
ing to fuel the region’s overall growth but, as a consequence, also contri-
buting to rising demands and expectations on the part of Latin America’s
more politically active social groups. China’s imports from Latin America
have been most impressive, growing at some 60 per cent per year and in
2006 reaching an estimated US$60 billion. Following Chile’s example,
Peru, another significant copper exporter, could well be next in line for
a free trade accord with China. To be sure, the impact of such economic
powerhouses as China and India on Latin America is ambivalent and
differentiated, with Mexico and Central American countries deriving
fewer benefits and, in fact, facing growing competition for their products
(Dominguez, 2006). These nuanced relationships underscore Latin
America’s myriad global dimensions.

One area highly germane to Latin America that has long had a global
character is the drug problem. In recent years the drug trade’s interna-
tional connections have become even more pronounced, while traffickers
and others involved in the trade are more sophisticated and adaptable
than ever. Yet the US-led war on drugs has essentially been on automatic
pilot, failing to recognize or come to grips with the obvious flaws in its
unilateral, supply-side approach. Even though the results have been
palpably disappointing and the costs huge and mounting, there has been
little serious public debate about alternatives to the current anti-drug
policy. Such alternatives might reasonably highlight demand and harm
reduction, but also more serious multilateral approaches with political
muscle behind law-enforcement cooperation, rather than every govern-
ment looking to Washington. To be sure, the legalization or decriminal-
ization option might be most viable in the long term, given the damage
that is being done, but that approach appears politically unfeasible in
the near future (Nadelmann, 2007).

The difficulty of making progress on the drug question underlines the
domestic political constraints that often stand in the way of more effec-
tive inter-American cooperation. Unfortunately, drug policy appears
frozen for the time being and public opinion in the United States, as in-
dicated above, is moving perceptibly against the tenets of free trade and
globalization. The immigration debate, as well, has been almost entirely
driven by US internal politics, and the result has been the inability of
Congress or the executive to tackle an untenable situation — one that
could well roil inter-American relations for the next decade. It is instruc-
tive, and immensely dispiriting, that, in the congressional debate on the
immigration proposal in 2007, there was hardly any consideration given
to the possible implications of any decision for US-Latin American, or
US-Mexican, relations.
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One potentially positive factor that is likely to change the outlook on
immigration over the longer run is simply the growing political role of
the Latino population in the United States. Having already surpassed
African Americans as the largest minority group, the more than 44 mil-
lion Latinos in the United States are voting in greater numbers than be-
fore, and will probably exercise greater political influence in the coming
years. Despite the often-fierce backlash from varied hard-line sectors in
the United States, the trend towards greater Latino political muscle is un-
likely to be reversed. The imperatives of the US economy are too great
and the cultural connections are too profound to stem this tide.

Conclusion

The challenge for the United States will be to remain engaged in hemi-
spheric affairs and committed to a policy agenda that not only has greater
appeal throughout the Americas but also best advances US interests
(Shifter, 2007b). A withdrawn and uninterested attitude towards the re-
gion, or an insistence on being in control, has proved not just unproduc-
tive but also self-defeating. It makes sense for other governments to take
the lead on critical questions where cooperation is essential: trade, de-
mocracy, drugs and the environment. Eventually, the challenge of rein-
corporating Cuba into the inter-American system will also need to be
addressed. The huge baggage the United States carries limits its effective-
ness in promoting such an agenda. Brazil, Mexico and Canada might well
take the initiative in energizing a serious hemispheric policy discussion
on these and other issues.

Although lofty goals about finding a new convergence in the Americas
should be downplayed, it is vital to explore ways of enhancing greater co-
operation on specific policy questions. That task remains as compelling as
it was nearly two decades ago.
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The emergence of a new left

Jorge G. Castarieda and Marco A. Morales

The prognosis for the future of the left in Latin America was certainly
not very positive at the beginning of the 1990s. While the European left
had been able to rethink and update itself accordingly and become a full-
fledged player in the electoral arena, the Latin American left did not
seem close to coming to terms with its aggiornamento. On the contrary,
it typically still adhered to a nationalistic and anti-American discourse,
reluctant to embrace more liberal macroeconomic and trade strategies,
refused to commit itself fully to the defence of human rights and democ-
racy and was only beginning to engage seriously in a process of trading
arms for votes as a means to achieve power (Castaneda, 1994).

It should not be a surprise that, by 1990, the left had been able to gain
power in only three countries in the region: Cuba, Nicaragua and Chile.
The first two cases were the result of armed revolts where the standing
governments were overthrown and replaced with revolutionary ones by
violent means. In Cuba the ascent of the left was marked by the entry of
Fidel Castro into Havana in 1959, and in Nicaragua by the defeat of the
Somoza government in 1979, although the Sandinistas were to be defeated
at the polls in 1990 in the first fully democratic elections since they took
power. Chile was a different case. The socialists had been elected to office
in 1970 and were overthrown in a military coup in 1973. They returned to
power in 1989 as part of the coalition of parties, Concertacion, that won
the first democratic election after the Pinochet dictatorship.

In the nearly two decades that followed, nine countries have elected or
re-elected parties that identify themselves with the left or the centre-left.!

Which way Latin America? Hemispheric politics meets globalization, Cooper and Heine,
eds, United Nations University Press, 2009, ISBN 978-92-808-1172-8
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These parties have been in power in Chile since 1990, Venezuela since
1999, Brazil since 2003, Argentina since 2003, Uruguay since 2005,
Bolivia since 2005, Nicaragua since 2006, Peru since 2006 and Ecuador
since 2007. It is unlikely that the presence of the left will be diminished
anytime soon, since governments in these countries are scheduled to re-
main in power at least until 2010.%> This means that more than half the
countries in continental Latin America — and 60 per cent of the popula-
tion (ECLAC, 2006) — will until 2010 be governed by parties identified
with the left.

As the numbers suggest, the surge of the left was slow during the
1990s, when only two countries elected leftist governments, and in one
of them — Chile — the left was part of a coalition of parties, and not for-
mally in power. Yet it must be noted that, for the most part, the success-
ful surge of leftist parties into power after 2000 had been ‘‘cooking”
during the 1990s. Many of these parties were becoming more successful
at the polls because they were able to learn consistently from past expe-
rience and build more successful electoral coalitions that would eventu-
ally take them into office.

Since there is no doubt about the surge of the left in Latin America —
particularly during the past two years — our aim in this chapter is to pro-
vide a more detailed account of some interesting puzzles this trend
underscores. Are all governments from the left comparable? If not, is it
useful to classify them into narrower categories? What has led to this
surge in governments from the left? Why are these governments not en-
acting a more radical agenda? Our answers are but hypotheses in need of
further empirical verification, and new evidence arises every day. Yet our
review of the available evidence suggests there are interesting trends
worth noting, and some of them give clear hints as to where to look for
answers.

Left swerves

Our assessment must begin somewhere. Let us briefly recount some
peculiarities of the countries that have elected governments from the left
since the 1990s. It is worth pointing out two initial patterns. First, wher-
ever the left was re-elected, it consistently managed to increase its previ-
ous vote share. Second, newly elected governments from the left were,
for the most part, the result of a progressive build-up of votes from pre-
vious elections.
® Chile. Although the Chilean socialists have been part of the Concerta-
cion coalition since 1989, it was only in 2000 that they formally acceded
to power; Ricardo Lagos was the first member of the party to hold
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office in the post-Pinochet period. Michelle Bachelet, the current presi-
dent, is also a socialist. Thus in two of the four periods that the Concer-
tacion has been in power, the left has held the presidency. Bachelet
won the Chilean presidency in January 2006 with a comfortable 7 per
cent advantage in a run-off election.® With this feat, she overcame the
setback suffered by Lagos in 2000 when he was nearly defeated by the
rightist Joaquin Lavin. Significantly, despite being forced into a run-off
election, Bachelet managed to increase Lagos’s share of the vote by 2
per cent in this last round.

® Venezuela. Hugo Chavez first came to power after winning the 1998
election. Controversial as his terms have been, the fact remains that
on 3 December 2006 he was re-elected for the second time,* defeating
the social democratic candidate, Manuel Rosales, by more than 3 mil-
lion votes (about 25 per cent of the vote).> Remarkably, Chavez has in-
creased his share of the vote in every election since he first took office,
amassing 56 per cent of the vote in 1998, 60 per cent in 2000 and nearly
63 per cent in 2006.

® Brazil. Luiz Inacio Lula da Silva has been president since 2003, and in
2006 managed a leisurely re-election. After an intense two-way cam-
paign against Geraldo Alckmin of the PSDB (Partido da Social Demo-
cracia Brasileira), Lula was re-elected in the 29 October run-off, when
he gained a 20 per cent lead. Interestingly, his 48 per cent of the vote in
the first round was higher than the 46 per cent he obtained in the first
round in 2002 and much higher than in his previous unsuccessful elec-
toral bids: 32 per cent in 1998, 27 per cent in 1994 and 16 per cent in
1989.°

® Argentina. Cristina Fernandez de Kirchner managed to win the 2007
presidential election under the Frente para la Victoria label — a spin-
off of the Justicialista party — that had led her husband into office in
2003. Her 45 per cent of the vote” made a run-off election unnecessary,
and more than doubled her husband’s share of the vote four years ear-
lier. Néstor Kirchner had been elected president in 2003 with 22 per
cent of the vote. Since neither candidate obtained 45 per cent of the
vote as required by the 1994 constitutional reform, a run-off between
him and Carlos Menem was inevitable. Foreseeing his defeat, however,
Menem declined, effectively giving the presidency to Kirchner. It is
hard to assess the electoral growth of the left in Argentina during
this period; rather, a series of ad hoc fronts and divisions within parties
associated with the left have been the signature of Argentine politics.

e Uruguay. Tabaré Vazquez was elected in 2005 as the candidate of the
leftist coalition Frente Amplio, with 51.7 per cent of the vote;® in his
previous unsuccessful bids he had obtained 45.9 per cent (1999) and
30.6 per cent (1994).
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® Bolivia. Evo Morales, the coca-leaf-grower leader and founder of the
Bolivian Movimiento al Socialismo (MAS), was elected president in
2005 with 53 per cent of the vote® — a historical achievement consider-
ing that his closest competitor trailed him by 25 per cent — a share more
than double the 20 per cent he obtained when he ran in 2002. In just
two elections, MAS and Morales became the main fixtures of the left
in Bolivia.

® Nicaragua. Daniel Ortega, the reloaded leftist ex-guerrilla leader of the
Frente Sandinista de Liberaciéon Nacional, was elected president in
2006 with 38 per cent of the vote.!® After 16 years out of power and
three losing presidential candidacies, Ortega decided to reinvent him-
self and campaign on a more moderate platform: he no longer opposes
the Central America-Dominican Republic-United States Free Trade
Agreement, he is willing to maintain diplomatic relations with the
United States, he rejects the seizing of private property, as he did in
the 1980s, and he has even taken a clear step to the right by openly de-
claring his opposition to abortion. Despite winning the election, Ortega
suffered a relative electoral setback, obtaining nearly 4 per cent fewer
votes than in his 2001 bid.

® Peru. Alan Garcia became president for the second time in an unex-
pected comeback in 2006, when, despite having been out of office for
16 years, he defeated the populist Ollanta Humala by a mere 5 per
cent of the vote in a run-off election; he also managed to increase
his share of the vote by 4.8 per cent from his last candidacy in 2001.'!
Garcia had left office in 1990 facing severe hyperinflation, economic
turbulence and a surge in violence. A change in his discourse was nec-
essary, and he thus openly supported the US-Peru Trade Promotion
Agreement and advocated fiscal soundness. But he also engaged, inev-
itably, in populist promises: the death penalty for terrorists and cuts
in the wages of ministers and members of Congress.

e Ecuador. Rafael Correa won the 2006 election with 56.67 per cent of
the vote in a run-off against the rightist candidate Alvaro Noboa.!?
After a close outcome in the general election, in which he ran under a
populist and pro-Chavez platform, Correa was forced to reinvent him-
self and become more moderate if he was to win the run-off. He dis-
tanced himself from Chavez, promised to maintain the Ecuadorian
dollar economy and played down the threat of debt default.

An unusual confluence of elections occurred in 2006, providing a num-
ber of simultaneous observations that might help us detect more patterns
related to the surge of the left in Latin America. Three countries (Vene-
zuela, Chile and Brazil) confirmed the left in power, but three countries
(Nicaragua, Peru and Ecuador) also joined the ranks of the left. Garcia
and Ortega are the celebrated comebacks of the season, and both
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accomplished this by becoming ‘“‘moderate” versions of themselves:
Ortega by distancing himself from his Marxist-guerrilla past, and Garcia
by running away from his populist past. Correa, as well, had to moderate
his tone in order to win the run-off election that made him president of
Ecuador. Furthermore, of the nine countries that went to the polls during
2006, only Colombia and Mexico elected governments from the right,
and in both cases the defeated left fared better than ever before. In
broad terms, these elections showed three important traits. First, for
every election won by a party from the right, the left won three. Second,
except for Nicaragua, every party from the left increased its share of the
votes, even when its candidate did not win the presidency. And third,
except for Venezuela, the moderate left — i.e. the modern, reformist and
internationalist version — fared better in the polls than the radical left.

Moving left even while keeping right

Contrary to the trend in other countries, Mexico and Colombia not only
avoided electing a leftist candidate in 2006, but chose to confirm their
conservative governments: in Colombia by re-electing Alvaro Uribe, and
in Mexico by electing the PAN candidate, Felipe Calderdn. In both cases,
however, the left scored better than ever, and by a large margin.
® Mexico. Andrés Manuel Lopez Obrador, the populist candidate from
the leftist PRD (Partido de la Revolucién Democratica), lost by a
razor-thin margin of less that half a percentage point (roughly 240,000
votes) to the right-of-centre PAN candidate, Calder6n.'?® After months
of leading in the polls, Lopez Obrador became a victim of his own rhet-
oric, his implausible populist platform and his incomprehensible reluc-
tance to distance himself from Hugo Chavez. Still, he managed to
accomplish what no other candidate from the left had ever done: a real
possibility to win the presidency. It is interesting to note that Lopez
Obrador more than doubled the share of the vote obtained by Cuauh-
témoc Cérdenas, the PRD’s presidential candidate in 1994 and 2000.#
® Colombia. The right-of-centre incumbent, Uribe, was re-elected with a
surprising 62 per cent of the vote.!> Like most of the leftist presidential
candidates running that year, the candidate from the Polo Democratico
Alternativo, Carlos Gaviria, came in second with a remarkable 22 per
cent of the vote, almost a fourfold increase from the 6 per cent the left
obtained in 2002 and surpassing for the first time Colombia’s other tra-
ditional party, the Liberals.
Thus, Latin American voters seem to prefer candidates who run on
leftist platforms, and the left seems to have developed the ability to select
appealing candidates. This was the case in Chile, Brazil, Ecuador, Nicara-
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gua, Peru and Venezuela. Aside from Hugo Chavez, neither of the ex-
treme populist candidates — Lopez Obrador in Mexico and Humala in
Peru — could win an election: moderation does pay off. Former radical
leaders who had previously been voted out of office were voted in again
under a moderate facade, and the need to attract votes in a run-off elec-
tion forced Ecuador’s Correa to moderate his stance in order to win.
Both Ortega and Garcia had to reinvent themselves in order to create
sufficient majorities, and in both cases their margin of victory was narrow.
Ortega had to distance himself from his Marxist revolutionary rhetoric of
the past by promising not to seize lands, as he had done just before losing
the presidency in 1988; he also advocated issues typical of the right, such
as a pro-life stance. Garcia also had to overcome his leftist reputation by
moving his rhetoric closer to the social democratic centre, but here he
was helped by the radicalism of his opponent, Humala.

Are Latin Americans turning left?

As witnesses to and students of the rise of the left, we have two related
questions before us. First, why do we find significant differences among
the leftists elected to power? Second, what can explain the recent surge
of the left in Latin America? We suspect the two answers are related.

The standard argument is that Latin America’s poverty and inequality
explain the electoral surge of the left. After all, if the left advocates redis-
tribution and social equality, it is only natural that the poorest — the ma-
jority in Latin America — would support it (Cleary, 2006). Unfortunately
for this argument, poverty and inequality are not new features to the con-
tinent. According to World Bank estimates, Latin America is the most
inequitable region in the world (Machinea, Barcena and Ledn, 2005). If
we were to gain some traction explaining the surge of the left in Latin
America, we would also need to explain why it was only in the 2000s
that the left began to receive so many votes, and it did not do so before.
So other factors, coupled with poverty and inequality, must explain the
surge of the left since the 1990s. And for the story to be plausible, at least
one of these factors must also explain why the left gave up arms and em-
braced the polls. After all, there would be no “turn to the left” in Latin
America if there were no viable candidates competing from the left.

We need to keep in mind that, for the left to be elected to power, leftist
candidates must be coming who appeal to voters. A surge of the left can
be due to the participation of more candidates with appealing traits and
discourse or to a change in the tastes of a sufficient proportion of voters,
or a combination of both. We have observed that Latin American parties
of the left have been able to provide “quality’”’ candidates. But have the
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Figure 3.1 Latin American voter identification by ideological position, 1990-2001
Source: World Values Survey, 1990-2001.

ideological tastes of Latin American voters changed at all during this
time?

For the 1990s, data from the World Values Survey for Argentina,
Brazil, Chile, Mexico, Peru and Venezuela allow us to take a closer look
at possible ideological shifts among Latin Americans.!® Figure 3.1 shows
that, if we look at roughly the beginning (1990-1993), middle (1995-
1997) and end (1999-2001) of the decade, no trend is visible of individu-
als moving to the left. If any shift appears, statistical tests confirm it was
to the right — that is, during the 1990s Latin Americans did not tend to
identify themselves particularly with the left; instead, we see an ideologi-
cal shift to the right.

Was this apparent shift to the right only temporary, and did the actual
shift to the left occur only after 2000? To explore this matter, we use data
from Latinobarémetro for all Latin American countries to compare the
beginning (2001) and the middle (2005) of the present decade.'” Figure
3.2 shows clearly that during the first half of the decade there was a con-
sistent shift to the left in all Latin America, which is also confirmed by
statistical tests.'® This is the result of larger shares of individuals in most
countries identifying themselves with the left and centre-left in 2005 than
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Figure 3.2 Latin American voter identification by ideological position, 2001-2005
Source: Latinobarometro, 2001/2005

in 2001. The exceptions to this trend are Colombia and Costa Rica,
where public opinion swerved to the right, and Argentina, El Salvador,
Nicaragua and Paraguay, where average citizens continue to identify
with the centre as they have for the past five years.

That is, while Latin Americans tended to identify more with the right
during the 1990s, this trend seems to have reversed during the first half of
the 2000s. This nicely corresponds to the period in which governments
from the left have been successfully elected to office. Unfortunately, it
would be irresponsible to claim that Latin Americans elected govern-
ments from the left because they identified with the left. It might be the
case that they began to identify with the left as a result of successful leftist
governments. And we must also keep in mind that a majority of the suc-
cessful candidates from the left during the 2000s had been unsuccessful
during the 1990s but had steadily increased their share of the vote on
every bid. So the answer is unclear, and the use of complex statistical
methods to solve this controversy satisfactorily is beyond the scope of
this text.

It is important to note that the trend does not imply that Latin Ameri-
cans have shifted radically towards the left in the past five years. As the
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preliminary release of Latinobarémetro surveys for 2006 shows, most
countries in the region have average placements around the centre of
the ideological scale (Latinobarémetro, 2006). Only Costa Rica and Hon-
duras are placed slightly to the right, while Chile, Bolivia, Uruguay and
Panama have placements slightly to the left. Yet all of them are in close
proximity to the centre.

The related puzzle is that, once elected to office, the candidates from
the left — the moderate versions of it — have not implemented extreme
policies but have governed with an agenda similar to that of their conser-
vative predecessors. This might be the result of the natural bureaucratic
inertia that slows down the implementation of different policies, or it
might well be the result of insufficient legislative majorities that impede
drastic budgetary changes to finance new policies. But an additional,
plausible explanation can be found in the ideological changes illustrated
above. In each country a plurality of voters elected candidates from the
left, and it is to them that presidents have needed to cater in order to re-
main in power. Evidence suggests that successful candidates from the left
typically are those who have built larger support coalitions that go be-
yond the left and usually reach to the right as well (Morales, 2008). That
is, the more successful candidates from the left are those who have been
supported by more ideologically diverse groups of voters.

This might also contribute to a more robust explanation of the middle-
ground path most governments of the left have taken in Latin America:
by their expressed self-identification, fewer individuals would agree with
radical changes towards the left and, whether the more moderate ver-
sions of leftists share this preference or not, the fact is that they are con-
strained by their constituencies. Furthermore, if governments from the
left agree to play by the rules of the democratic game, they will simply
be bound by their constituencies not to enact more radical policy
changes. But if governments from the left start violating the rules of the
game as a modus operandi, then they can put in place much more radical
policies. Remarkably, that is what we observe in practice.

Not all lefts are created equal

The question lingers: are there one, two or more lefts in Latin America?
During the past decade and a half we have witnessed an increase in the
number of elected governments that subscribe to the tradition of the left.
The phenomenon must be understood, but is our object of interest the
same in all cases? We argue that it is not — that the differences between
cases suggest the need for at least two categories (Castafieda, 2006).
Their origins are divergent: some sprang from a historical left that up-
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dated itself to accede to power and remain there, while others appeared
with a flamboyant and appealing populist discourse. Their means to ac-
cede to and remain in power are also at conflict: some subscribe to the
limits of the democratic game and the rule of law, while others tend to
trample on institutions when they become inconvenient for their immedi-
ate needs. The ultimate long-term goals of their policies are also differ-
ent: some look for immediate results to cement their support and allow
them to remain in power, while others willingly assume the costs today
for policies that will have long-lasting effects tomorrow in those areas
they care about the most—poverty and inequality.

The striking — and convenient — conclusion one can draw from these
distinctions is that they show overlaps that strongly suggest the adequacy
of a dichotomous classification. The labels convey information about
the distance between the poles. So it is irrelevant whether the labels are
“good” versus “bad”, “right” versus “wrong” or “modern” versus “old”’;
the point is that the two discriminating extremes in this spectrum pro-
vide a robust frame for analysis. Are two categories enough or do we
need more (Schamis, 2006)? Taxonomies are schematic by definition.
They are supposed to capture certain commonalities of a given popula-
tion. But a taxonomy with as many classifications as there are cases sim-
ply cannot help to improve our understanding of the phenomenon we
observe.!® We could subject a dichotomous classification to another sub-
division and refine the contours of the differences between groups. Yet
parsimony is better appreciated when new schemes fail to improve our
understanding of the rise of the left in Latin America. So we will not dis-
card refinements from the outset, but simply point to the trade-off in-
volved in adding complexity to models while gaining little explanatory
power in return.

Grouping Chavez, Kirchner and Morales at the opposite pole to Lula,
Bachelet and Vazquez is not without challenge. The former do belong to
a different category, it is argued, because they are the ones who have de-
livered on their promises (Weisbrot, 2006) and the only ones who have
responded to ‘‘long-ignored needs and building much-needed human
capital” (Alvarez Herrera, 2006). Be that as it may, the core question is
not whether they reduced poverty by a certain percentage or whether
they implemented direct transfers to the poorest or whether their motives
agree with their discourse. The relevant question has to do with the sus-
tainability of these policies. That is, for how long can poverty be reduced
as a result of direct transfers to the population without the use of addi-
tional instruments to help people overcome poverty and remain out of
poverty afterwards? If poverty-reducing policies are based on the avail-
ability of cash, it is only natural that when the flow of these funds stops
so will the programmes, and consequently poverty might go back to its
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previous level.?° Furthermore, it is inevitable to ask if financing these
direct cash transfers is the best use of resources to tackle poverty. After
all, if there are better uses for these funds, do elected leaders not have —
at the very least — a moral obligation to engage in them?

Making this distinction, as exemplified above, clarifies — rather than
obscures (Cleary, 2006) — the actual trend we see in the region: both
types of left have come to power, but it is the moderate versions of the
left that are being more successful at winning elections. Are Hugo Cha-
vez and Evo Morales anomalies? It is hard to say without better-defined
counterfactuals, and that is beyond the scope of this text. Yet the evi-
dence mentioned earlier suggests that the rise of the left is a result of its
appealing to a critical mass of voters. Given voters’ ideological shifts,
more moderate policies just might be needed to gain office.

Following the same line of reasoning, we also subscribe to the explana-
tion that it is not so much institutions as voters who determine the winner
in an election.?! A country might have somewhat stable democratic insti-
tutions — think of Mexico in 2006 — but the candidate from the left who
cannot appeal to a sufficient number of voters due to a radicalized dis-
course is highly unlikely to win the election.?? Was it a stable institutional
framework or his ability to alienate more centrist voters that kept Lopez
Obrador out of office? We tend to think it was the latter.

Analysts might choose to question the basis for a distinction or, jeop-
ardizing their credibility, impose some value-charged ‘“‘ulterior motives”
on the taxonomy (Borén, 2006). The latter simply adds nothing to our
understanding of the rise of the left; the former opens a venue for poten-
tially profitable discussion. By claiming that there is only one left and,
therefore, only one surge to be explained, we would necessarily have to
assume that the same factors affect all countries in exactly the same man-
ner. Somehow it does not make intuitive sense to make this assumption
when explaining the rise of Chavez, Morales, Bachelet and Lula. Clearly,
if distinguishing between cases shows beyond all reasonable doubt that
the factors explaining the rise of some cases are equally applicable to
the rest, then we might confidently conclude that distinguishing between
cases with certain common features would strengthen our confidence in a
single “‘left wave” in Latin America. For the time being, however, we
would not advise throwing out the baby along with the bathwater.

A closer look at the countries that have chosen the left
It makes sense to look more closely at the countries that have elected or

re-elected governments from the left to see if anything in them suggests
they differ from the rest of Latin America. For descriptive purposes, we
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use the convenient term ‘“‘cluster of the left”” for countries that have had
governments identified with the left since 1990. If there is nothing differ-
ent about these countries, we should not observe any radical differences
when we compare this cluster with the rest of Latin America. Yet evi-
dence strongly suggests that there is something peculiar about them.

Latinobarémetro’s latest analysis of the attitudes of Latin Americans
in 2006 shows some intriguing trends in terms of attitudes (Latinobaro-
metro, 2006). The numbers are interesting per se, but become even more
revealing when we aggregate and compare them. For instance, while 41
per cent of Latin America’s population think the elections in their coun-
tries are not fraudulent, the number rises to 47 per cent in the cluster of
the left and to 65 per cent in countries with a modern left: Chile, Uruguay
and Brazil. The story is similar when we look at the proportion of indi-
viduals who think their countries are democratic. On average, only 36
per cent of Latin Americans think their country is democratic, but this
number is a bit higher (39 per cent) in the cluster of the left and higher
still (43 per cent) in the countries with a modern left. And when asked if
their governments act for the good of the people, only 26 per cent agree
with the statement, but the number is higher (28 per cent) in the cluster
of the left and even higher (35 per cent) in the countries governed by the
modern left. Finally, and perhaps most relevant, 38 per cent of Latin
Americans are satisfied with how democracy works in their own country;
in the cluster of the left the number rises to 40 per cent and in countries
governed by the modern left to 48 per cent.

As a group, therefore, it seems clear that voters in countries that have
elected governments from the left have attitudes that differ from those in
the rest of Latin America — differences that seem to crystallize in satisfac-
tion with their institutions and the way these institutions work.

It is obviously hard to draw strong conclusions with aggregate data for
a single point in time. But it would be naive to deny that the data suggest
differences in attitudes in countries that have preferred to be governed by
the left: voters there seem to be more content with their system and with
the results of their governments. We cannot know if it is the government
from the left that has made them more content with the system, or if they
were previously content with the system and elected a government from
the left for this reason. Yet these numbers do certainly suggest that we
should not just ignore differences within the left.

A new left emerging?

The preceding lines naturally lead to a series of conclusions regarding
the surge of the left and the nature of the parties from the left that have
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been elected to office. There has indeed been a surge of the left in Latin
America, and the number of parties identified with the left that have
been elected has increased since the 1990s. But the surge that we saw
concentrated between 2003 and 2006 is clearly the final stage of a process
that had been brewing during the previous decade. Nearly all the parties
from the left that are currently in power increased their share of the vote
in election after election until finally winning and, for the most part, they
have sustained this growth once in office. Interestingly, however, the
recent elections have underscored that, with some notable exceptions,
parties from the left that present “‘quality” candidates fare much better
when these candidates are moderate and avoid a radical rhetoric.

The parties from the left differ in their origins — some are updated ver-
sions of the old Latin American left with a long-term vision; others are
populist versions of the left that seek power with short-term goals. They
are also more successful in countries where voters hold a particular set
of opinions. Voters in countries where governments from the left have
been elected are, in general, more satisfied with their institutions than
are voters in other Latin American countries.

The differences between these two types of parties from the left are
perhaps best illustrated by their different policies. The parties from the
moderate left did not come to power to implement radical changes in
policy; rather, they have adapted policies that have worked well in other
countries or have tried to enact their own ‘“‘interpretations’ of a some-
what different model. Yet it seems to be the case that these moderate
versions of the left have adapted particularly well to the constraints that
are desirable in a well-functioning democracy. That is, by virtue of the
need to appeal to broader constituencies, which implies reaching out to
the ideological spectrum beyond the left, these parties seem to be natu-
rally constrained by the incentives of the democratic game. The left
needs to remain in power in order to maintain policy continuity, and
one way to do that is by minimizing the risk of losing the next election.
This is easily achieved by not implementing radical reforms that might
alienate voters, and by producing some of those desirable results that
made the left an attractive alternative in the first place. It seems only nat-
ural that the very features of the moderate left lead to long-term results.

Unfortunately, the same logic does not apply to the populist variants of
parties from the left, especially as these tend to be centred around the fig-
ure of a charismatic leader, not around the party per se, and hinge on
short-term results to remain in power. To an extent, the updating and in-
stitutionalization of one variant of the left has served to safeguard against
a broader surge of populism. At the same time, the ability of this left to
define its agenda more clearly has enhanced its attraction to voters and
its chances of achieving long-term goals. It is fortunate, then, that Latin
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American voters do not seem to be fooled that easily by radical and popu-
list candidates, but have tended to prefer a more moderate course.

Notes

15.
16.

17.

18.
19.
20.

21.
22.

. If we consider Costa Rica’s Oscar Arias to have been on the centre-left due to his

party’s social democratic credentials, and if we align the party platform of Panama’s
Martin Torrijos also with the centre-left, this number rises to 11.

. In 2009 five countries in Latin America are scheduled to hold presidential elections: El

Salvador, Panama, Honduras, Chile and Uruguay. Unless the left loses the presidency in
Chile or Uruguay — which seems unlikely at the time of writing — the ratio of left to right
governments is unlikely to be altered.

. Official results from Chile’s Servicio Electoral.
. It would actually be his second full term since the new constitution entered into force in

2000. But he had served for two years as president after being elected in 1998 for the
first time.

. Preliminary results from Venezuela’s Consejo Nacional Electoral.
. Official results from Brazil’s Tribunal Superior Electoral.
. Official results from Argentina’s Direccion Nacional Electoral at the Ministry of the

Interior.

. Official results from Uruguay’s Corte Electoral.

. Official results from Bolivia’s Corte Nacional Electoral.
10.
11.
12.
13.
14.

Official results from Nicaragua’s Consejo Supremo Electoral.

Official results from Peru’s Oficina Nacional de Procesos Electorales.

Official results from Ecuador’s Tribunal Supremo Electoral.

Official results from Mexico’s Instituto Federal Electoral.

While it may never be known for certain how many votes Cardenas got in 1988, he ob-
tained around 18 per cent of the vote in both 1994 and 2000.

Official results from Colombia’s Registraduria Nacional del Estado Civil.

European and World Values Surveys Four-Wave Integrated Data File, 1981-2004,
v.20060423, 2006. The European Values Study Foundation and World Values Survey
Association. Aggregate File Producers: ASEP/JIDS, Madrid, Spain/Tilburg University,
Tilburg, the Netherlands. Aggregate File Distributors: ASEP/JDS and ZA, Cologne,
Germany.

Latinobarémetro databases for 2001 and 2005 that include representative samples for
Argentina, Bolivia, Brazil, Colombia, Costa Rica, Chile, Ecuador, El Salvador, Guate-
mala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru, Uruguay and Venezuela
are available from the corporation’s website for analysis; see www.latinobarometro.org.
The same results hold using only data for Argentina, Brazil, Chile, Mexico, Peru and
Venezuela.

One of the clearest examples of this preference can be found in Corrales (2006).

This is not a very popular perspective on this debate, where most accounts seem to
care only about immediate results. For alternative formulations see Stiglitz (2006) and
Cardoso (2006).

For the opposite view see Da Nobrega (2006).

It could also be argued that Lopez Obrador nearly won the election, but this is more a
function of the effective number of candidates competing. Had there been a run-off be-
tween Calderén and Lopez Obrador, we could have seen a reshuffling of votes from the
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excluded candidates to those in the run-off. We need to point out, however, that there
were three-party contests as well in 1994 and 2000, but Cardenas was never as close as
Lépez Obrador to winning an election.
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The new economic challenges
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Competing for energy

Sidney Weintraub and Annette Hester

Energy policy in Latin America is driven more by cross-country animos-
ities than by cooperative efforts. The outstanding example of long-lasting
resentment is Bolivia’s inability to come to terms with the loss of its ac-
cess to the sea following its defeat by Chile in the nineteenth-century
War of the Pacific. Bolivia is still unwilling to ship natural gas to Chile or
use a Chilean port to liquefy Bolivian natural gas for shipment to Mexico
and the United States. Argentina has ceased shipping natural gas to Chile
because of a lack of supplies, while Peru is reluctant to sell natural gas to
Chile. Instead of relying on its neighbours, Chile is now building a rega-
sification facility to receive liquefied natural gas (LNG) from Indonesia
and other distant locations.'

The inability of Latin American and Caribbean (LAC) countries to
sustain regional energy cooperation is similar to what happened in the
trade field. Examples of trade contention are manifold: the Latin Ameri-
can Free Trade Association was dissolved in 1980 after 21 years of exis-
tence because it proved impossible to lower internal tariffs; the idea of a
Free Trade Area of the Americas was greeted enthusiastically when pro-
posed in 1994, but has become moribund because of disagreement over
the gradual removal of the internal protection necessary to make free
trade possible; and the Southern Common Market (Mercosur, whose
core members are Argentina, Brazil, Paraguay and Uruguay) has long
been beset by conflicts over protective measures by Argentina and Brazil
that have prevented formation of the customs union that was originally
envisioned. Even though it would be inconsistent with the nominal customs

Which way Latin America? Hemispheric politics meets globalization, Cooper and Heine,
eds, United Nations University Press, 2009, ISBN 978-92-808-1172-8
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union of Mercosur, Uruguay has flirted with signing a free trade agree-
ment with the United States because of the burdens placed on its exports
to Brazil and Argentina.? Mercosur’s original plans were grand; the fol-
low-through has been discordant. Trade among Mercosur countries has
nevertheless increased because of their high economic growth over the
past five years, stimulated largely by the high prices received for their
commodities because of increased demand from China and India. High
growth of gross domestic product (GDP) normally engenders increased
imports.

This lack of cohesion goes mostly unnoticed by the United States. US
practice has long been to ignore LAC countries other than at times of
perceived crisis; this neglect was notable after 11 September 2001, when
official attention became centred on the Middle East. The disregard for
the region is particularly disconcerting because Western hemisphere coun-
tries supply about 50 per cent of US oil and oil-product imports and 95
per cent of its natural gas imports. The largest US oil supplier is Canada
(which also supplies the bulk of its natural gas imports), but Mexico and
Venezuela are also important sources (see fig. 4.1).

Thus, in this chapter, we deal primarily with the lack of energy cooper-
ation in the hemisphere and the economic cost this imposes on the re-
gion. Understanding the existing choke points in the hemisphere is
essential for the analysis that follows, in which we suggest areas where
cooperation might be pursued. The inability to sustain trade cooperation

B Canada

@ Mexico

O Saudi Arabia
B Venezuela
ONigeria

Figure 4.1 US oil imports by source country, January—October 2007

Source: US Department of Energy, Energy Information Administration, avail-
able at http://tonto.eia.doe.gov/dnav/pet/pet_move_impcus_a2_nus_ep00_im0_
mbbl_m.htm.
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has also been economically costly for LAC countries. Explanations given
in the trade field, ranging from dependency theory to deploring the so-
called Washington Consensus allegedly imposed from outside, have their
counterparts in today’s energy practices based on political grievances.
National policies have not been optimal in either field for stimulating
LAC economic growth.

Oil and natural gas production and consumption in the
hemisphere

In 2006 the United States imported a net total of more than 13 million
barrels a day (bbl/d) of oil (both crude and oil products), equal to about
66 per cent of US oil demand. Importantly, while demand has been in-
creasing, domestic production is in decline. The implication is that, all
other factors remaining constant, US dependency on foreign supplies
will increase. The Western hemisphere’s 50 per cent share of US oil
imports is thus significant both because proximity reduces shipment
costs and because an extensive infrastructure network exists, especially
in North America. In addition, the quality of Mexican and Venezuelan
exports of crude oil is such that most of it can be refined only in the
United States and not, for the most part, at home or in other countries.
Looking only at the hemispheric share of US imports can be misleading,
however, because the market for oil is global, and specific arrangements
between suppliers and markets are generally less important than the
global relationship between supply and demand. Nonetheless, the signifi-
cant increase in demand for oil from China and India, their growing pre-
occupation with security of supply and the concentration of oil assets
in the hands of national oil companies make global market equilibrium
delicate.

US natural gas consumption in 2006 was 619.7 billion cubic metres
(bcm) and total imports were around 116 becm, of which about 86 per
cent came from Canada. Imports of LNG in 2006, in contrast, amounted
to only 16.56 bcm, 75 per cent of which came from Trinidad and Tobago;
another 17 per cent was delivered by pipeline from Canada and Mexico.
Offshore imports of LNG are likely to grow considerably, based on esti-
mates of declining production of natural gas in the United States, Canada
and Mexico (North American Energy Working Group, 2005), although
pipeline-delivered LNG from North American sources might be signifi-
cant if the Alaska pipeline and the related Mackenzie Valley pipeline
come to fruition and if there is a significant increase in production from
unconventional sources, especially in Canada, where unconventional gas
is still largely untapped.
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In 2006 Canada exported 2.3 million bbl/d of oil to the United States,
representing about 17 per cent of US crude-oil imports. Most of this was
unconventional oil from oil sands, production from which could increase
significantly in the next decade, although serious environmental and
labour constraints will likely dampen current high projections.

Mexico is also a significant oil producer, but the country has only about
10 years of proven reserves based on current production levels, due pri-
marily to insufficient investment in exploring the deep waters of the Gulf
of Mexico.? In addition, Mexico’s imports of oil products and natural gas
are growing.

Brazil, in part because of its development of ethanol as a transporta-
tion fuel, is now self-sufficient in oil, but the country is still dependent
on natural gas imports from Bolivia. Argentina, until a few years ago,
was an important producer and exporter of natural gas to Chile, but price
controls under the government of President Néstor Kirchner stifled in-
vestment. Argentina has now signed a long-term contract to receive nat-
ural gas from Bolivia, which has large proven reserves. Unless more
discoveries are made, however, Bolivia will find it difficult to meet its
domestic needs as well as its commitments to Brazil, Bolivia’s largest
foreign market, let alone fulfil its new contract with Argentina.

Colombia supplies its own oil needs and has a modest residue for ex-
port; it also has considerable coal reserves. Ecuador has the third-largest
proven oil reserves in Latin America, but the country has been beset in
recent years by political turmoil, and uncertainty will continue at least
until President Rafael Correa’s intentions become clearer. Peru has con-
siderable proven gas reserves, but these are in an environmentally sensi-
tive area close to the Amazon, and issues related to ecological damage
have yet to be fully resolved.

Venezuela has the highest conventional oil reserves in the LAC region,
about 77 billion barrels, plus even more non-conventional extra-heavy
bitumen reserves. Despite the animosity between President Hugo Chéavez
and the United States, 60 per cent of Venezuela’s exports are sent to the
United States because US refineries — including several owned by Vene-
zuela — are equipped to handle Venezuela’s heavy oils. (See tables 4.1
and 4.2 for a summary of oil and natural gas production, consumption,
trade and proven reserves in the Western hemisphere.)

The meaning of cooperation
Two Latin American countries, Venezuela and Ecuador, are members of

the Organization of Petroleum Exporting Countries (OPEC). OPEC
countries cooperate with each other to control the prices they receive
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Table 4.1 Oil and natural gas production, consumption and trade, Western hemi-
sphere, 2006

Oil (thousands of barrels per day)

Trade

Production Consumption Imports Exports Balance

United States 6,871 20,589 13,612 1,317 —-12,295
Mexico 3,683 1,972 421 2,102 1,681
Canada 3,147 2,222 1,130 2,330 1,200
South and 1,178 3,681 2,503
Central America

Venezuela 2,824 565

Brazil 1,809 2,097

Argentina 716 442

Colombia 558 230

Ecuador 545 180

Trinidad and Tobago 174

Peru 116 160

Chile 248

Natural gas (billions of cubic metres)

United States 5241 619.7 116.4 20.9 -95.5
Canada 187.0 96.6 9.4 99.8 90.4
Argentina 46.1 41.8 1.8 6.1 4.3
Mexico 43.4 54.1 10.8 0.1 -10.7
Trinidad and Tobago 35.0 0.0 16.3 16.3
Venezuela 28.7 28.7

Brazil 11.5 21.1 9.5 0.0 -9.5
Bolivia 11.2 0.0 10.8 10.8
Colombia 7.3 7.3

Chile 7.6 5.6 0.0 —5.6
Peru 1.8

Source: BP (2007).

for their oil sales by limiting or expanding supply. Yet cooperation in the
Western hemisphere need not — indeed, should not — result in the
formation of a cartel or take the form of a commitment not to compete.
The importance of Canada as a significant producer of unconventional oil
provides considerable assurance against a cartel covering the entire
hemisphere.

Cooperation and competition can be reinforcing phenomena. A good
example of this kind of synergy can be seen in the field of international
trade, where rules of conduct are agreed to by countries in the World
Trade Organization (WTO) or in specific bilateral trade agreements in
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Table 4.2 Proven reserves of oil and natural gas in Western hemisphere, end
2006

Proven reserves

Oil (billions Natural gas

of barrels) (trillions of cubic feet)
Canada, oil sands 163.5
Venezuela 80.0 152.3
United States 29.9 209.2
Canada, excluding oil sands 17.1 58.8
Mexico 12.9 13.7
Brazil 12.2 12.3
Ecuador 4.7
Argentina 2.0 14.7
Colombia 1.5 4.3
Peru 1.1 12.0
Bolivia 26.1
Trinidad and Tobago 18.7

Source: BP (2007).

which they set a framework for what is considered fair competition. For
example, the WTO generally proscribes government subsidies to pro-
mote international sales of manufactured goods, in order to permit undis-
torted price and quality competition to take place. As another example,
international cooperation provides time-limited monopoly pricing for
patents in order to promote inventiveness and prevent the stifling of orig-
inality. As still another example, the International Energy Organization,
part of the Organisation for Economic Co-operation and Development
(OECD), was created as a counterbalance to OPEC in order to provide
reliable energy data and project the likely future direction of oil produc-
tion, prices and sales to facilitate oil trade.
We envisage hemispheric cooperation as including the following types
of actions to facilitate energy trade:
® reaching agreement on the construction of infrastructure, including oil
and gas pipelines to encourage trade between countries, gas liquefac-
tion facilities to export gas and regasification facilities at the import end
¢ providing accurate figures on oil and gas production and reserves to
permit forward planning
e providing time for commentary by other countries when national oil
and gas regulations are written or altered — a sensitive area in many
countries given the independence of regulatory agencies
e cooperation on defining standard measurements for reporting emis-
sions and ongoing consultation on environmental policy.
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Most of these kinds of cooperative activities are already well devel-
oped between Canada and the United States and, to a large extent, be-
tween Mexico and the other two, but they are less solid between LAC
countries. The formation of the North American Energy Working Group
in 2001 facilitated cooperation among the three North American coun-
tries and has led to the joint publication of valuable energy data and pro-
jections that make planning easier with respect to, for example, natural
gas, particularly proposed and approved LNG terminals in the three
countries. Moreover, pipeline and cross-national electricity infrastructure
is much more extensive in North America than in LAC countries, in part
because Canada and the United States are richer than the LAC coun-
tries, but also because habits of cooperation between the two countries
have a long history and solid institutional base.

Impediments to energy cooperation

Impediments to energy cooperation are of various types: historical, ideo-
logical, nationalistic, populist and combinations of these. As noted above,
Bolivia’s unwillingness to ship natural gas to Chile is based on its nine-
teenth-century loss of access to the sea, but it also reflects uncertainty
about the way Bolivia’s government, under the leadership of Evo
Morales, wishes to handle that country’s hydrocarbon resources.*

In Mexico, in contrast, the impediment to energy cooperation is the
near impossibility for the government to change the constitution to per-
mit private equity investment in oil, most natural gas ventures and elec-
tricity generation, even if it wished to do so. Popular support for public
operation of these activities has been built into the psyche of most
Mexicans by the glorification of the expropriation of foreign oil proper-
ties 60 years ago — indeed, Lazaro Cardenas, president in 1938 when
the expropriation took place, is one of Mexico’s revered heroes. A con-
stitutional change might be possible, however, if Mexico ran out of oil
or faced an energy crisis that substantially raised electricity costs to
non-competitive levels. There is much inexact talk outside Mexico that
Pemex (Petréleos Mexicanos, the national oil company) will have to be
privatized to attract foreign investment. In fact, Pemex does not have to
be privatized to enter into joint ventures with private companies, foreign
or domestic, any more than would other national oil companies, such as
Brazil’s Petrobras, Norway’s Statoil or Saudi Arabia’s Aramco. Unlike in
Mexico, however, potential investors can ‘““book reserves’ to support en-
ergy investment financing in other countries with national oil companies.

In Argentina, President Néstor Kirchner set limits on the prices
producers could charge for natural gas in order to build his political
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popularity, an action that, quite naturally, stifled exploration investment
in that country.® In Venezuela, impediments to energy cooperation are
President Chévez’s animosity toward the United States and his affinity
with Fidel Castro; these are largely ideological, but his own ego plays a
role as well.

Individual country situations

Beyond the general analysis provided above, the details of energy policy
are unique in each country. Some countries seek cooperation while
others resist it, not always with the intention to be recalcitrant but
sometimes because national conditions encourage such behaviour, as in
Mexico.

The United States

The importance of the United States cannot be overstated when discus-
sing hemispheric energy issues, since in 2006 it consumed almost 21 mil-
lion bbl/d of oil — close to 25 per cent of global consumption.

In recent years there has been significant official emphasis on energy
“security”, a term that is rarely defined precisely and is often conflated
with the need for energy “independence”, something that surely will not
be possible for many decades, if ever. The US need for imported energy,
particularly oil and gas, must thus be an element of US foreign policy, not
a separate consideration — indeed, in 2006 an independent task force of
the US Council on Foreign Relations cited the folly of seeking oil inde-
pendence as its first major point (Deutch and Schlesinger, 2006: 14).
This empty talk of energy independence, coupled with neglect of the re-
gion that provides about half of US imported oil, has been imprudent.

Only recently has the US government emphasized the search for alter-
natives to gasoline, particularly ethanol, in order to reduce dependency
on imported oil for transportation needs and to respond to growing envi-
ronmental concerns. The United States has now overtaken Brazil to be-
come the world’s largest producer of ethanol, using corn as the raw
material (in Brazil the feedstock is sugarcane). Brazilian ethanol produc-
tion no longer needs direct subsidies; US ethanol production, in contrast,
is highly subsidized, and it is unlikely ever to be economical without
subsidies. In addition, the United States charges heavy import duties
(54 cents per gallon, plus a 2.5 per cent tariff) on ethanol imports from
Brazil. A more rational policy would be for greater cooperation among
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Brazil, the United States, the European Union and Canada to improve
ethanol and other biomass technologies. Cooperative research would
also be valuable to assess the price impact of the growing use of food
and feed crops to produce biofuels.®

Ethanol now provides about 3 per cent of the energy used to power
transportation in the United States, compared with 40 per cent in Brazil.
Even if the United States were to accelerate the development of ethanol
technology, it would take decades to make a significant effect on reducing
the US demand for gasoline. Moreover, the adoption of ethanol as a sig-
nificant transportation fuel requires dedicated pipeline and distribu-
tion systems and the production of flex-fuel vehicles capable of handling
either gasoline or alcohol at the pump. Still, the United States is making
some modest progress in reducing gasoline demand now that corporate
average fuel economy standards have been broadened in recent energy
legislation.”

As energy prices have risen, the United States has become more effi-
cient in energy usage — GDP per unit of energy use rose by 20 per cent
from 1994 to 2003 (World Bank, 2006) — but much more could be done
if energy security were truly a major national goal.

Finally, the intersection of environmental and energy policies is sure to
gain importance in the near future. Proposed environmental legislation,
currently being discussed in the Senate, singles out varied energy produc-
tion by source and seeks to ‘‘tax’ production that is heavily associated
with emissions.

Canada

The relationship between Canada and the United States is the major ex-
ception to the hemispheric picture of lack of cooperation. Indeed, the
US-Canadian economic and energy relationship is more intimate than
that between any other two countries in the hemisphere. Total US two-
way trade is greater with Canada than with all other countries in the
hemisphere taken together, despite Canada’s modest population of about
33 million compared with 560 million in the LAC countries. Canada is
the largest foreign supplier of oil, oil products, natural gas and electricity
to the United States. When the North American Free Trade Agreement
(NAFTA) was negotiated, it included a provision that Canada would
supply the United States with a proportional share of oil set at a certain
percentage of its production even in times of shortage in Canada,
although this commitment has never been tested in practice. Mexico
essentially omitted making any commitments on oil in NAFTA.
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Counting what is believed to be recoverable oil from the oil sands in
the Western Canada Sedimentary Basin, Canada’s proven reserves
are 178 billion barrels, second only to those of Saudi Arabia. In 2006
Canada’s total oil production was 3.15 million bbl/d, although, as in the
United States, conventional sources are in decline. Meanwhile unconven-
tional production has risen dramatically, from 430,000 bbl/d in 1996 to
1.22 million bbl/d in 2006. Moreover, according to the Alberta govern-
ment’s own projections,® oil-sands production could top 3 million bbl/d
per day by 2020 and possibly even 5 million bbl/d by 2030.°

These two factors — a commitment to energy cooperation and the re-
source base of the oil sands — together make Canada the most reliable
hemispheric supplier of oil to the United States.

The development of Canada’s oil sands took a combination of persis-
tence, favourable legislation on taxes and royalties, much investment
and the good fortune of high oil prices to make Canada’s unconventional
oil competitive. It also required constant upgrading of technology, some-
thing that will be needed in the future as well. The early stages of oil
extraction were largely a mining operation to remove the overburden to
get at the bitumen below. Future production will require heating the
bitumen underground, in situ, to get it to flow to where it can be gath-
ered. Some 80 per cent of total production is expected to come from in
situ operations.

Canada will have to solve major problems to meet its publicly an-
nounced production goals. The quantity of water necessary to extract
and upgrade the oil is immense, toxic emissions are high and the cost to
heat the underground bitumen, now done by expensive natural gas, ulti-
mately may become prohibitive. Considerable technology improvements
will be both costly and imperative. Canada ratified the Kyoto Protocol
environmental obligations, but cannot meet them largely because of its
oil-sands operations.'®

Mexico

Despite its large current oil production and exports, Mexico is a less
reliable oil supplier than Canada because it has devoted less funds to ex-
ploration and has not maintained its production/reserve ratio in recent
years. In 2006 Mexico produced 3.7 million bbl/d of oil, 1.7million bbl/d
of which was exported to the United States, amounting to 12 per cent of
US oil imports. Unless augmented, however, Mexico’s proven oil re-
serves will last only about 10 years at current production and replace-
ment rates. The lack of funds for exploration is due to high taxation by
the federal government of the gross revenues of Pemex; the federal gov-
ernment relies on these taxes to finance 40 per cent of its general budget.
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As a result, Pemex has had losses in most years since the early 1990s.
Because of high world oil prices, the federal government has been able
to provide additional funds to Pemex during the past few years — even
though Mexican oil is sold at a discount because of its relatively low qual-
ity — but there have been few important oil finds despite this extra reve-
nue. Mexico enacted new legislation in 2007 that is expected to increase
tax collection by 1 per cent of GDP in 2008 and about 2 per cent of GDP
in subsequent years. This increased tax revenue will enable the govern-
ment to reduce its take from Pemex, although modestly.!!

Mexico could expand exploration and reserves in four different ways.
First, it could collect even more taxes, but the intense battle required in
2007 to change the tax laws is most unlikely to be repeated during Presi-
dent Felipe Calder6n’s remaining time in office until the end of 2012. Sec-
ond, it could allow Pemex to go deeper into debt; something that few in
Mexico think is a sound option. Third, Mexico could accept private in-
vestment in joint ventures with Pemex, as other national oil companies
do in Latin America and elsewhere. Fourth, Mexico could get lucky and
hit it rich, although this would be like winning a lottery and cannot be
described as policy. None of these is a “‘solution” that has a high proba-
bility of success in the near term (that is, during the current administra-
tion), and an oil and electricity crisis could arise in the medium term
(say, during the six-year term of the next president).

The difference between the way that Pemex must operate and the way
independent oil companies, many from the United States, operate can be
seen in the Gulf of Mexico. Promising oil and gas possibilities exist in the
deep waters of the Gulf, and drillings in this area now account for about
two-thirds of total US Gulf oil output. Indeed, as figure 4.2 shows, the US
part of the Gulf is replete with exploratory drillings, while the Mexican
part has practically none. Deep-water exploration can cost as much
as $100 million per well for each exploratory effort, but Pemex cannot
afford this without assurance of success each time, which is not the way
oil exploration works. Consequently, Pemex has no solid experience in
deep-water drilling; by contrast, Petrobras, the Brazilian national oil
company, has developed this expertise to good advantage in deep waters
off the Brazilian coast. Indeed, in an auction held in August 2007, Petro-
bras was the highest bidder for 34 of 40 blocks in the US portion of the
Gulf of Mexico (Petrobras, 2007).

Venezuela
Because of high oil prices, President Chéavez of Venezuela has ample

funds to play a prominent role in Latin America and elsewhere. Venezu-
ela provides oil at concessionary prices to Cuba and other countries in
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Figure 4.2 US and Mexican drilling in the Gulf of Mexico
Note: Each dot represents a drilling.
Source: Weintraub and Fernandez de Castro (2007: 122); reprinted with permission.

the Caribbean, and has bought Ecuadorian and Argentine bonds to assist
those countries. Chavez has talked frequently of shifting his major oil ex-
ports from the United States to China, but he has been unable to take
this very far because the refining capacity for Venezuela’s heavy oil does
not exist in China. This must be frustrating for Chavez as he railed
against the United States and President Bush in particular, as he did in
his address at the opening of the UN General Assembly in September
2006. By the same token, Chavez’s constant attacks, his close relations
with Cuba and his courting of other anti-American oil producers, such
as Iran, are frustrating for the US government because answering in
kind merely gives more weight to his pronouncements.

Data on Venezuela oil production are unreliable; the government says
that oil production is in excess of 3.3 million bbl/d, but analysts believe
the 2006 figure was 2.8 million bbl/d (BP, 2007). Petrdleos de Venezuela
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SA, the national oil company, is less efficient than it was before Chavez
came to power because many employees were fired in February 2003
after a strike by officials and workers failed in its effort to force Chéavez
from office. Chavez was re-elected president for another six-year term in
December 2006.

Chavez has proposed construction of a 5,600-mile mega-pipeline
for natural gas going from Venezuela, across sensitive terrain in the
Brazilian Amazon and down to Argentina, with spurs that could serve
Brazilian cities and Uruguay as well. The cost of such a project could be
as high as US$30 billion — depending on construction delays. It is most
unlikely that the mega-pipeline project will come to fruition, however,
because Venezuela does not produce enough natural gas to fill it (its gas
reserves are associated with oil and would require considerably more oil
production than Venezuela now wants if oil prices are to remain high),
the environmental consequences could be severe and the cost of the gas
in the Southern Cone would probably be higher than imported LNG.
Lately, Chéavez has put this project on the back burner and instead is
touting the possibility of delivering LNG to Uruguay and Argentina.

Venezuela is not making provisions for a sharp fall in oil and gas
prices. Instead, its high oil revenues are being invested in state-sponsored
industries for cotton, steel, cement, pulp and paper and other activities;
they are also being used to create jobs and substitute for imports, as well
as to finance Chavez’s foreign escapades. Before Chavez, Venezuela
prospered when oil prices were high but suffered when they were low be-
cause little was set aside for the bad times. Chavez, however, is behaving
as though oil prices will remain high for as long as he is around — and he
obviously plans to be around for a long time.

Bolivia

Evo Morales, elected president in 2005, promised in his campaign to
renegotiate oil and gas contracts and to nationalize private companies
operating in these activities in Bolivia. He has kept his promise — more
or less — but he has had to backtrack from time to time because of resis-
tance from Brazil and because he realized that Bolivia’s national oil com-
pany, Yacimientos Petroliferos Fiscales Bolivianos, lacked the expertise
to do all that was expected of it. Morales has close ties to Venezuela’s
Chavez and has apparently relied on him for advice on renegotiating
prices for gas exports. There is a difference, however, between Venezuelan
oil, which can trade as a commodity wherever there are refineries to re-
ceive it, and Bolivian gas, which must go by pipeline to neighbouring
countries unless some of it is converted into LNG. The two countries to
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which Bolivia can export large amounts of gas are Brazil and potentially
Argentina. As noted earlier, Bolivia refuses to sell gas to Chile unless
Chile provides an outlet to the sea.

Foreign oil companies, particularly in the downstream sector, were na-
tionalized in spectacular fashion on 1 May 2006 when troops were sent to
seize at least 56 fields, including the largest operations, those of Petrobras
and Repsol-YPF. Taxes and royalties were raised from 50 to 82 per cent
for the largest fields, and the companies were given 180 days to comply or
leave the country. The reaction in Petrobras, especially to the use of
troops, was furious, but Brazil’s President Luiz Inacio Lula da Silva was
more conciliatory. Petrobras said it would sue over the contract annul-
ment, but discussions have continued on gas prices because of Brazil’s
need for Bolivian gas and Lula’s desire not to alienate Bolivia.

Morales is burning many bridges, and these may have to be rebuilt in
the years ahead. Petrobras plays a large role in Bolivia; before its gas
facilities were nationalized, Petrobras’s operations accounted for some
20 per cent of Bolivia’s GDP. New investment in Bolivia from Brazil
ceased for a while, but is now under discussion once again because of
Brazil’s need for Bolivian gas. Brazil is speeding up development of gas
finds in the deep waters of the Santos Basin off its Atlantic coast to pro-
vide gas to Sdo Paulo state, and is planning to build regasification facili-
ties to reduce future reliance on Bolivia.

Morales, in internal speeches, has been critical of the United States,
which led to reluctance in the US Congress to extend import preferences
to Bolivia that were due to expire in December 2006; in the end, the
trade preferences were extended to all four Andean countries that en-
joyed them (Bolivia, Colombia, Ecuador and Peru). Moreover, separatist
sentiment has grown in Santa Cruz and other Bolivian departments that
dominate the country’s gas production and exports.!?

Ecuador

Political instability has been a hallmark of the Ecuadorian situation for
several decades. The country has had seven presidents since 1996 (11 if
a triumvirate that lasted only hours and a president who was deposed
after one day are counted). This political turmoil has gone hand in hand
with Ecuador’s troublesome relations with private investors. In May
2006, for example, the government terminated a contract with Occidental
Petroleum (Oxy) and seized its assets, alleging breach of contract. Oxy,
with support from the US government, is seeking the return of its assets
and US$1 billion in damages. Ecuador has also had disputes with Texaco,
now part of Chevron. ExxonMobil and BP have long since abandoned
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the country, and EnCana of Canada sold its assets there to a Chinese
company in 2005. In 2005 private companies accounted for 62 per cent
of oil production, while production by Petroecuador, the national oil
company, has fallen by 50 per cent in the past 10 years.

In March 2006 the Ecuadorian legislature attempted to raise the tax on
oil production to 60 per cent of all “excess’ profits. The then president,
Alfredo Palacio, vetoed the legislation, but a second version, which be-
came law, increased the tax to 50 per cent of excess profits. The price of
Ecuador’s Oriente crude, which provided the baseline for what was
deemed excessive, was $45 a barrel.

The United States had been negotiating a free trade agreement with
Ecuador, but put the negotiations on hold after Oxy’s assets were expro-
priated. Nevertheless, Ecuador was included in the US extension of
Andean trade preferences enacted in December 2006. Relations between
Ecuador and the United States are now largely in suspense because of
the policy platform on which President Rafael Correa was elected in No-
vember 2006. He has said he intends to reschedule Ecuador’s foreign
debt, something that does not build investor confidence; he has also pro-
posed renegotiation of oil contracts to increase the government take. It is
uncertain which of these plans will be promulgated.

Brazil

Brazil differs from the other South American countries discussed thus far
in several key respects. For one, it is home to half the population of
South America. Furthermore, its oil and gas policies have, for the most
part, been well thought through, and the operations of Petrobras, the na-
tional oil company, have largely been professional.

In the past few years Brazil has become self-sufficient in oil, thanks to a
combination of new production and the use of ethanol alongside gasoline
for transportation. However, the country must import large amounts of
natural gas — about 15 million cubic metres a day, mostly from Bolivia.
New discoveries have been made in waters as deep as 3,500 metres in
the offshore Campos, Santos and Espirito Santo Basins, and large invest-
ments are being made to bring this gas to market. In November 2007
Petrobras announced the discovery of a large oil and gas find of 5-8 bil-
lion barrels of light oil, with associated gas, in the Santos Basin at depths
of 5,000—7,000 metres, which if substantiated would significantly increase
Brazil’s current proven reserves of 12 billion barrels. The technology for
bringing the oil and perhaps even the gas from Tupi (as the field is
called) to market must still be worked out, however, and is likely to take
years to accomplish.
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The contrast between what Petrobras has been able to do at Tupi and
the inability of Pemex to drill in much shallower waters in the Gulf of
Mexico is a vivid example of the difference in the development of these
two national oil companies.

Although the government has a majority of the voting shares, Petro-
bras also has private shareholders and many private companies have en-
tered into joint ventures with it. Pemex, by contrast, has no joint ventures
for the exploration and production of oil. The Mexican government — or
at least that cohort of the government that favours a change in Pemex’s
structure — has sponsored trips by legislators to Brazil to learn more
about how Petrobras is run.

Conclusions

The Western hemisphere offers much potential in terms of energy pro-
duction and trade. However, unless policies that foster collaboration are
put in place, this potential will be unrealized. For instance, Trinidad and
Tobago contemplates increasing shipments of LNG to the United States,
and therefore needs to know in advance that ample regasification facili-
ties will be available at the US end. Chile and Brazil contemplate con-
structing regasification facilities to assure adequate supplies of natural
gas in the future, and thus must nail down where the LNG will come
from. Much investment in exploration and production as well as enlarged
pipeline facilities will be needed for Bolivia to meet its contract to in-
crease natural gas shipments to Brazil and Argentina. The infrastructure
involved in these cases is both costly and time-consuming to build, and
it takes at least two parties for construction to move ahead. Similarly,
the economic production of ethanol will require upgraded technology of a
kind that can be used by many countries. Developing the least costly and
most secure techniques for carbon dioxide sequestration when coal is
used for generating electricity will also require cross-country cooperation.
Such examples of essential cooperation are self-evident. It is less obvi-
ous but equally necessary for countries to estimate their future energy
needs and how these will be supplied. It might take a decade or more
to bring a new oil and gas find to market, as is likely to be the case for
Brazil’s Tupi exploitation. It might take decades to perfect sophisticated
battery technology for motor vehicles. The same is true for other alterna-
tive energy technologies, such as wind and solar power on a large scale.
In this vein, energy planners must make judgements today about which
foreign suppliers of various kinds of energy will be reliable in the next
decade or two. Their estimates need to take into account levels of proven
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oil and gas reserves, the degree and location of exploration activities,
levels of technological sophistication in the various energy-producing
countries and other physical aspects. The nature of the politics in poten-
tial supplier countries and the maturity of their institutions are also im-
portant considerations in judging future reliability.

Canada, because of its determination to develop the oil sands and be-
cause of its mature institutions, must be considered a reliable supplier —
indeed, the most reliable in the hemisphere, and perhaps globally, for
the United States. Mexico, because of the way Pemex is used to fund the
federal budget and because of political impediments to private invest-
ment, cannot be considered a reliable supplier, even domestically. Brazil
should be able to take care of its own oil and gas needs, although not
necessarily its electricity generation requirements, over the medium
term, but its large population could mean that Brazil does not become
an important exporter of either oil or gas. At present, Venezuela’s poli-
tics make it an uncertain source of oil and gas, at least for the United
States, but its politics are likely to change over the next decade or two
and estimates about the country’s reliability over the medium term
must, therefore, factor in many contingencies. In Bolivia and Ecuador,
too, politics and immature institutions make them uncertain suppliers
over the medium term. Colombia’s reliability as a supplier over the
medium term is hampered both by its uncertain oil reserves, even for its
own use, and by the ongoing activities of the anti-government guerrilla
movement. In Peru, promising natural gas finds face environmental
sensitivities.

With these considerations and the discussion in the rest of the chapter
in mind, a number of key conclusions emerge. First, for the United
States, the objective of energy independence is a chimera, and the more
it is repeated by senior government officials, from the president on down,
the less likely the authorities will be to institute the policies necessary
to foster cooperation with other countries in the hemisphere. At the
same time, those countries are annoyed by US calls for energy independ-
ence for itself without regard for hemispheric energy independence —
although, in fact, neither objective is feasible.

Second, it is a fool’s game for the United States to distance itself from
the rest of the hemisphere in terms of foreign policy generally. Since the
United States depends on the region for half its oil imports and practi-
cally all its imports of natural gas, energy policy should be seen as a crit-
ical component of foreign policy.

Third, although it might be possible to find alternative sources for
transportation fuels and electricity generation, it would take time to bring
about significant changes in US energy usage. Thus, decisive action is
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needed now. Moreover, since the development and testing of alternative
sources of energy are costly endeavours, cooperation would ensure their
speedier delivery and faster adoption.

Fourth, given the increased importance of environmental issues and
their intersection with energy issues, collaboration and discussion are
essential as new policies are contemplated.

Finally, the problems that hamper energy cooperation are primarily po-
litical. The politics takes many forms — historical, ideological, nationalistic
—and can be generated both within and between countries. Whatever its
basis, however, the lack of energy cooperation in the hemisphere is eco-
nomically costly.

Notes

1. The facility will not be fully functional for several years, however, and Chile lacks natu-
ral gas for generating electricity in the interim. As a strategic matter, Chile has learned
that it cannot rely on its neighbours — for example, as Argentine natural gas production
declined, that country reneged on a contract specifying that Chile would receive its pro-
portional share.

2. Uruguay and the United States have agreed to negotiate a trade agreement, but there is
no decision as to whether it will be for free trade or to reduce trade restrictions to pro-
mote greater interchange.

3. This estimate comes from President Calderdn’s annual Informe, delivered in September
2007.

4. Presidents Bachelet of Chile and Morales of Bolivia have been holding talks on a prac-
tical solution amenable to both countries that would provide a basis for Bolivia to ship
natural gas to Chile by pipeline. See Viscidi (2007).

S. There has been some relaxation of energy price controls, especially at the consumer
level, but this is by no means complete. If Bolivia is unable to deliver in a few years on
its long-term natural gas supply contract with Argentina, and this is clearly possible, the
controls that Argentina imposes on the prices that producers can charge would probably
give way.

6. At the beginning of 2008 corn was trading in Chicago at US$4.66 a bushel, close to an
11-year high, and soybeans at US$12.51'%, a 34-year high (Flood, 2008).

7. The US energy bill approved in December 2007 separates automobile and light-duty
truck standards, but the average new fleet fuel standard will reach 35 miles per gallon
by 2020.

8. In Canada the provinces have jurisdiction over mineral resources.

9. See the website of Alberta Energy, www.energy.gov.ab.ca/OurBusiness/oilsands.asp.

10. Much material on the environmental effects of oil-sands exploitation is published by the
Pembina Institute; see www.pembina.org.

11. The main aspect of the fiscal reform enacted in late 2007 is a new unitary tax that will be
levied at a rate of 16.5 per cent in 2008, rising to 17.5 per cent in 2010. The key motiva-
tion is to capture taxes not collected under Mexico’s regular income tax of 28 per cent,
but with fewer exemptions. Companies will pay the greater of the two taxes. The greater
collections of 1-2 per cent of GDP should permit the federal government to reduce its
tax take from Pemex.
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12. At the time of writing there is discussion in both the US Congress and the executive
branch about extending trade preferences for Bolivia and Ecuador because of what are
seen as anti-American comments by the presidents of the two countries. Venezuela does
not now get these preferences. Peru will not need them after its free trade agreement
with the United States goes fully into effect. Colombia may need an extension of the
preferences if the US Congress delays approval of its free trade agreement with the
United States.
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5
Coping with China

Nicola Phillips

Few would question the contention that the extraordinary economic ex-
pansion of China since 1978 carries profound consequences for global de-
velopment. As much in relation to the advanced industrialized economies
as to developing economies, observers have absorbed themselves in seek-
ing answers to key questions arising from China’s emergence on the
world stage. Does the Chinese economy represent a threat or an oppor-
tunity? Is China poised to become an economic powerhouse capable of
rivalling the global economic position of the United States? Does the
Chinese development model represent an alternative that will challenge
the prevailing neoliberal orthodoxy, or a path that is unique to China
and cannot be replicated elsewhere? Is Chinese development based on
an economic model so replete with contradictions and dislocations that
it cannot escape eventual implosion?

The short answer to each of these huge questions is quite simple: in
many ways, it is too early to tell. Yet, at the same time, the emergence
of China has already had an appreciable impact on the context in which
development strategies are formulated and, indeed, on the broader pro-
spects for development in every region of the world, inasmuch as it has
been pivotal to a redrawing of global production and value chains and
to a restructuring of the global division of labour and patterns of global
demand and terms of trade.

For Latin America and the Caribbean, these changes, together with a
set of shifts in multilateral and bilateral arrangements, have put in place a
series of fundamental development dilemmas at a time when the region’s

Which way Latin America? Hemispheric politics meets globalization, Cooper and Heine,
eds, United Nations University Press, 2009, ISBN 978-92-808-1172-8
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development performance has been notably fragile. In 2005 and 2006,
despite overall growth figures of around 5 per cent and terms of trade
for commodities that were more favourable than they had been for
some time, Latin American and Caribbean growth lagged appreciably
behind emerging economies in Africa, Asia and Eastern Europe
(ECLAC, 2006: 27). Except in certain pockets, particularly those fuelled
by high oil prices and high demand for the region’s commodity exports,
other indicators of social and human development were uninspiring and
overall levels of inequality remained the highest in the world. At the
same time, a range of development strategies have been rendered obso-
lete or profoundly threatened by a combination of shifts towards multi-
lateral liberalization, the bilateral elimination of margins of preference,
the emergence of disabling competition from China and India in third
markets and, with it, the sharpening of the already profound limits to
the global competitiveness of Latin American and Caribbean economies.

In short, I argue that we are seeing a contraction of existing and poten-
tial development spaces for Latin America and the Caribbean of an order
that prompts a set of serious questions about the basis on which the re-
gion’s economies can pursue their effective insertion into the global pro-
duction and value chains and the transnational division of labour.

I elaborate this argument in four sections. In the first, I offer an over-
view of emerging trade and investment relationships between China and
the economies of the Latin American and Caribbean region. In the sec-
ond section, I examine the significance of the emergence of China for
the region’s development strategies and developmental prospects. In the
third, I reflect on the early impact of these emerging arrangements on the
existing economic relationship between Latin America and the United
States. In the fourth section, I seek to inject a challenge into these under-
standings of the emergence of China based on national economies, and |
argue instead for a focus on transnational capital and global production
and value chains. In the conclusion, I pull together arguments about the
panorama for Latin American and Caribbean development in this light.

Emerging Sino-Latin American patterns of trade and
investment

The implications of China’s economic expansion for the global economy
relate in many ways to the sheer size of the Chinese economy. Using pur-
chasing power parity calculations, China now has the second-largest econ-
omy in the world, behind the United States; using official exchange rates,
it is the fourth largest. With a population of 1.3 billion people, the poten-
tial Chinese consumer market is the largest in the world. The growth
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of China’s gross domestic product has averaged around 9.5 per cent since
the mid-1980s, and in 2006 was 10.7 per cent (World Bank, 2007). There
is every expectation that, if this trajectory is maintained (as it is widely
assumed it will be), China will overtake the United States as the world’s
largest economy, the only question being when in the next 50 years or so
this will happen. It is currently the third-largest trading nation in the
world, with its share of world trade standing at close to 6.5 per cent in
2005. Around 40 per cent of China’s gross national product now rests on
exports, with the bulk of the export sector sustained by foreign invest-
ment of various forms.

China’s economic rise has generated a new panorama for global com-
modity markets, given the vast expansion in Chinese demand for energy
(including oil), minerals and agricultural products. At the same time,
trade in manufactured goods has already been transformed by expanding
Chinese production based on very low labour costs — by some estimates,
around 3 per cent of equivalent costs in the United States. Chinese over-
seas investment has also increased, particularly in connection with the
strategy of securing supplies of commodities and energy. Of equal global
significance is the manner in which US debt is financed largely by China’s
purchase of US treasury bills, which acts simultaneously to constrain in-
terest rates in the United States and facilitate the Chinese strategy of
keeping the currency low — a process seen in the United States and else-
where as one of unabashed currency manipulation.

Quite apart from these indicators of size, weight and emerging role in
the global economy, the expansion of China is of significance for the po-
tential consequences of its contradictions and effects. The most often
noted of these is the pronounced environmental deterioration caused by
the rapid processes of industrialization and urbanization. Despite double-
digit growth, per capita income in China has not improved and is still
only around half of Russia’s, and unemployment has gradually increased
(Breslin, 2005: 736). The “underbelly” of Chinese growth is seen also in
the social and political dislocations caused by mass migration from the
countryside to explosively expanding urban areas, placing what many
see as unsustainable pressure on services, infrastructure, employment and
the environment. The social consequences of the most rapid process of
urbanization in history are potentially staggering under these circum-
stances, and have already led observers to talk about the “Latin Ameri-
canization of China” (Gilboy and Heginbotham, 2004).

A range of other tensions in the Chinese economic model are note-
worthy when thinking about the consequences of Chinese expansion
for the global economy, including the massive problem of debt and non-
performing loans in the financial and banking sectors, patterns of massive
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duplication of production and competitive urbanization and the con-
sequences for rural populations. One concern that is voiced particularly
frequently is the potential impact of a Chinese financial collapse on
emerging markets, as well as for the US and wider global economies, as
a result of potentially severe alterations in the US debt and interest-rate
situation. In this sense, the emergence of China is significant not only for
its intervention in global markets and, potentially, its ideological appeal
across the developing world, but also for the potential regional and
global consequences of the often massive economic, social and environ-
mental dislocations implicated in its model of growth and expansion.

It is in this context that we need to locate a discussion of the emerging
relationship between China and Latin America. At face value, the growth
in Chinese trade with Latin America can be said to have boomed over
the past five years, with total trade increasing from around US$200 mil-
lion in 1975 to US$12.6 billion in 2000, US$26.8 billion in 2003 and
US$50.5 billion in 2005. The annual average growth of Sino-Latin Amer-
ican trade also leapt between 2000 and 2005 to around 27 per cent. It
must be noted, of course, that when a boom starts from a very low base,
arresting levels of expansion do not necessarily mean significant levels of
overall trade: Sino-Latin American trade is equivalent to only 10 per cent
of US-Latin American trade, and China accounts for only 4 per cent of
total Latin American trade; in contrast, the United States and Canada
together account for 50 per cent of the whole region’s trade, and consid-
erably more than that of particular countries within it. One must not get
carried away with the scale of commercial interactions between China
and Latin America, even though the increase and dynamism of bilateral
trade are very striking.

Between 1999 and 2004 Chinese exports to Latin America increased
just over threefold and imports from Latin America just over sevenfold
(Dumbaugh and Sullivan, 2005: 2), and a Chinese trade deficit with Latin
America has prevailed consistently. Mexico is the most significant desti-
nation for Chinese exports, absorbing around 24 per cent of the total to
the region, followed by Brazil at around 20 per cent. Again, the annual
average growth rates of exports to these countries over the 2000-2005
period are arresting: respectively, 35.5 per cent and 31.6 per cent (Dussel
Peters, 2006: 12). Conversely, the pattern of Chinese imports from Latin
America is dominated by Brazil, Chile and Argentina, with the former
accounting for around 37.4 per cent in 2005, while Mexico accounted for
only 8.3 per cent of the total from the region. At the end of 2005, China
had become the second-largest export market (behind the United States)
for Chile, Peru and Cuba, and the third largest (behind the European
Union) for Brazil (see table 5.1).
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Table 5.1 Sino-Latin American trade: Exports to and imports from China as per-
centage of total, selected countries, 1995 and 2005

Imports from China as a Exports to China as a

Country share of total imports (%) share of total exports (%)

1995 2005 1995 2005
Argentina 3.5 6.5 2.8 8.8
Brazil 2.7 6.8 3.5 8.3
Chile 32 8.1 2.3 11.3
Colombia 0.7 5.6 1.3 0.9
Mexico 0.9 3.1 0.7 1.1
Peru 2.8 8.6 7.3 11.1
Venezuela 0.5 3.8 0.0 1.7

Source: International Monetary Fund, Direction of Trade Statistics, presented in
Jenkins, Dussel Peters and Moreira (2006).

As for the nature of Latin American exports to China, around 75 per
cent are raw materials, foodstuffs and natural-resources-based manufac-
tured goods, concentrated particularly in copper, iron ore, nickel, soy,
pulp, fishmeal and sugar. Copper represents around 44 per cent of
Chilean exports to China, around 57 per cent of Argentina’s exports are
oilseeds and Brazilian exports are dominated by oilseeds and mineral
ores, as well as timber and soybeans (Dussel Peters, 2006: 15). In terms
of imports from China, an overwhelming proportion — around 90 per
cent — consists of manufactured products, the bulk of which are labour-
intensive, low-technology and low-value-added goods (see Lall and
Weiss, 2005; Jenkins, Dussel Peters and Moreira, 2006). Key products
here are textiles and apparel, footwear, machinery and plastics. The tech-
nology component of Chinese exports is rapidly increasing, however, and
such sectors as automobiles, auto parts, steel, telecommunications and
electronics are becoming steadily more significant in the overall export
profile of the Chinese economy, as well as in the profile of its exports to
Latin America.

Sino-Latin American foreign direct investment (FDI) starts from a
similarly low base and has also shown a striking increase, if not as
dramatic as that of trade. Latin American FDI in China appears to have
increased to an arresting degree, reaching around 13 per cent of total
FDI flowing into China in 2003. The vast bulk of this investment, how-
ever, comes from the tax havens of the Cayman Islands and British
Virgin Islands, the latter now representing the second most significant
source of investment in China. As such, this is not investment by firms
and actors from Latin America itself — indeed, it is likely that Hong
Kong and Taiwanese investment, channelled through these tax havens,
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accounts for most of these flows (Breslin, 2005: 744). In reality, Latin
American investment in China is minimal, as is Chinese investment in
Latin America as a share of overall FDI to the region. Chinese FDI in
Latin America has been increasing visibly since the start of the 2000s,
particularly in railways, oil and gas exploration, communications satel-
lites and construction. But Chinese investment in Africa, Asia and North
America has been greater than in Latin America, and it should also be
noted that China itself accounts for only a tiny proportion of total global
FDI flows.

This aggregate regional sketch tells us little, however, about the real
significance of China’s economic presence in Latin America. The implica-
tions vary considerably across the region. With broad brushstrokes, the
region can be divided into Mexico and Central America on the one
hand and most of South America on the other. This is unsurprising, given
the nature of production structures and economic profiles across the re-
gion. The Mexican and Central American model rests on the integration
of these countries into vertical flows of trade in manufactured goods asso-
ciated with assembly and processing activities, especially in sectors such
as textiles and apparel. Like China, Mexico has also come to specialize
in temporary imports for processing and re-export. Mexico and much of
Central America and the Caribbean thus have export and production
profiles that bring these countries into considerably greater competition
with China in third markets, to the extent that the dominant perception of
Chinese economic expansion is one of profound threat. Indeed, Mexico’s
trade deficit with China stood at some US$4.5 billion in 2005, by far
the highest in the region. Moreover, as we will see, China has displaced
Mexico as the main trading partner of the United States, particularly in
the textiles and apparel sectors (ECLAC, 2006: 55). The pronounced de-
pendence of these countries on the US market means that this displace-
ment carries profound consequences for the development model currently
prevailing in Mexico and Central America.

Conversely, the overall South American profile is one of capital-
intensive industry associated with the processing of natural resources,
these activities being characterized by low levels of domestic value-added
(Phillips, 2004). Within this model, countries such as Argentina and
Paraguay remain largely dependent on agriculture, while Chile and most
of the Andean countries remain dependent on natural resources and
higher-value-added natural-resources-based products in sectors such as
copper, minerals and fishing. In the case of Venezuela, the key export is
oil and oil-related products, and Chinese involvement with Venezuela
has revolved largely around its potential as a supplier of energy re-
sources. Thus South American exports are seen, in the most general
terms, to be complementary to Chinese production structures, and an
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extension of trade and investment relations is often touted, again in the
very broadest of terms, as a positive development for this part of the
region.

Brazil is something of an exception, given the importance of manufactur-
ing in its production and export profile, and the scale of competition with
China is correspondingly perceived to be much greater. It is significant
that primary products represent 60 per cent of Brazil’s exports to China,
but only 31 per cent of its exports to the rest of the world (Jenkins,
Dussel Peters and Moreira, 2006: 12), indicating a lack of both competi-
tiveness and market access for Brazilian manufactured exports in China.
Factor endowments are crucial in this scenario — above all, China’s vast
supply of cheap labour, which translates into average wages around three
times lower than in Brazil. The much higher levels of government inter-
vention in the Chinese economy yield easy access to credit from state
banks, in stark contrast to the Brazilian model; despite developmentalist
streaks in Brazilian strategies that differentiate it from the majority of
other Latin American countries, the extent of Chinese state support for
industrialization outstrips any similar promotion measures in a broadly
neoliberal region (ibid.: 15).

The developmental implications of Sino-Latin American
trade and investment

If these trajectories continue, the implications for Latin American devel-
opment are potentially profound. For South America, the economic rela-
tionship revolves around Chinese demand for raw materials, energy and
resources-based products. Exports to China have expanded vigorously, a
welcome trend for South American exporters and governments. More-
over, Chinese demand has pushed up world prices for primary products
following decades of decline in prices, with important positive implica-
tions for the terms on which the major resources-based economies of
South America are participating in world trade. At the same time, other
Asian governments appear to be following the Chinese lead in clamour-
ing to secure supplies of raw materials from Latin America and Africa.!
The results of this explosion in demand are already evident: Latin Amer-
ica and the Caribbean as a region achieved the second-largest increase in
exports in 2005, after China, explained by the South American econo-
mies’ specialization in commodity exports and flows of trade in oil and
oil-related products (ECLAC, 2006: 31).

Nevertheless, it is the concentration of these exports in traditional
resources-based sectors that represents the more troubling panorama for
Latin American development, especially when put in the context of the
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Table 5.2 Composition of Chinese trade with ASEAN and LAIA countries, 2004,
percentage shares of trade flows of each group of products

Imports Exports
Category Group (%) (%)
Primary ASEAN 9.0 9.0
LAIA 13.3 0.9
Resources-based manufactures ASEAN 15.6 111
LAIA 7.8 34
Low-technology manufactures ASEAN 5.0 4.1
LAIA 2.4 22
Intermediate-technology manufactures ASEAN 6.2 8.4
LAIA 1.2 3.1
High-technology manufactures ASEAN 19.5 8.3
LAIA 0.6 1.7
Other ASEAN 4.7 32
LAIA 0.6 0.5

Source: Adapted from ECLAC (2006), based on data from the UN Commodity
Trade Statistics Database.

longstanding inability of the majority of South American countries to
compete in global markets for manufactured high-technology products,
as well as the increasing dominance of China in the United States and
other markets. In terms of its global trade profile, Brazil, as noted, is a
rather different case, but here again debate has centred around the rec-
ognition that Chinese interest in the Brazilian economy is essentially
about raw materials. The pertinent issues here are twofold. First, as table
5.2 shows, patterns of Chinese demand for raw materials from Latin
America are based almost entirely on primary products, the demand for
processed products and resources-based manufactures being focused
significantly more on economies of the Association of Southeast Asian
Nations (ASEAN). In this sense, South American economies are subject
to sharp competition from Asian economies more generally, and are
locked into the lower-value-added ends of commodity and production
chains. The higher one goes in the hierarchy of technological content for
raw-materials-based products, as table 5.2 shows, the greater the gap
between the representation of ASEAN and Latin American Integration
Association (LAIA) economies in supplying Chinese demand.

Second, the competition from China in industry and manufacturing
means that any incipient space for upgrading the industrial competi-
tiveness of South American economies is being further squeezed, so
that existing structures of dependence on natural resources and raw
materials are likely to be reinforced as a result of China’s economic
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expansion. The extent to which this reinforcement will constitute a seri-
ous long-term development problem for the region remains a matter of
some speculation, but it is nevertheless worth noting that debates about
development in Latin America have, for the past half-century, revolved
precisely around the imperative of breaking the region’s dependence
on raw materials for export, especially given the dislocating effects of
the so-called Dutch Disease (the deindustrialization of a country’s econ-
omy associated with a rise in natural resource exploitation) and other
structural problems associated with such a model. The celebration of the
export opportunities provided by the emergence of China consequently
has something of a strange ring to it, in that most of the long-established
anxiety about this form of dependence on raw materials appears curi-
ously to have disappeared from contemporary discourse. Yet, given what
we know from both theory and past experience, the new strategy that is
crystallizing around Chinese demand for raw materials is without ques-
tion inauspicious for the region’s economies.

For the northern part of the region, the competition from China takes
a different form, inasmuch as the potential is for the disruption of existing
development models based on low-value-added, low-cost manufacturing
with preferential access and a competitive niche in the US market. For
Central America and the Caribbean (and, in part, for Mexico), the main
competition from China is felt in the textiles and apparel sectors. China is
now the largest exporter of apparel outside the Organisation for Eco-
nomic Co-operation and Development (OECD), accounting with India
for the bulk of apparel exports from non-OECD to OECD countries.
Through the 1980s and 1990s, the Central American and Caribbean tex-
tiles and apparel sectors benefited from a combination of the provisions
of the Multi-Fibre Arrangement (MFA) and the strong inclination in the
United States towards outsourcing functions at the lower-value-added
end of the production chain. The ending of the MFA and the gradual lift-
ing of restrictions under the terms of the Agreement on Textiles and
Clothing, together with the multilateral lifting of import restrictions on
Chinese apparel exports under the terms of China’s accession in 2001 to
the World Trade Organization (WTO), have positioned exporters in the
Caribbean Basin (including Mexico) among the most visible losers in the
global textiles and apparel industries (Heron, 2006). They are now ex-
posed increasingly to the full force of competition from textiles ‘“‘giants”
like China, India, Bangladesh, Pakistan and so on — a competition that is
waged primarily on the terrain of labour costs, as table 5.3 shows.?

In late 2005 some of the force of this competition was diverted as the
United States and European Union negotiated with China sets of quota
restrictions on imports of Chinese apparel. The side-effect of this protec-
tion of US and EU domestic markets is a certain temporary sheltering of
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Table 5.3 Cost of manufacturing a dress shirt for the US market, selected
countries

Total manufacturing cost

Country of origin (USS$)

China 1.12
Nicaragua 1.50
Dominican Republic 1.70
Honduras 1.70
Guatemala 1.80
El Salvador 1.85
Costa Rica 2.00
Mexico 2.20
United States 5.00

Note: Amounts shown assume that it takes 20 minutes to cut, sew and finish a
dress shirt for the US market.
Source: Devlin, Estevadeordal and Rodriguez-Clare (2006).

the smaller textiles and apparel exporters in Mexico, Central America
and the Caribbean from the potentially devastating effects of a free trade
regime in these sectors. The issue remains unresolved, however; the
quota arrangement with the United States came to an end in 2008, and
it remains clear that China’s position in the WTO points in the direc-
tion of the eventual achievement of unfettered market access for apparel
exports.

At the same time, the production-sharing arrangements that stemmed
from the promotion of outsourcing by the United States (as in the case of
the Caribbean Basin Initiative, for example) are coming to an end in any
case, but are also challenged by the lifting of the MFA, as a result of
which US and other retailers have access to direct imports from the big
Asian suppliers. For Caribbean Basin producers, this represents a severe
squeezing of the niche they formerly occupied in supply chains and the
US market. Furthermore, in any case, given the provisions of production-
sharing arrangements that make duty-free exports contingent on the
use of fabrics and yarns manufactured in the United States, the textiles
and apparel industries in the Caribbean Basin were always located at
the low-value-added ends of the supply chain and were constrained to
import raw materials at much higher prices from the United States, even
when they were available from Asian economies at much more competi-
tive costs. The Central American Free Trade Agreement goes some way
towards protecting the position of Central American countries in the US
market, but, taken together with the multilateral elimination of quotas,
the terms of the agreement have been calculated to signify a potential 50
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per cent cut in the expansion of Central American textiles and clothing
exports to the United States (Hilaire and Yang, 2003: 15-16).

More generally, the impact of competition from China on Mexico has
been felt in the decline of the manufacturing sector in terms of its share
in overall gross domestic product and employment. Mexico continues to
export more intermediate- and high-technology-intensive manufactured
goods (Jenkins, Dussel Peters and Moreira, 2006: 23), so the competition
between China and Mexico in third markets has thus far been con-
centrated in low-technology products. As noted earlier, however, the
technology component of Chinese exports is rapidly increasing. Across
the region, steel, automobiles and electronics are the sectors in which
Chinese competition is likely to emerge forcefully. China probably be-
came a net exporter of steel by the end of 2006, with potential for ex-
tremely rapid growth over the coming years.®> In the automobile sector,
much of the development strategy in areas such as Guangdong province
in the Pearl River delta hinges on achieving global prominence as a
major car and auto-parts manufacturer. Companies such as Honda
already have joint ventures in China aimed at feeding that country’s ex-
plosive boom in car ownership; similarly, Chinese manufacturers have
expressed intentions to purchase the technology of major companies
such as Daimler and BMW (Jubany and Poon, 2006: 9) and thus develop
China’s ability to compete on the front line of global car production.
Again, given the prominence of this sector in countries such as Mexico
and Brazil, not to mention the United States itself, China’s rise in
this area portends a significant reordering of the regional automobile
industry.

The final point to make concerns the diversion of investment from
Latin America and the Caribbean that has already become evident. Total
flows of FDI to the region grew more slowly in 2004 and 2005 than did
flows to China, Asia or even Africa (ECLAC, 2006: 32), and the move-
ment of China into sectors previously attractive to FDI in many Latin
American economies is ominous for the region’s position on the global
investment map.

What we are seeing, then, is a squeezing of development space for
Latin America and the Caribbean that, in its various forms, is uniformly
inauspicious. The location of the region in global production and supply
chains is increasingly, and apparently ineluctably, premised on the supply
of primary products, with few prospects for competing with ASEAN
countries in the supply of resources-based manufactures. Oil from coun-
tries such as Venezuela also fits into this picture. Brazil is perhaps differ-
ent in this respect, but still its capacity to achieve greater representation
in global manufacturing chains and in the export of processed products to
China is hampered by all the aforementioned constraints on competitive-
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ness vis-d-vis the Chinese economy and the competing Asian suppliers.
Chile, as usual, is something of an outlier given the extent of its competi-
tiveness in resources-based manufactures and the considerably greater
degree of diversification it has achieved over the past 30 years or so. In
the Caribbean Basin, including Mexico, the picture is dominated by pro-
found competition in third markets, especially in manufacturing and sec-
tors such as textiles and apparel, but also by the absence of options for
inserting their economies into alternative supply and production chains
in the manner of those of South America.

Latin America and the United States

What does all this mean for the economic relationship between the
United States and Latin America? One argument often advanced relates
to the way in which the impact on Latin America and the Caribbean of
the slowdown in the US economy and the weakening of US demand is
compensated by the expansion of demand in China and its impact on
commodity prices (ECLAC, 2006: 27-28). Other arguments see the surge
in Latin American — especially South American — economic interest in
China as a reflection of the languid state of contemporary relations be-
tween the United States and Latin America.

Quite apart from the commercial opportunities arising from the open-
ing up of a market of this size and the particular pattern of demand that
attends the Chinese model of industrialization, China is often presented
as filling a developmental gap left by the United States (Roett, 2005).
US investment in Latin America has been steadily declining as US cor-
porations have focused their strategies predominantly on the emerging
markets of Asia (including China). Moreover, the burgeoning US de-
ficit precludes any serious rectification in the short term of the neglect
that many perceive as having characterized US engagement with the re-
gion in recent years. In this context, the potential of Chinese investment
in infrastructure, in particular, has often been noted as valuable for many
Latin American economies. Venezuela and other energy-producing
countries have been a particular focus in this regard, with significant
Chinese investment in exploration, refining capacity and transportation
infrastructure.

Such interpretations of China’s importance for Latin America clearly
have something to offer, but cannot be pushed too far. The simplest rea-
son is that the economic relationship with the United States remains by
far the most important for the region. Table 5.4 indicates levels of trade
reliance on the United States in 2005 by country, and the disparities in
this reliance between, for example, some of the large Southern Cone
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Table 5.4 Trade dependence on the United States, selected countries, 2005

Exports to

the United Trade

States as balance with Trade

Exports to the proportion the United balance with
United States  of total States the world

Country (US$ million)  exports (%) (US$ million) (US$ million)
Mexico 183,351 85.8 65,089 —17,559
Honduras 3,309 75.6 154 —106
Nicaragua 991 63.0 401 —619
El Salvador 2,051 60.6 272 -3,332
Guatemala 2,694 50.1 29 —3,431
Ecuador 4,950 46.5 4,107 420
Costa Rica 3,177 44.8 -119 -2,717
Panama 973 14.8 —1,009 —2,000
Dominican Republic 4,325 77.9 -26 —1,544
CARICOM 9,167 52.2 2,330 1,052
Cuba 0 0.0 -361 -2,970
Venezuela 32,587 58.8 25,987 29,674
Colombia 8,849 41.8 2,843 1,988
Peru 5,173 30.4 3,052 4,917
Uruguay 761 22.4 489 —474
Brazil 22,472 19.0 8,918 44,758
Chile 6,248 15.8 1,821 9,142
Bolivia 383 14.0 59 1,007
Argentina 4,321 10.8 1,357 11,320
Paraguay 54 32 =774 —1,564

Source: ECLAC (2006).

economies and some of the smaller economies in the Caribbean Basin —
especially, it should be noted, those economies dominated by the ‘off-
shore” development model of export assembly, particularly in the textiles
and apparel sector. While aggregate figures for the region as a whole do
show some offsetting by China of the effects of slowdown in the United
States, this mechanism does not work for the majority of the most depend-
ent economies in the north of the region. At the same time, Chinese in-
vestment in Latin America is still profoundly limited; trade is far more
important — indeed, the developmental implications of China’s rise reside
predominantly in the arena of trade, rather than in investment, although
even then, as noted above, China accounts for only 4 per cent of total
Latin American trade. In short, the notion that China fills either the gap
in US investment in the region or the limitations of the region’s access to
the US market finds little justification, inasmuch as the main economic
relationship for Latin America and the Caribbean remains overwhelm-
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ingly with the United States, with but a handful of exceptions in the
Southern Cone.

The most pressing concern, in this light, relates to the potential dis-
placement of Latin American competitiveness in the US market. The
possibilities for export diversification have been celebrated, for widely
disparate reasons, in various countries of South America that operate
with relatively less pronounced structures of dependence on the US mar-
ket (Argentina, Brazil, Chile), but the ‘“threat” arising from China in
the US market has been felt keenly in many Latin American economies.
Table 5.5 gives an indication of this displacement by comparing the US
import-value market share for China and the major Latin American
economies in various key sectors between 1981 and 2001. As noted, a
massive displacement of Mexican exports in the US market has already
occurred, particularly in garments and textiles, toys, furniture and elec-
tronic value-chain products (Dussel Peters, 2006: 19). Similar patterns
obtain for Central America and the Caribbean, along with the important
emergence of China in other sectors — such as automobiles, steel, elec-
tronics, telecommunications and so on — that carry implications for Latin
American exports to the United States and for US overseas investment.
The potential (further) diversion of investment away from the Americas
to Asia is seen as a considerable challenge to Latin American develop-
ment prospects and strategies, alongside displacement in US markets,
and there is certainly enough evidence to suggest that these perceptions
are not ill-founded.

It is in part for this reason that many countries in Latin America — par-
ticularly in Central America but also in the Andean region, where levels
of dependence on the United States are relatively more pronounced —
have been eager to enter into bilateral trade negotiations with the United
States. The further effect of China’s emergence, however, might well be
to diminish the possibility of the success of such negotiations, particularly
given the decline in public and political support in the United States for
trade agreements since the start of the decade, uniformly attributed to
the emerging ‘‘threat” from the Chinese economy and to what is per-
ceived as the negative experience of the North American Free Trade
Agreement (NAFTA). Undoubtedly, the steady growth in the US trade
deficit — which reached record highs in 2005 and 2006 (more than
US$765 billion in the latter year), fuelled primarily by rising Chinese
imports — has sharpened still further the political sensitivity of the trade
agenda. Much, but not all, of this sensitivity is related to pronounced
concerns about the impact of trade on the US labour market, an aspect
to which the Americas are particularly vulnerable given the parallel sa-
lience of the immigration issue in US politics (Phillips, 2007a). In this
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Table 5.5 US import-value market share, selected countries, 1981, 1991 and 2001

China (%) Argentina (%) Brazil (%) Chile (%) Mexico (%)
Industry 1981 1991 2001 1981 1991 2001 1981 1991 2001 1981 1991 2001 1981 1991 2001
Food 1 2 3 3 2 1 13 5 2 1 2 4 9 11 12
Beverage/tobacco 0 0 0 0 1 1 2 4 2 0 1 1 4 5 14
Crude materials 3 2 3 1 0 0 2 3 5 1 1 2 3 5 4
Mineral fuels 0 1 0 0 0 1 0 0 1 0 0 0 8 9 8
Animal/vegetable oils 0 0 0 1 5 1 9 3 1 0 0 0 0 4 2
Chemicals 1 2 3 1 0 0 2 1 1 0 0 0 3 3 2
Manufactured materials 1 3 9 1 0 0 2 2 2 1 1 1 2 4 7
Machinery 0 2 7 0 0 0 1 1 1 0 0 0 4 7 16
Misc. manufacturing 2 15 26 0 0 0 2 2 1 0 0 0 4 4 10
All 1 4 9 0 0 0 2 1 1 0 0 0 5 6 12

Source: Devlin, Estevadeordal and Rodriguez-Clare (2006: 112).
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sense, an important implication of the emergence of China for Latin
America could materialize through the mechanisms of US domestic poli-
tics and domestic reactions to China, with the effect of progressively com-
promising the possibilities for safeguarding the region’s most important
economic relationship, particularly under the additional pressures of
multilateral liberalization commitments.

There is, moreover, a dimension of the discussion about the relation-
ship between the United States and Latin America and the Caribbean —
and, indeed, about development strategies — that is fundamental but
often overlooked. That dimension relates to the profound pressures for
migration that emerge at the intersections of longstanding processes of
deindustrialization and deruralization, the constraints on agricultural
trade, the effects on particular sectors of competition from China and
the continuing failure of the development orthodoxy to produce growth
and development. The short-term implications of trade liberalization
and increasing labour flexibility, as well as the widespread decimation of
rural economies, are felt particularly in levels of unemployment and
underemployment, downward pressures on wages, the consequent rein-
forcement of wage differentials with the major receiving countries and
patterns of internal migration. In many cases, the last of these effects is
associated with the development of manufacturing activity and the con-
centration of FDI in the major urban centres or, in some cases — such as
Mexico and other Central American and Caribbean economies — into
border regions where export-processing zones absorb migrants from
displaced rural communities. Indeed, research demonstrates a strong
correlation between internal migration and subsequent international
movements.

While not ignoring the extensive social networks that are well under-
stood to be central to individual decisions to migrate, the overall pan-
orama of development failures and the divergence of wage levels
continue to define what we traditionally would have called the “push fac-
tors” associated with migration to the United States. The signs are clearly
that such pressures are sharpened in countries most affected by the shifts
in sectors such as textiles and apparel, manufacturing and so on. More-
over, the restructuring of the US economy as a result of shifts in the
transnational division of labour and the competition waged from China
and Asia on labour costs has generated a situation in which competitive-
ness has come to depend on the massive import of labour, particularly of
the low-skilled and illegal varieties, in both the services sector and agri-
culture (Phillips, 2007b).

Thus, the restructuring of global and regional economies that is condi-
tioned increasingly by China’s emergence has meant that traditional
forms of dependence on the US economy have been given a new twist.
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Table 5.6 Remittances from the United States, selected countries, 2004

As
percentage
As of net
percentage official
As of exports As development

Amount percentage (goods and percentage assistance or

(US$ of GDP services) of total official aid

million) (%) (%) FDI (%) (%)
Argentina 270 0.2 0.7 6.6 296.7
Bolivia 422 4.8 16.6 363.8 55.0
Brazil 5,624 0.9 52 40.0 1,973.0
Colombia 3,857 3.9 19.8 126.4 757.8
Costa Rica 320 1.7 3.7 51.6 2,461.5
Dominican 2,438 13.2 26.3 378.0 2,802.3

Republic
Ecuador 1,740 5.7 19.9 150.0 1,087.5
El Salvador 2,548 16.1 59.2 546.8 1,207.6
Guatemala 2,681 9.8 582 1,729.7 1,229.8
Haiti 1,026 29.1 218.8 14,657.1 4222
Honduras 1,134 15.4 37.0 387.0 176.6
Jamaica 1,497 16.9 38.4 248.7 1,996.0
Mexico 16,613 2.5 8.2 95.6 13,729.7
Nicaragua 810 17.9 49.0 324.0 65.7
Peru 1,360 2.0 9.4 74.9 279.3
Trinidad and 93 0.7 1.6 9.3 —9,300.0¢
Tobago

Uruguay 105 0.8 2.6 33.8 477.3
Venezuela 259 0.2 0.6 17.1 528.6

a. This minus percentage arises as the figure for aid to Trinidad and Tobago in
2004 was —1 (US$ million).

Source: Author’s calculations, based on primary data on remittances from the

Inter-American Development Bank (www.iadb.org/mif/remittances) and on pri-

mary data on GDP, exports, FDI and aid from World Bank (2006).

That dependence has come to centre on the US market not only as a des-
tination for Latin American and Caribbean exports and a source of in-
vestment, but also increasingly as a source of employment. The issue of
remittances adds a further dimension to this new dependence, the scale
of which is indicated in table 5.6. What we are seeing, in a nutshell, is
the substitution of the “offshore” development model across the Carib-
bean Basin with one based on the “‘onshore’ provision of labour to the
US economy and the concrete, purposeful elaboration of development
strategies based on the concept of “remittance economies”. The debate
surrounding migration and remittances is considerable, and there is insuf-
ficient space here to assess it fully. The point to bring out is simply that
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the elaboration of development strategies concretely around remittances
is clearly an emerging result of the severe squeezing of competitiveness
and development options in the region, and an indication of the consoli-
dation of a new transnational political economy of dependence on the
United States.

In all of the above ways, the emergence of China, far from filling gaps
left by US policy or investment patterns and far from offsetting depend-
ence on the US economy, has acted to reinforce and deepen the central-
ity of the relationship of Latin America and the Caribbean with the
United States to the development prospects of the region’s economies
and societies.

Global production and value chains and the new
transnational division of labour

Thus far, the picture I have sketched of the emerging relationship of
Latin America and the Caribbean with China, its implications for de-
velopment and its consequences for the region’s relationship with the
United States has relied upon stylized depictions of national economies
interacting with one another and a similarly stylized treatment of the
rise of China. This line of analysis — which is entirely dominant in the aca-
demic and policy literature — is useful but misses a crucial point: that the
story of the emergence of China, as such, is not one of a single national
economy but, rather, one of a particular phase in global capital accumu-
lation driven by mobile transnational capital. Transnational capital has
“landed” in China as a result of the particular set of factor endowments
that I have already mentioned, facilitated by the internal economic re-
forms undertaken by the Chinese government from the late 1970s on-
wards. As such, it is misleading to talk about the emergence of ““China’’;
rather, we are seeing the consolidation of a particular phase in the evolu-
tion of global production and value chains, driven by the strategies of
transnational capital, within the territorial boundaries of the Chinese
economy. William I. Robinson (2006) captures this well in his reference
to China not just as the ““industrial workhouse of the world” but as the
“workhouse of transnational capital”.

Let me illustrate this argument briefly with the example of the Chinese
computer industry. Around 75 per cent of China’s computer-related
products are, in fact, produced by Taiwanese companies, and around 70
per cent of Taiwanese computer-related products are based on so-called
original equipment manufacturing (OEM) contracts with foreign firms,
overwhelmingly from the United States and Japan. As such, we need to
understand China’s computer industry — and, indeed, other sectors — as
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representing only the final stage in a global production process that is not
adequately represented by bilateral investment figures that show Taiwan
as the source of investment in China or by bilateral trade figures that
show China as the exporter to the rest of the world (Breslin, 2005: 744—
748).

It is thus problematic to talk about the emergence of ““China” and its
implications for other economies in the world. Rather, like these “‘other”
economies, the growth of the territorially defined ‘“Chinese economy”’ is
associated with the strategies and structures of transnational capital, and
what happens within the territorial borders of the Chinese economy rep-
resents an integral dimension of evolving global production and value
chains. Inasmuch as it is, by extension, a pattern of growth fuelled pri-
marily by the production and investment strategies of companies in the
developed world, which, in turn, are premised largely on demand in mar-
kets in the developed world (ibid.: 745), the dominant parameters of the
debate — about China as a threat to the United States, for instance — are
misplaced. The focus rests uniformly on the extent of Chinese exports to
the United States and the US trade deficit with China, without due recog-
nition of the profile of investment in the underlying production processes,
in which US capital is fully imbricated.

The ramifications of this argument are extensive, but I focus here on
those that are relevant to our present purposes. By focusing on the role
of US firms in the production processes that fuel Chinese growth, and
consequently exports “from” China, one can draw a more complex but
vastly more revealing picture of the implications of China’s rise for Latin
America and the Caribbean. First, the development dilemmas experi-
enced by the region in this context arise not so much from China itself
as from the region’s particular mode of insertion into global produc-
tion structures. Concentrating on “China”, therefore, misses a key point
about the demands of competitiveness and the particular place of Latin
American and Caribbean economies in the global economy as a whole.
Second, “‘competition” from China is fuelled, in a variety of sectors, by
investment from the developed world, including the United States. This
suggests both that inferences of China’s filling of developmental gaps
left by the United States are simplistic and misplaced, and that US pro-
duction and investment strategies are pivotal to the development predic-
ament in which many Latin American and Caribbean countries find
themselves. Third, assertions — such as those made frequently by Presi-
dent Hugo Chavez of Venezuela, among others — that a focus on China
represents an alternative to traditional forms of economic dependence
on the United States clearly underestimate the role and stake of US
interests in Chinese industrialization, whether directly or via more circu-
itous routes such as OEM investment in the Taiwanese computer indus-
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try. In this sense, notions of ““China”, ““the United States”, “Taiwan’’ and
so on in trade and investment statistics reveal little about the import-
ance of global production networks and the location of Chinese industrial-
ization — and, indeed, Latin American and Caribbean economies — within
these global processes.

Conclusion

What emerges most forcefully from this discussion is that the rise of
China does not cause but, rather, throws into relief the huge develop-
ment problems of the Latin American and Caribbean region, especially
the long-term and insidious process of deindustrialization in which the
region continues to be mired, the profound problems of regional and
global competitiveness of the majority of export sectors and products, the
continued lack of higher-value-added production capabilities and the
pronounced dependence on the US market at a time when preferential
arrangements are being systematically dismantled under WTO auspices.
It also raises a set of key questions about the future trajectory of Latin
American and Caribbean development and the directions that develop-
ment strategies can — or, indeed, should — take.

There is a compelling argument to make that, to a greater or lesser ex-
tent, the foundations of many of the most established development strat-
egies are being challenged in quite fundamental ways by the latest phase
of global capitalist restructuring, which is manifested most clearly in the
emergence of China. Perhaps the most salient of these foundations is the
notion of geographical advantage, which, particularly in the northern
part of the region, has long shaped a set of development strategies based
integrally on proximity to the United States and its markets (see Wise,
2007). While geographical proximity clearly continues to define many of
the “newer” development strategies — migration and the emergence
of remittance economies, illicit and illegal activity (notably the drugs
trade), tourism-based strategies — the emergence of China has clearly
weakened, if not completely dismantled, the notion in matters of trade
and investment.

If these arguments are correct, Latin American and Caribbean devel-
opment strategies require a much fuller reorientation than has hitherto
occurred towards a prioritization of debates and strategies focusing on in-
sertion into global (rather than regional) production and value chains, as
well as the transnational division of labour. The question then is how to
do this in the wider context of the squeezing of the global development
space available to the Latin American and Caribbean region that I have
identified and elaborated in this chapter. Perhaps the more pressing
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question still is how the region can aspire to address the profound social
problems that continue to characterize it in a global context in which, not
least as a result of the nature of Chinese development, competitiveness
apparently is cast more and more as a social “‘race to the bottom”.

Notes

1. Park Yong Soo, president of the state-run Korea Resources Corporation, is reported to
have stated that “‘within a few years there is likely to be a ‘war’ to develop raw materials
... [and] China is challenging aggressively”” (Rohter, 2004).

2. It should be noted that the competitiveness of Asian producers is also associated with
the frequent use of ““unfree’ labour, including child labour, alongside the more general
sources of competitiveness associated with the sheer abundance of low-cost, relatively
highly skilled workforces in countries such as China and South Korea, strong production
capacity in the manufacturing of both cotton and man-made fibres and close trade and
investment links between China and South Korea, Taiwan and Japan (Nathan Associ-
ates, 2002, cited in Heron, 2006: 7).

3. This issue has been identified by the three NAFTA partners as one that requires joint
action, and a trilateral working group has been set up under the auspices of the North
American Security and Prosperity Partnership (Jubany and Poon, 2006: 9).
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6
Playing the India card

Jorge Heine

On 2 June 2006 Jindal Steel and Power announced it had secured the
rights to the El Mutiin iron ore deposits in eastern Bolivia near the Bra-
zilian border, one of the biggest in the world, with reserves of 40 billion
tonnes. This entailed an investment commitment of US$2.1 billion, the
largest ever by an Indian company in Latin America and the largest for-
eign direct investment (FDI) project in Bolivia ever. Over eight years,
the project is to generate a pellet plant with production of 10 million
tonnes a year, a sponge iron plant producing 6 million tonnes a year, a
steel plant producing 1.7 million tonnes a year and a power plant with a
capacity for 450 megawatts. It is also expected to create some 12,000 jobs.
The investment announcement took place only a month after the par-
tial nationalization of a number of oil and gas fields in Bolivia, which
many greeted as the “kiss of death” for FDI in that country. Revealingly,
after an international tender for El Mutin, the only company willing and
able to meet the Bolivian government’s requirements was Jindal. Many
predicted that the deal, given its many complexities (not the least of
which was the price of the gas provided for it by Bolivia), ultimately
would fall through. Yet on 18 July 2007 the formal contract for the deal
was signed in Santa Cruz in the presence of President Evo Morales.!
From the Rio Grande to Tierra del Fuego, Indian companies are mov-
ing into Latin America and investing in many areas, from oil to informa-
tion technology (IT), from pharmaceuticals to the automobile industry.
That this is happening precisely at a time when Latin America has been
moving to the left strikes many as odd. Yet it responds to the very real

Which way Latin America? Hemispheric politics meets globalization, Cooper and Heine,
eds, United Nations University Press, 2009, ISBN 978-92-808-1172-8
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complementarities between the Indian and Latin American economies,
complementarities that have only recently come to the fore and triggered
this increase in investment and trade flows.

The irruption of India and China into the world economy is one of the
defining features of the early twenty-first century. The two Asian giants
share a number of features, not the least of which are their territorial
and demographic size and the aggressiveness with which they are import-
ing commodities — matched only by the zeal with which they are flooding
world markets with their own products. Comparisons between ‘the
dragon and the elephant” have become a staple of many studies and
publications.? Analyses of their interaction with other regions, including
Latin America, are often undertaken along the same paired comparisons
(see, for example, Santiso, 2006; Cesarini, 2007; Rosales and Kuwayama,
2007). And there is a good reason for this. As one study puts it:

today China and India’s share of world exports is 50 per cent larger than LAC’s
[Latin America and the Caribbean’s] share, whereas in 1990 the reverse was
true. In the late 1980s LAC had a trade-to-GDP ratio roughly equal to the
trade-to-GDP ratio of China, and two times larger than the trade-to-GDP ratio
of India. By 2004, the trade-to-GDP ratio of China was 35 per cent larger than
the trade-to-GDP ratio of LAC, and India’s trade-to-GDP ratio was only 14
per cent smaller than LAC’s. (Lederman, Olarreaga and Perry, 2006: 3)

Yet India often gets short shrift, being overshadowed by the sheer size
of the Chinese trade and investment figures.

The purpose of this chapter is to examine the ties between Latin
America and India, which, while still of lesser significance than those
with China, are growing fast, have a number of distinct features and are
part and parcel of the broader set of opportunities available to Latin
American nations in the new century’s globalized economy. The chapter
begins with a survey of the background of Indo-Latin American rela-
tions, current trade and investment flows and complementarities. It then
takes stock of the degree to which the region and India have moved closer
on the diplomatic front, followed by some concluding observations.

From the NICs to the BRICs

Latin America and India are not only in different neighbourhoods, as it
were, but have also been members of different clubs.? In addition to the
considerable distance between South Asia and the Western hemisphere —
an obstacle for trade, tourism and other exchanges — the two have also
been part of very different international groupings. India was a founder
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and leader of the Non-Aligned Movement, a largely Afro-Asian lot, of
which very few Latin American countries were full and active members.
The latter have tended to stick to themselves in various regional bodies,
and even those few that, in the 1990s, joined entities such as Asia-Pacific
Economic Cooperation (APEC) in an effort to build bridges across the
Pacific did not run into India there. What used to be known as the British
Commonwealth has been another significant reference point for New
Delhi, albeit one where, by definition, no Latin Americans are to be
found.

Moreover, the inward-looking, import-substitution development strat-
egies that most Latin American countries and India followed from the
1950s to the 1970s were not conducive to trade diversification, and in the
1980s Latin America’s debt crisis put paid to any hopes of such a thing
happening then. In the early 1990s, therefore, not surprisingly, trade be-
tween India and Latin America was negligible, reaching less than US$0.5
billion in 1991-1992. Yet the moment both sides started opening up their
economies, trade increased significantly, albeit from a very low base, with
Indian exports to Latin America growing 11-fold over the next 10 years:
by 2004 interregional trade had reached US$3 billion (see fig. 6.1).
In comparison, in 2003 Chinese-Latin American trade reached US$30
billion, with Chile alone exporting more to China than the value of all
Indo-Latin American trade put together.
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Figure 6.1 Trade between Latin America and India
Sources: International Monetary Fund (2008); Euromonitor (2008).
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Other obstacles continue to hinder Indo-Latin American trade and in-
vestment: shipping links between Latin America and India are few and
far between, negotiating the Indian bureaucratic maze (not only in New
Delhi but also at the state level) is no easy task and India has been un-
willing, for understandable reasons, to expose its agricultural sector —
precisely one area where Latin America has some significant compara-
tive advantages — to unfettered competition from abroad. The result has
been a reluctance in Latin America to undertake the effort to make the
most of the enormous potential of the Indian market.

These practical difficulties have been buttressed by the expectation,
rarely explicitly articulated, that any major effort to strengthen Indo-
Latin American links would be bound to fail, as have most past attempts
at South-South cooperation. According to this reasoning, in marrying
“weakness with weakness” — as evidenced in the experiences of the
Non-Aligned Movement, the G-77 and its latest (also frustrated) expres-
sion, the G-15 — these perhaps well-intentioned but ultimately futile ini-
tiatives lead nowhere.*

In the harsh post—Cold War world, where economics trumps and eco-
nomic diplomacy reigns, the key challenge for developing countries is to
find markets for their goods and services and reliable sources of FDI.
These tend to be found in North America, Europe and Japan, and that
is where energies ought to be directed. South-South relations are all well
and good, but the real action lies elsewhere — or so the reasoning goes.
Collective action among developing countries not only fails to serve this
purpose, but in fact might be counterproductive: since each country must
look out for its own interests, the last thing any of them would want to do
is antagonize those on whom they ultimately depend for trade, FDI and
development assistance.

Yet two developments have thrown a monkey-wrench of sorts into all
this. One was the rise in the 1980s of the so-called newly industrializ-
ing countries (NICs) — emerging economies such as Brazil, Indonesia,
Mexico, Egypt, Nigeria and South Korea that managed to grow at high
rates and significantly expand their manufacturing base, becoming attrac-
tive trade partners with markets of their own. The other development
was the irruption of East and Southeast Asia into the world economy.
With their outstanding economic performance, Taiwan, Singapore,
Malaysia, Thailand and South Korea quickly joined the ranks of middle-
income nations, thus belying the notion, as dependency theory had once
postulated, that it was impossible for countries of the global South to
leave underdevelopment behind.

East and Southeast Asia quickly became the world’s fastest-growing
region and one that was impossible for Latin America, traditionally fix-
ated on Europe and the United States, to ignore. While Atlantic Coast
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nations such as Argentina and Brazil historically have focused on their
ties to Western Europe, their Pacific Coast neighbours quickly grasped
this major shift in world geoeconomics and saw the then somewhat sleepy
APEC as a key tool with which to latch on to it. Mexico was the first to
join, in 1991, followed by Chile in 1994 and Peru in 1999. APEC was to
blossom into a key entity which has brought together many of the world’s
largest non-European economies.

In the 1990s Latin America and the Caribbean increased its market
share of world exports from 4.5 per cent to 5.6 per cent. In so doing, two
distinct subregional patterns emerged. On the one hand, Mexico and some
Central American and Caribbean countries became increasingly inte-
grated into the manufacturing circuits of US industry, as maquiladoras
(assembly plants) moved steadily south of the Rio Grande. In South
America, on the other hand, countries made the most of their rich natu-
ral resources endowment, and products such as cereals, coffee, wood and its
derivatives and minerals such as copper, oil, tin, iron and nickel became
their main exports. The enormous demand for natural resources coming
from East Asia, a highly populated but, as a rule, natural-resources-
poor part of the world, became an obvious magnet for Latin American
commodities.

Whereas Japan had been a significant trading partner for Latin Amer-
ica for quite some time, it was only in the 1990s that China, South Korea,
Taiwan and other East Asian countries came on to the radar screens of
Latin American exporters and entrepreneurs, having by then established
themselves as key trading partners. As one study put it, “although the
Asian countries together absorb between 8 and 13 per cent of the re-
gion’s external sales, depending on whether or not Mexico is included
in the calculations, these sales are especially significant for Chile, Peru,
Ecuador, Argentina and Brazil, which sell between 8 per cent and 32
per cent of their total exports to these countries” (ECLAC, 2004: 6).

With India’s emergence as a regional-cum-global economic power — a
process that started in the 1980s but became apparent to Latin Ameri-
cans only at the turn of the century — that country became the natural
next focus, after Japan and East and Southeast Asia, of Latin America’s
“look East” policy.

The reasons, then, for Latin America to put India on the front burner
of its foreign policy and international economic policy agenda have less
to do with “the spirit of Bandung” than with ‘“the spirit of Canciin” —
the site of the August 2003 Doha Round ministerial meeting of the
World Trade Organization (WTO), where the G-20+ was born and Brazil
and India took the lead in bringing many developing countries together
on a common agenda for agricultural issues.
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The argument here is twofold. On the one hand, in the international
division of labour, where, for good or ill, South America has emerged as
a key supplier of agricultural and mineral resources, the rapidly industri-
alizing and quickly growing Indian economy is demanding commodities
in such volumes that South American producers are sometimes not able
to keep up. In marked contrast to the already-mature Western European
and North American markets, the Indian economy is not only growing at
a high rate, but its hitherto smallish foreign trade sector (US$364 billion
in 2007) is also becoming much more sizeable (projected to reach US$500
billion in 2010), giving an additional impetus to import demand. Thus,
whereas the notion of setting up production facilities to supply the Chinese
market has already taken hold in Latin America, and many businesses
are acting accordingly, doing the same for the Indian market is only now
beginning to be considered, and Latin American businesses are thus
missing out on many extant opportunities.

Conversely, India’s increasingly diversified industry, which is moving
away from its earlier almost exclusive focus on the domestic market to
take on the international one, is finding that Latin America provides a
natural outlet for many products, from traditional ones such as textiles
and garments to newer ones such as cars, pharmaceuticals, chemicals
and IT, where Indian products are highly competitive on both quality
and price.

Competition or complementarity?

Thus, despite the distance between India and Latin America, many fac-
tors seem to be pulling the two regions together, with both having much
to gain. Yet concern has been expressed in some sectors that “‘unfair”
competition from China and India might adversely affect jobs and indus-
try across Latin America. The evidence is mixed, but one study con-
cludes that “‘since the mid-nineties there has been a rising correlation of
business cycles between LAC and the two Asian economies” (Lederman,
Olarreaga and Perry, 2006: 8). That is, far from hampering Latin
America’s growth, the rise of China and India has had a largely positive
impact.

The current boom that the region, poised in 2008 for its sixth consecu-
tive year of growth, is enjoying is partly related to the upswing in com-
modity prices. South America is one of the richest regions in the world
in terms of natural resources — only the Middle East and North Africa
have a higher, largely oil-based, natural resources index — and both
China, “the world’s factory”, and India, ““the world’s service centre”,
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are gobbling up natural resources at an incredibly fast rate. Indeed, over
the past 15 years their share of world consumption of many commodities
has doubled, reaching a total of as much as 25 per cent in some cases. As
one recent study puts it:

China is Chile’s second largest export market [it has now become its first]; for
example, China imports one fifth of its copper and 45 per cent of its wine and
grapes from Chile. Brazil alone provides some 45 per cent of China’s soybean
imports, with another 23 per cent of soy products coming from Argentina.
In 2005, 80 per cent of fish meal came from Peru and from Chile. (Arnson,
2008: 1)

For countries like Chile, Peru and Argentina, exports to China repre-
sent between 10 and 12 per cent of total exports, in some cases up from
less than 1 per cent in 1990. Mexico and Central America, with export
profiles more oriented towards manufacturing, are in a different situa-
tion, in which competition with Chinese products, in particular, is quite
real. In fact, China recently replaced Mexico as the second-largest ex-
porter (after Canada) to the United States. On the other hand, Chinese
investment in Mexico is huge, reaching US$28 billion in 2004.

In short, the complementarity of the Chinese and Indian economies
with those of South America is quite straightforward, with the latter pro-
ducing many of the commodities and raw materials the former need to
sustain their 8-10 per cent growth rates, and South American markets
providing a ready-made outlet for Chinese and Indian manufactured
goods, services and IT. In the cases of Mexico and Central America, the
challenge is to tap into the FDI and innovation possibilities that China
and India are offering to spur their own growth.

In both cases, however, the policy implications are clear. The steady
economic growth at high rates of the two most populated countries on
earth over the past quarter of a century has given a considerable impetus
to the economies of a number of Latin American countries, especially
since 1990, in terms of export volumes and international commodity
prices. The all-time-high price of copper (which in early 2008 reached
US$4 a pound, four times what it was in 2004) is but one example, with
the contribution of China and India to the growth in world demand for
“red gold” totalling 25 per cent over the 1990-2004 period, and even
more since then (World Bank, 2006).

One concern, however, is that this heightened demand for Latin
America’s natural resources could have the negative effect of “locking
in”’ the region into the production of commodities, as opposed to prod-
ucts (including manufactures) with greater added value. In that sense,
the irruption of China and India as global economic players could actu-
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ally harm Latin America by standing in the way of its industrialization
(see Phillips in this volume). This argument, however, should be exam-
ined at various levels. First, as mentioned above, the growing Chinese
and Indian demand for commodities has increased volumes of trade be-
tween these countries and Latin America, which has helped the region
maintain a positive balance of trade over the past few years. Second,
the steadily rising demand for raw materials is also leading to higher pri-
ces for them, thus generating an additional benefit for Latin American
producers. Third, the growth of key Asian markets has allowed Latin
America to diversify its exports away from traditional markets in North
America and Western Europe — in 2007, 40 per cent of Chile’s exports
went to Asia, with China displacing the United States as Chile’s number
one export market and India displacing Germany as its number 10.°

Thus it is difficult to sustain the notion that, somewhat perversely,
these trends are harmful to Latin America “‘in the long run”. In fact, the
considerably increased volumes and prices of a number of key exports as
a result of the growth of China and India have meant a foreign exchange
bonanza for Latin American countries, allowing them to pay off their
debt, increase their reserves and, in some cases, lay the seeds for an even-
tual “sovereign wealth fund”.® Some countries have managed this unex-
pected wealth better than others; yet these resources, if wisely invested in
infrastructure, innovation and industrial policies, could well lay the foun-
dations of a second phase of export development, one that adds more
value to these commodities and generates more jobs. Whether or not
that happens — and the reluctance among Latin American finance minis-
ters to do anything that smacks of “industrial policy”” and “‘picking win-
ners” might stand in the way of any programme along those lines — to
blame China and India for these trends would mean jumping several
links in the causality chain.

On the other hand, there is no reason why Latin American countries
could not aim at increasing their own share of manufactured products
exported to China and India. Thus, whereas China imports a larger share
of commodities from Latin America than from ASEAN (Association of
Southeast Asian Nations) (13.3 per cent versus 9.0 per cent), the reverse
is true for manufactured products based on natural resources imported
from ASEAN (15.6 per cent versus 7.8 per cent), which indicates there
is considerable room for the growth of exports of more value-added
products from the region. India, for its part, sources a larger share of its
commodities from ASEAN (16.1 per cent) than from Latin America (6.8
per cent), and the gap between manufactured products based on natural
resources imported from ASEAN (14.5 per cent) and those from Latin
America (3.9 per cent) is larger than in the case of China. This seems to
offer quite a bit of room for the expansion of Indo-Latin American trade
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(Lederman, Olarreaga and Perry, 2006). Indeed, such trade is growing
very quickly (although from much a lower level than that with China),
having more than tripled from US$3 billion in 2003 to some US$11 bil-
lion in 2007. This volume, while much lower than the US$100 billion in
Sino-Latin American trade in 2007, equals the level of that trade in 2000
— meaning that the volume of Latin America’s trade with India is only
seven years behind that with China, by no means an insurmountable gap.

Brazil and India: Joining forces on the world stage

If the economic complementarity of Latin America and India is clear, are
there reasons to expect greater political cooperation between the two,
despite their distance apart and their very different security and foreign
policy concerns?

An interesting case is provided by the growing links between Brazil
and India. A 2003 Goldman Sachs study (Wilson and Purushothaman,
2003), coining the term BRIC - for Brazil, Russia, India and China, pro-
jecting that, because of their sheer territorial and population size among
other factors, they would be the leading economies of the twenty-first
century — put Brazil and India in a very different category than the one
many observers had perceived them to be in until then. Russia, of course,
cannot very well be placed in the South, and China always stands some-
what apart. Brazil and India, however, have taken on with great verve
the role of leading the New South — that is, the post—Cold War develop-
ing world, which finds itself trying to sort out the twin challenges of glob-
alization and regionalization.” This effort has expressed itself in several
initiatives, most prominently IBSA and the G-20+.

IBSA, which has received little attention in the North, brings together
India, Brazil and South Africa — three key actors in Asia, Latin America
and Africa — to develop a common agenda and share matters of common
concern. The project was originally mooted by South African President
Thabo Mbeki in January 2003, and has since evolved into a significant tri-
lateral dialogue among key Southern countries (see FRIDE, 2007; John
de Sousa, 2008). IBSA was initially greeted with considerable scepticism
in many quarters as just another short-lived developing country ‘“talk
shop”. Crystallized for the first time at a foreign affairs ministers’ meeting
in Brasilia in June 2003, IBSA focused originally on UN Security Council
reform and the Doha Round WTO negotiations. Over the years since
then it has institutionalized itself, moving from regular ministerial meet-
ings to presidential summits, paying considerable attention to ‘“hard”
matters such as trade and transportation and generating quite an ambi-
tious agenda. In the words of Indian Prime Minister Manmohan Singh,
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Key entities Size Strategy Priority = Economic position
Third NAM, G-77  Large Defensive Aid Weak
world
New South IBSA, G-20+ Small Proactive rule-maker Trade Strong

Figure 6.2 From third world to New South
Source: Author’s elaboration.

“IBSA is a unique model of transnational cooperation based on a
common political identity. Our three countries come from three different
continents, but share similar world views and aspirations” (quoted in
FRIDE, 2007: 2). The three summits held so far — Brasilia, September
2006, Pretoria, October 2007, and New Delhi, October 2008 — have been
critical in signalling support at the highest level for a project viewed with
distrust not only in the North but also within sectors of the bureaucracies
of the three participating countries.

As Figure 6.2 indicates, IBSA also signals the transition from the Old
(“third world”’) South, based on large, somewhat unwieldy entities whose
central platform was the demand for greater international aid and coop-
eration, to the New South, anchored in smaller but more focused bodies.
The former spoke from weakness, the latter from strength — undergirded
by the increasing economic weight of its members. The former wanted
aid, the latter simply trade. The former thrived on confrontation, the lat-
ter on negotiation.

In this regard, the commonalities that are brought to the table by the
IBSA members are worth noting. These are all democratic nations, with
multi-ethnic and multicultural populations and long traditions of dialogue
and peaceful conflict resolution. And it is by no means a coincidence that
this group should have emerged when it did, precisely at a time when a
rearranging of the rules of world order is being demanded, both at the
United Nations and at the international financial institutions.

Significant differences exist among India, Brazil and South Africa.
India is an emerging global player, a nuclear power with outer-space
capabilities and the second-largest population on earth. Neither Brazil
nor South Africa finds itself in these categories — although they occasion-
ally foray into global issues, they are largely middle powers that play
leading roles in their respective regions. Nonetheless, all three are com-
mitted to multilateralism and the rule of international law. This is re-
flected in UN peacekeeping, where India is the country that historically
has committed the largest number of troops (some 70,000 so far), and
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where Brazil (in Haiti) and South Africa (in Central Africa) lately have
taken on this role in their respective regions with special enthusiasm.

The G-20+, the group that emerged after the August 2003 Doha
Round meeting in Canciun and was designed to deal with agricultural
issues within the WTO, is another case of Indo-Latin American coopera-
tion. The group, half of whose members are from Latin America, is led
by Brazil and India. Despite their divergent interests in the agricultural
negotiations — Brazil takes an assertive position, keen to have greater
access to international markets, whereas India’s stance is defensive and
protectionist — they have managed to maintain a common front vis-a-vis
the demands of the United States and the European Union, and have
brought a degree of technical capability and command of the issues to the
negotiations that developing nations had rarely shown in previous inter-
national trade rounds.

Chile and India: Economics in command?

If partnerships between countries such as India and Brazil are in many
ways ‘“‘natural”, the degree to which rewarding and mutually beneficial
relations can be developed between India and smaller Latin American
countries seems to be an open question, given their obvious differences
in size.

Chile, the quintessential Latin American “middle power”, provides
a good reference point, and a look at how economic links with India
have evolved should illuminate broader issues on emerging trends in
Indo-Latin American relations. No country on earth is further away
from India than Chile, yet Chile exports more to India than any other
Latin American country, to the tune of US$2.2 billion in 2007 — for its
part, India traded more with Chile (US$2.5 billion) that year than with
either Pakistan or Bangladesh.® Chile, in that sense, reflects well both
the enormous opportunities that India’s emergence as an economic
powerhouse presents and the challenges it entails.

As table 6.1 shows, Chilean exports to India have increased exponen-
tially over the past decade, and especially over the past five years, when
they rose almost 10-fold from US$230 million in 2003 to US$2.2 billion in
2007. This has also meant a growing trade surplus for Chile, one that
increased from US$151 million in 2003 to US$2 billion in 2007. Since
copper — the price of which tripled from 2003 to 2007 — accounts for most
of the increase, it would be easy to dismiss Chile’s trade surplus as a fluke
or one-time occurrence, caused simply by favourable terms of trade. But
that would be a mistake. Part of the reason copper prices have risen, of
course, is rising demand from China and India, and as the two Asian
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Table 6.1 Bilateral trade between Chile and India (US$ million)

Year Chilean exports Chilean imports Trade difference Total trade

1997 74.4 66.0 8.3 140.5
1998 50.1 66.8 —16.7 116.9
1999 99.3 55.1 442 154.4
2000 124.5 70.1 54.3 194.6
2001 117.8 75.2 42.5 193.0
2002 179.7 82.1 97.6 261.8
2003 222.3 70.5 151.8 292.8
2004 426.1 100.1 326.0 526.2
2005 493.1 134.6 358.5 627.7
2006 1,727.7 164.5 1,563.2 1,892.2
2007 2,221.5 207.7 2,013.8 2,429.2

Source: Data from www.direcon.cl.

Table 6.2 Chile-India trade, 1991-2007 (USS$)

Number of
exported
Copper Non-copper Copper Non-copper products

US$ million %
1991 7.6 0.3 95.79 4.21 5
1992 9.0 6.6 57.88 42.12 8
1993 134 6.6 61.78 38.22 25
1994 51.4 11.2 81.49 18.51 19
1995 77.5 7.6 91.06 8.94 21
1996 81.3 13.6 85.71 14.29 23
1997 65.8 8.1 89.09 10.91 26
1998 23.7 9.6 82.25 17.75 20
1999 87.6 13.2 86.90 13.10 30
2000 115.0 9.5 92.38 7.62 35
2001 108.0 9.8 91.71 8.29 32
2002 160.3 19.4 89.20 10.80 83
2003 192.7 29.6 86.68 13.32 70
2004 395.5 30.5 92.84 7.16 88
2005 447 .4 45.6 90.75 9.25 93
2006 1,676.6 51.1 97.04 2.96 103
2007 2,102.2 109.3 95.06 4.94 134

Source: Data from www.direcon.cl.

giants continue to industrialize and develop their infrastructure, their de-
mand for commodities and metals, including copper, is likely to continue
unabated. Yet Chilean exports of copper to India have risen much faster
than for the rest of Chile’s leading export markets (see table 6.2) — so
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much so that, between 1996 and 2006, India jumped from being Chile’s
twenty-fifth-largest export market to being its eleventh largest, and in
2007 displaced Germany in tenth spot.

This enormous increase in Chilean exports and the high trade surplus
the country has been running with India might reasonably have led to
concerns about a negative Indian reaction and the consequent introduc-
tion of tariffs or non-tariff barriers to Chilean exports. In fact, quite the
opposite has been the case: on 8 March 2006 India signed a preferential
trade agreement with Chile, the first with any Latin American country,
which took effect in August 2007 (see Heine, 2007).

On the other hand, the degree to which copper became such an over-
whelmingly dominant product within Chile’s export basket to India (up to
97 per cent of the value of all exports in 2006, from 86 per cent in 2003)
raises the obvious question, mentioned above, about the potentially neg-
ative impact of India’s demand for South American commodities and raw
materials. To what extent does it condemn South American nations to a
“third world-first world”’ relationship — where there are substantial differ-
ences in the size, strength, intent and desire of the parties involved (see
fig. 6.2) — with India, in which the latter sells manufactured and interme-
diate products in return for basic commodities with little or no value
added?

Again, what is interesting to note here is that, although copper has
been the driving force behind Chile’s exports to India, this does not
mean that other products are absent. While the numbers are still small,
non-copper exports have also grown (from a little under US$10 million
in 2001 to US$51 million in 2006) from a very limited basket of 32 prod-
ucts to a still-limited but more respectable one of 103. Far from crowding
out other exports, therefore, the steep increase in Chilean copper exports
to India has gone hand in hand with that of other products, including
such perishable ones as fresh fruit, of which Chile contributed around a
third of India’s total imports of US$25 million in 2007.

The complementarity of the Chilean and Indian economies, however,
is not limited to trade; it is also reflected in investment flows. Chile’s In-
novation Council has identified business process outsourcing (BPO) and
knowledge process outsourcing (KPO) as priority areas to be actively
promoted, and the Indian IT industry has been receptive. Tata Consult-
ing Service, India’s largest IT company, bought Chilean BPO Cromi-
crom in 2005 and now has a total of 2,000 employees in Chile, servicing
Chilean and regional markets; Evalueserve, another Indian IT company,
albeit one doing KPO, also set up shop in Chile in 2006 to do ‘‘near-
shoring” — that is, providing services to US clients in real time, taking
advantage of the fact that Chile is on Eastern Standard Time.
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Thus although the driving force of the tremendous increase in Indo-
Latin American economic relations over the past few years has been
India’s demand for raw materials and commodities — oil, iron, soya
and copper, among others — and the need to sell its own manufactured
products — cars, chemicals, pharmaceuticals, garments and textiles, to
name a few — one cannot reduce trade and investment between India
and Latin America to that pattern and conclude that it can provide only
further impetus to Latin America’s ‘““‘deindustrialization”. A passive,
complacent attitude on the part of Latin American governments and
businesses certainly could lead to such an outcome. But if, on the con-
trary, a proactive, assertive policy to make the most of the opportunities
that India offers is pursued, the results could be very different, as the case
of Chile clearly shows.

Conclusion

The rise of the Asian giants has been a defining factor of the first dec-
ade of the twenty-first century, changing both its geopolitics and, even
more so, its geoeconomics. For Latin America, and especially for South
America, this has had a number of effects. First, it has increased the de-
mand for Latin American exports, particularly of commodities, which
have risen dramatically. Second, it has contributed to a rise in prices of
the region’s leading exports, thus benefiting it even further. Third, it has
allowed the region to diversify its export markets, traditionally confined
to the United States and Western Europe. Fourth, it has widened the re-
gion’s foreign policy options.

A body of literature has arisen on the implications of growing Sino-
Latin American links, which are of longer duration and greater sig-
nificance than Indo-Latin American ties. Yet little analysis has been
undertaken of the latter, with many commentators tending to conflate
the effects of the rises of China and India for the region. This can be
explained by the sheer magnitude of the trade figures between China
and Latin America. The time has come, though, to stop treating China
and India for these purposes as “Chindia”, as it were, and instead to ex-
amine the significance for Latin America of India on its own. Although
the land of Gandhi shares a number of attributes with that of Mao, there
are also some significant differences between the two.

Given India’s somewhat lower growth rate than China’s, much atten-
tion has been paid to the disparities in the value of their respective ex-
ports and FDI, the implication being that these constitute some sort of
qualitative difference, with India in the role of China’s ““poor relation”,
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as it were. Yet this view is quite short-sighted. On both fronts, despite the
somewhat different economic models that both “‘giants’ follow, India is
catching up.® On the other hand, India is a democracy, with a vibrant
civil society, a free press and institutions, both political and financial,
that guarantee a degree of stability and predictability one can hardly ex-
pect in more closed societies. For economic purposes, India’s economy is
driven by the private sector, which means that its investment decisions
are made mainly by private companies strictly for business motives.
Though long oriented largely towards the domestic market, Indian com-
panies are now taking on the world market, including Latin America.

Indian leaders, less flamboyant than their Chinese counterparts, have
undertaken nothing as spectacular as Chinese President Hu Jintao’s
November 2004 visit to Chile, Argentina, Brazil and Cuba, in which he
promised US$100 billion worth of Chinese investments in the region in
the course of the coming years — though little has since materialized.
Nonetheless, Indian companies such as Essar, Bajaj Motors, Reliance,
TCS, Jindal Steel and Power and others have been quietly scouting the
region for opportunities and, in many cases, moving forward with signifi-
cant investment projects.*?

For Latin America, India offers not just a huge export market but also
a potentially significant source of FDI and technology transfer; it also
provides a way for Latin America to diversify its foreign policy options.
Brazil, better than any other country in the region, has grasped that
point, and the result has been its involvement in IBSA, the G-20+ and,
to some degree, the G-4. For India, on the other hand, Latin America rep-
resents both a source of the raw materials it so badly needs and a market
for its manufactured products, some of which would be rather difficult to
place in Northern markets. Importantly, however, Latin America also
represents a platform on which India can display its newly found global
role as it frees itself from the shackles that, until the early 1990s, had pre-
vented it from taking on the international responsibilities expected of a
country of its size and historical trajectory.

Notes

. See Jindal Steel and Power press releases, 2 June 2006, 19 July 2007.

. The Economist makes such comparisons regularly.

. This section draws heavily on Heine (2005).

. I am indebted to Ambassador Shankar Bajpai, chairman of the Delhi Policy Group and
one of India’s foremost foreign policy thinkers, for this expression. For some of his
reflections on India’s changing role, see Bajpai (2006).

5. For a detailed breakdown of Chile’s trade figures see www.direcon.cl, the official web-

site of the Chilean Foreign Ministry Directorate of International Economic Relations.
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6. In early 2008 Chile had some US$20 billion in accumulated reserves deposited in vari-
ous accounts in New York and was taking steps towards the formal establishment of a
sovereign wealth fund. It is estimated that these reserves should reach US$30 billion by
the end of 2008. Chile’s fiscal surplus was 4.5 per cent of GDP in 2007.

7. Not surprisingly, President Luiz Inacio Lula da Silva is the only Latin American presi-
dent ever to have visited India twice, first in January 2004 (when he was chief guest at
India’s Republic Day celebrations) and again in June 2007, during his second term. In
turn, Indian Prime Minister Manmohan Singh’s only official bilateral visit to Latin
America during his term in office so far (2004-2008) was to Brazil, in September 2006,
though he later visited Havana for the XIV Non-Aligned Summit that same month. The
other Latin American presidents to visit India between 2003 and 2008 are Ricardo
Lagos of Chile (January 2005), Hugo Chavez of Venezuela (March 2005) and Felipe
Calderén of Mexico (September 2007).

8. All figures used here are from www.direcon.cl.

9. Indian exports increased from 7 per cent of GDP in 1990 to 21 per cent of GDP in 2005;
this is very similar to the Chinese case, where exports increased from 6 per cent to 21
per cent of GDP in the first 15 years of reforms. I am indebted for this point to my col-
league at the Centre for International Governance Innovation, Manmohan Agarwal.

10. One should mention, however, the Latin American tour undertaken in April 2008 by
President Pratibha Patil, India’s first female head of state, in which she visited Chile,
Brazil and Mexico accompanied by a significant business delegation. As a measure of
the growing ties between India and Latin America, 17 permanent missions from Latin
America and the Caribbean were to be found in New Delhi in April 2008, up from 12
in 2003. So far, missions have been established by Argentina, Brazil, Chile, Colombia,
Costa Rica, Cuba, the Dominican Republic, Ecuador, El Salvador, Guyana, Mexico,
Panama, Paraguay, Peru, Suriname, Trinidad and Tobago, Uruguay and Venezuela. By
way of comparison, only 13 Latin American and Caribbean permanent missions were to
be found in Moscow in 2006.
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Repositioning the Commonwealth
Caribbean

Anthony J. Payne

The Commonwealth Caribbean’s current crisis of development is perhaps
the gravest it has faced in the post-independence era. The crisis has been
generated by the region’s failure to establish for itself a viable role within
the wider context of the contemporary neoliberal globalization of the
world economy. The Caribbean is actually no stranger to globalization.
It has had a long and direct relationship with the modern world economy,
and its distinctive characteristics as a region derive in large part from the
extent, intensity, velocity and impact of its interactions with the core
countries of the world system over the past 500 years.

The most recent period has been debilitating. Over the past 20 years or
so, neoliberalism has come to shape both the practice and the theory of
Commonwealth Caribbean development, rendering the former largely
acquiescent in the face of powerful external forces and the latter predom-
inantly defensive and compromising in the face of similar powerful exter-
nal arguments and ideologies. That said, the development debate in the
region has not been extinguished entirely. It has been kept alive largely
by what one might call the técnicos of the Commonwealth Caribbean —
principally either professional policy-makers working for national govern-
ments or regional organizations or politicians offering themselves to their
electorates on the basis of their managerial competence rather than the
sheer inspiration of their leadership. They have been industrious and
imaginative, but they have not shaped a new paradigm. By definition, téc-
nicos work within the established political parameters of an era, and
globalization has meant that these continue to be set outside the region.

Which way Latin America? Hemispheric politics meets globalization, Cooper and Heine,
eds, United Nations University Press, 2009, ISBN 978-92-808-1172-8
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The context here is that, by the late 1990s, the stark neoliberal certain-
ties of the previous decade had come to be replaced in Washington by
the so-called post—Washington Consensus (PWC) (Broad and Kavanagh,
1999; Fine, 2001; Payne, 2005). Prompted by their sense that the rapid
spread of globalization was generating its own instabilities and a period
of consolidation was required, several key global thinkers sought to add
a number of new ideas to the core of the original Washington Consensus
in a series of attempts to rescue it from its own inadequacies. These new
ideas were various, but included at different times and in different hands
an awareness of the role of social capital in economic performance, pro-
motion of the concept of ““good governance”, the partial rehabilitation of
the state (albeit the “lean and mean” state of neoliberal provenance) and
the strengthening of regional and global institutions. In a nutshell, the
PWC was an attempt to legitimize globalization by mitigating some of its
worst excesses. Its colour was thus paler than that of its predecessor, its
tone more muted, its generalities perhaps worthier; but it was still recog-
nizably neoliberal at root, and much of the old orthodoxy was still pres-
ent. It was also still firmly rooted in Washington, especially in the World
Bank. Within the Commonwealth Caribbean, this new global consensus
became the intellectual framework within which leading técnicos endeav-
oured to adjust the region’s relationship with globalization. In particular,
it shaped the main contours of the three major policy debates about de-
velopment that were conducted in the region between the mid-1990s and
the mid-2000s.

The first of these debates concerned the case for closer Caribbean inte-
gration, and elaborated on the longstanding regional formula of simulta-
neous “deepening” and ““‘widening”. Some of the thinking on the strategy
of “deepening” sought to address past failures and focused primarily
upon ways of delivering the renewed commitment of the Caribbean
Community (CARICOM), post-1989, to the establishment of a single
internal market and a single external tariff. Other continuing agendas in-
cluded the idea of a common currency, improved regional air and sea
transport, easier intra-regional capital movement, a regional judicial ser-
vice and the establishment of an assembly of Commonwealth Caribbean
parliamentarians. It cannot be said that these projects were conceptual-
ized in new or exciting ways, but this did not mean that the proposals
themselves were not sensible enough. The question of “widening” arose
because some questioned whether even the CARICOM grouping of
countries was too small to meet the challenges of a fast-changing global
economy. This perception had led to the creation in 1994 of a new body,
the Association of Caribbean States, composed of the 25 states of the
wider Caribbean Basin. The association, however, was set up with too
few resources and too weak an institutional base to make a significant
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impact on regional policy-making. Its contribution, at best, has been to
remind a frequently insular Commonwealth Caribbean that it shares a
sea and many common problems with others, and that joint policy plat-
forms, in principle, can be agreed across the basin as a whole.

The second debate centred upon the notion of “‘strategic global reposi-
tioning” (SGR), a phrase coined by Richard Bernal, Jamaican ambassa-
dor to the United States during most of the 1990s. He advanced this
concept in a series of presentations from 1996 onwards, defining it as:

a process of repositioning a country in the global economy and world affairs by
implementing a strategic medium to long term plan formulated from continu-
ous dialogue of the public service, private sector, academic community and the
social sector. It involves proactive structural and institutional transformation
(not adjustment) focused on improvement and diversification of exports and in-
ternational economic and political relations. Achieving SGR requires changes
in both internal and external relations. (Bernal, 2000: 311)

A lot was packed into this formulation — perhaps too much. Bernal had
a set of ideas that underpinned SGR, but tailored his emphasis according
to the focus of the audience he was addressing. Essentially, the strategy
was to effect an accommodation with globalization in order to realize
the opportunities the process was deemed to offer. It required disparate
and demanding actions: abandoning the traditional mindset; diversifying
exports; adjusting proactively; improving human resources; supplement-
ing the skills pool with overseas nationals; developing strategic corporate
alliances; creating a business-facilitating environment; improving physical
infrastructure; modernizing international marketing; and garnering capi-
tal, technology and skills (Bernal, 1996: 7-14). Although SGR obviously
assigned a vital role to a dynamic private sector, it also envisaged an im-
portant redefinition of the capacity and purpose of the Caribbean state,
with a view to making it more ‘“‘effective’” and generally bringing it into
line with the “good governance” modalities of the PWC. The concept of
SGR unquestionably struck a chord with mainstream Commonwealth
Caribbean political leaders and was widely embraced, especially by Owen
Arthur (1996, 1999), the prime minister of Barbados, who gave it voice in
a number of forceful speeches delivered in the latter part of the 1990s.

The third debate extended beyond the region and explored the associ-
ated notions of smallness and vulnerability as defining features of the
policy predicament not only of the Commonwealth Caribbean but of other
similarly placed countries, too. These arguments were first raised in 1997
in a study prepared by the Commonwealth Secretariat. Subsequently,
they were taken forward in an academic direction by efforts to devise a
composite vulnerability index that measured and ranked countries ac-
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cording to their vulnerability, and in a policy direction by the work of a
Commonwealth Secretariat/World Bank joint task force that reported in
2000. The Commonwealth Caribbean técnico community followed these
discussions closely and, indeed, contributed to them. The policy objective
to which they gave rise was the notion that small, vulnerable countries
should be granted “‘special and differential treatment” in all their deal-
ings with the international community, especially in relation to aid and
trade.

Some fundamental problems emerged, however, to confront this dis-
course (Sutton, 2000). The composite vulnerability index was generally,
although not completely, persuasive in revealing the vulnerabilities of
small Commonwealth Caribbean and similar countries (Atkins, Mazzi
and Easter, 2000). However, that was not enough to overcome the politi-
cal obstacles that existed among external donors and within international
organizations to the idea of treating more favourably countries that were
not among the poorest in the world. By the same token, the joint task
force did not support the view that the special characteristics of small
states were sufficiently distinctive or disadvantageous to merit the cre-
ation of a new “country category” (Commonwealth Secretariat/World
Bank Joint Task Force on Small States, 2000). The report thus fell back
upon the itemization of measures that small, vulnerable countries could
and should undertake to help themselves. The result has been that the
concept of “special and differential treatment” has come to the fore and
been widely adopted by Commonwealth Caribbean and other small
states in their pleas to various international forums without the evidential
case for the campaign ever quite winning the acceptance of sceptics, let
alone opponents.

As I have indicated, these various contributions to the ongoing discus-
sion of Commonwealth Caribbean development sought to feed off and, of
course, enter the wider global policy debate. It is notable, however, that
for a long period the global community evinced little apparent concern
about the anxieties that existed in the Commonwealth Caribbean about
the region’s potential marginalization within the context of globalization.
That attitude changed only in early 2005, when the World Bank pub-
lished two major studies of the region. One was a massive and detailed
empirical account of the economic challenges facing the region (World
Bank, 2005b); the companion piece focuses on the even-smaller countries
grouped together within the Organization of Eastern Caribbean States
(World Bank, 2005a).

Although the many recommendations in the two reports are too wide-
ranging to be summarized succinctly, the Bank’s broad message is stark
and unconcealed: the abiding impression of the region’s economy is
“one of under-fulfilled potential and concern for the sustainability of
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past accomplishments”. Key phrases include ‘“‘Formidable challenges lie
ahead” and ““So it cannot be business-as-usual”. The Bank sees no future
in agriculture for export and only a limited future for industry. Economic
growth depends on competitiveness, which means services, notably infor-
mation and communication technology (ICT) enabled products and ser-
vices, offshore education, health services and niche education. The route
to a viable services-based economy, according to the Bank, necessitates
“a pro-active approach”, comprising ‘“‘greater integration within the
CARICOM region”, “an orderly dismantling of preferences in return
for increased financial and technical support”, “improving the investment
climate”, ““‘making the public sector more cost-effective” and “‘improving
the quality and effectiveness of human resources” (World Bank, 2005a,
2005b).

These familiar precepts of neoliberalism drive the two World Bank re-
ports, highlighting again and again the sheer extent of the security of the
authors “in their ‘paradigm’”’, as well as the harsh fact that the Bank, in
effect, was seeking to impose a ‘‘one-size-fits-all” model” on the region
(Sutton, 2006b: 60). What is more, if the bibliography and the various
studies that accompany the reports are to be believed, the World Bank
proceeded in substantial ignorance of the plethora of other work done
on the Caribbean development problem by the region’s own técnicos —
at least, the two studies cite very little of it. In a telling comment deliv-
ered to a meeting of the Caribbean Development Forum in Barbados in
June 2005, Clive Thomas (2005), a leading academic from the University
of the West Indies (UWI), argued that the World Bank reports betray a
failure by their authors ‘‘to pay proper and respectful regard to the insti-
tutional memory of the region’s discourses on economic matters’.

Nevertheless, what emerges strongly from this brief survey of recent
thinking about the development of the Commonwealth Caribbean is a
broad argument about the need for a “‘repositioning” within globaliza-
tion. All positions in the debate acknowledge this, albeit with different
emphases, but none explores it fully and satisfactorily: they do not sen-
sitively balance the specific realities of the Commonwealth Caribbean
region — and the extensive debate about them that has unfolded within
the region — with the significance of global political and economic trends
and the attendant debate about these trends that has been generated
within the global policy community. The closest approximation to such
an analysis is Bernal’s notion of ‘‘strategic global repositioning”. But —
perfectly understandably, given his quasi-political role and considerable
public responsibilities — Bernal has not been able to unpack precisely
enough the welter of arguments he has woven together around SGR.
These arguments can helpfully be separated into three connected agen-
das that relate, in turn, to competitiveness, diplomacy and governance.
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The SGR agenda
Competitiveness

The Caribbean has a long history of engagement with competition issues,
stretching back as far as sugar, slavery and mercantilism, all of which
were invoked in the ‘“‘pure plantation economy era” as either essential
for prosperity or a significant constraint on it. The existence of a contem-
porary debate on what to produce, how to produce it and how to trade it
is nothing new, and serves as an uncomfortable reminder to the region
that progress and transformation are slow and the past weighs heavily
on the present. Bernal (2002: 26-27) neatly captured this in the title of
his keynote address to a private sector summit on competitiveness: ‘“The
Future Is Not What It Was for the Caribbean”. In this talk, he argued for
the “imperative for change” to ‘“‘consolidate and improve existing pro-
duction lines while reorienting the economy towards new types of eco-
nomic activities for both the national and global markets”. A brief audit
of key sectors of the Commonwealth Caribbean economy in relation to
current and anticipated competitiveness reveals the kinds of difficulties
to which Bernal referred.

It is now widely recognized, for example, that the future for most
extra-regional export agricultural products, notably sugar and bananas, is
bleak in the extreme. Minerals are buoyant only in Trinidad and Tobago,
with its booming oil and gas sector (Pantin and Hosein, 2004: 180); by
comparison, the bauxite/alumina industry has lost the importance it for-
merly had in Jamaica, although it remains significant, and is struggling in
Guyana. Industry, once considered the key to the region’s development,
has not met expectations, with its share of regional gross domestic prod-
uct (GDP) dropping from 38 per cent in the 1960s to 25 per cent in the
1990s. Services have thus been the most important driver of growth
in the Caribbean in the past 40 or so years, and now account for 62 per
cent of regional GDP. Yet in this sphere, too, there are problems:
tourism offers an increasingly ‘“mature” product in an ever more price-
competitive global market, while the financial services sector, although
well established in countries that were early entrants to the business,
does not have much capacity to spread to new sites given the recent en-
actment of onerous new international standards and regulations.

The future prosperity of the region thus depends on the successful
development of new services. The report of the Caribbean Trade and
Adjustment Group (2001) recommends information, entertainment and
health export services, while the World Bank (2005b) highlights ICT-
enabled products and services, offshore education and health services.
Critical to such prospects is a cheap and efficient telecommunications
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sector, which has been undergoing modernization in recent years, including
the introduction of more competition. Also of key importance are highly
educated and well-trained human resources, which, at one level, the
Commonwealth Caribbean seems well placed to provide, since access to
education is better in the region than in most parts of the non-industrialized
world. In rankings that measure years of schooling, however, the average
ranking for Caribbean countries has fallen from forty-seventh place out
of 92 countries in 1970 to fifty-second in 2000 (ibid.: para. 63), and there
is a problem with school completion rates. The pass rates for mathemat-
ics and English in the Caribbean Examinations Council secondary exami-
nations remain very low, and the proportion of the population in tertiary
education, at 15 per cent in 2000, is below the Latin American average of
24 per cent (ibid.: paras 64-65).

There is manifestly a great deal to be done, including substantial struc-
tural transformation, before the Commonwealth Caribbean can be said
to be “competitive” in global terms. The required mix of policies in-
cludes macroeconomic rigour, big changes in private sector practices
(Wint, 2004), astute trade policy decisions and serious investment in ICT
(infoDev, 2005). The magnitude of the task is well understood in the re-
gion, but whether the leadership and the vision are there, and in com-
mon, to carry it through is a more open question. The official discussion
on competitiveness has largely been technical and from the top down, but
what is clear is that the massive improvement needed can be achieved
only if there are sweeping and costly changes in the domestic economy,
supported by matching regional and international actions. There needs
to be widespread understanding and support for such an imperative,
which, at a minimum, suggests a competitiveness policy (and, by exten-
sion, a development policy) that goes well beyond technical fixes.

Diplomacy

The question of how to conduct external relations in an era of sweeping
and fundamental changes within the world order has preoccupied the
Commonwealth Caribbean for at least the past 15 years, and has gradu-
ally generated a greater realization of the importance of the role that
effective diplomacy must play in the region’s overall development strat-
egy. Cedric Grant (2000) described how CARICOM’s leaders, alarmed
by the build-up in the early 1990s of an array of different trade negotiat-
ing arenas, moved in a series of uncertain ad hoc steps to establish, first,
an informal interlocutory group of heads of government, and then a more
formal Prime Ministerial Subcommittee on External Negotiations. In
1997 a new institution, the Caribbean Regional Negotiating Machinery
(RNM), was established to handle these various interlinked negotiations.
The heads of government took the view that the region’s existing means
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of “foreign policy coordination” within CARICOM required reinforce-
ment, and accordingly conceived of the RNM as a kind of special project
that would be endowed with a limited lifespan coterminous with the
length of the various negotiations and would operate in subsidiary fash-
ion within the domain of the existing Caribbean Community Secretariat.

Appointed as the RNM’s first head was the influential figure of Shri-
dath Ramphal, former Commonwealth secretary-general. He imposed
his own considerable persona on the design of the RNM, which thence-
forth worked in distinctive, and often provocative, style to push the re-
gion’s leaders to adopt proactive, rather than conventionally reactive,
approaches to the prospect of change in the international trading regime
(Ramphal, 1997a, 1997b, 1998). Although this is not the place to review
in full the RNM’s work over the past decade, the institution unquestion-
ably was given a most difficult brief, and it is not surprising that, at times,
its capacity has been fully stretched in order to cope. Ramphal stood
down as chief negotiator after the conclusion of the World Trade Organi-
zation (WTO) Ministerial Conference in Doha in November 2001 and
was replaced by Richard Bernal. Trade diplomacy continues in relation
to the Doha Round of multilateral trade negotiations, the region’s eco-
nomic partnership agreement with the European Union and a range of
bilateral agreements — although discussion of the prospective Free Trade
Area of the Americas (FTAA) has now stalled, thereby reducing at least
some of the resource problems initially posed by the simultaneity of so
many negotiations.

In a review of the organization of trade-negotiating capacity at the
Caribbean regional level, Dunlop, Szepesi and Van Hove (2004: 5) offer
the following well-judged summary:

The pooling of scarce resources and capacity at regional level appears a logical
and appealing answer for developing countries that face a multitude of trade
negotiations, but it is far from a straightforward exercise. Within most regions
economic interests among its [sic] members diverge. Setting up a system of dis-
tributing the costs and benefits of the trade liberalisation is difficult, more so for
developing country regions ... the region can only go as fast as its members, so
trade capacity support is needed at both national and regional level. The insti-
tutional set up, role and mandate of the regional negotiating machinery re-
mains a major challenge, and will evolve according to the deepening of the
regional integration process. A fine balance needs to be struck between effi-
ciency and negotiating strength on the one hand and concerns of participation
and ownership by the members on the other.

It is thus accepted that, despite the best efforts of Ramphal and others
and notwithstanding the novelty of the RNM concept, the Common-
wealth Caribbean has not fully honed the diplomatic structure it needs
to have at its disposal in the complex world of globalization. It could,
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and should, do more, but it is as well to concede one obvious truism that
cannot be managed away — namely, the fact that the Commonwealth
Caribbean is involved in negotiations with the biggest, most powerful
and most ruthless countries in the world. The United States and the
European Union regard the Doha Round as fundamental to their own
economic and political interests, and they have played their hands self-
ishly. Within the FTAA, the United States did not hesitate to use the po-
tential carrot of offering separate arrangements to particular countries
and was quite prepared at one sticky point in the talks to seek behind
the scenes to undermine Bernal’s standing with CARICOM heads of
government (Lewis, 2005: 77). Within the economic partnership agree-
ment process, the European Commission has yet to rein in the tough tac-
tics of its trade negotiators. Moreover, in all these processes, Latin
American countries are rivals much more than allies. The problem of
confronting massively disproportionate power in all their diplomatic
dealings is one that small Caribbean countries cannot escape, even when
acting collectively.

Governance

The importance of “good governance” for economic and social develop-
ment has been explored within the Commonwealth Caribbean in various
reports, conferences and academic studies over the past few years. The
main focus of attention has been whether the system of governance in-
herited at independence is any longer “fit for purpose” in maintaining
democracy, delivering development and coping with globalization. In
this debate, the opening shots were fired in a study by Patrick Emmanuel
(1993). He identified the key areas of concern as the electoral system and
relations between parliament and the executive and between the public
service and local government, and recommended ‘“‘more representative
electoral systems, more virile parliaments, less authoritarian executives,
more responsive bureaucracies and more decentralised networks of rep-
resentation and administration”. He also argued that there was “growing
evidence, especially among the large generation of youth, of alienation
from both formal and informal political institutions” and a ‘“‘feebleness
of will towards genuine change” that threatened the ‘“‘legitimacy and au-
thority of governance itself let alone any specific system of governance”
(ibid.: 108, 111), thereby raising the prospect of sudden, violent and un-
predictable change.

This has not happened, but the areas Emmanuel identified have been
the staples of much of the subsequent discussion. They resurfaced, for ex-
ample, in a paper by Selwyn Ryan (1996) for the UN Development Pro-
gramme, where he identifies as major threats to “good governance” in
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the region, inter alia, a “‘spoils system’ in which the winners of elections
monopolize all the perks of office, a parliamentary system in which ac-
countability and controls are weak and a judicial system that is finding it
difficult to deal with increases in crime, corruption and drug taking. Ryan
(1999) further developed these observations a few years later in a mono-
graph in which he considers the experience of government in most Com-
monwealth Caribbean countries and reflects on the need to reform the
Westminster system as the model of governance. Ryan points to failing
political parties, bureaucracies under stress, judicial systems in crisis and
the erosion of the “culture of civil discourse’ as undermining the political
system and leading to increasing apathy, anomie and violence. These
problems are compounded, in his view, by other region-wide practices of
the political élite; chief among them authoritarian leadership styles,
adversarial politics (political and ethnic tribalism), the cultivation of po-
litical patronage and the encouragement of zero-sum attitudes in govern-
ment in which “winner takes all”.

At the same time, a sense of proportion needs to accompany this anal-
ysis. While the identified shortcomings are serious, they have not yet
proved fatal. There is still faith in the Commonwealth Caribbean’s capac-
ity to reform the Westminster-Whitehall system incrementally. Ryan
(ibid.: 347-349) himself takes this line, as does the Organization for
American States (OAS) Unit for the Promotion of Democracy, which ex-
amines the relationship between the ‘“Westminster system” and ‘““good
governance” and concludes “there [are] serious and substantial reforms
that would go a long way toward correcting or at least alleviating imbal-
ances and deficiencies of the current system” (OAS, 2002).

Attention here has focused in the main on public sector reform — by
which is meant the implementation of the ‘“new public management”
paradigm (CARICAD, 1995) — and on the further and deeper involve-
ment of civil society organizations in governance mechanisms (Brown,
2002). Neither of these strands of reform has been completely successful,
however, and the governance debate in the region can best be described
as being ‘““in recess” (Sutton, 2006a). The debate should be revived, but
in a manner that gives greater prominence to the development dimension
and provides a broader interpretation of the elements of “good gover-
nance”’. This will mean both more deliberative and purposive action by
the state at the national and regional levels and, more generally, a recon-
sideration of the role of the state in the region. In so doing, the Common-
wealth Caribbean must look beyond what Clive Thomas (1998) has
described as ‘‘the post colonial development state’” and the successor
“neoliberal state” to a new form of state with greater involvement of civil
society organizations, a more supportive public sector and a wider vision.
It must also be a more ““proactive” state, given the generally weak record
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of the private sector outside of a small number of enclaves in relatively
few countries. The key here is to build capacity in state management
and planning and to deliver more effective and efficient public services
to citizens.

Conclusion

Where does all this lead by way of conclusion? At the outset of this chap-
ter I highlighted the importance of Bernal’s case about the Common-
wealth Caribbean’s need for “strategic global repositioning”, and argued
that his formulation of this concept has not been given sufficient criti-
cal scrutiny within the region, which thus has remained underdeveloped,
both intellectually and politically. I also identified competitiveness, diplo-
macy and governance as the formative elements of strategic global repo-
sitioning, and I have endeavoured to illustrate that problems within these
three areas manifestly constitute the most pressing, and intractable, as-
pects of the Commonwealth Caribbean’s current development problém-
atique. What is striking, however, is that the analysis of what needs to be
done in each sphere points strongly in the same broad policy direction.
What emerges is an overriding need to create in the Commonwealth
Caribbean a “CARICOM developmental state’” — the functional equiva-
lent of the kind of East Asian ““developmental states’ concept that was
so crucial in the 1980s and 1990s to breaking the impasse of underdevel-
opment in that part of the world. In the remainder of the chapter, I set
out briefly what is meant by this notion.

The concept of a ““developmental state” has been endlessly debated in
the academic literature, but Leftwich (2000: 167) classically defines it as
‘“a transitional form of the modern state ... whose political and bureau-
cratic elites have generally achieved relative autonomy from socio-political
forces in the society and have used this in order to promote a programme
of rapid economic growth with more or less rigour and ruthlessness”.
Although ““‘developmental states” are sometimes viewed as being neces-
sarily authoritarian in their politics, this is not a defining feature and so
does not preclude the idea of a democratic variant. The point is that the
political and economic élites have to be sufficiently distanced from the
push-and-pull of interest-group politics to have the autonomy to chart a
coherent development strategy — to identify and back the economic sec-
tors that have growth potential (“‘picking winners”’), to manage external
market relations with the rest of the global economy (‘“selective seclu-
sion”’) and generally to give strategic direction to a country’s develop-
ment ambitions. The key task is “getting the control mechanism right”
(Amsden, 1989), rather than ‘“‘getting prices right”, the mantra of the
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neoliberals. It is also considered vital, however, that the relative auton-
omy of the élites be “embedded” (Evans, 1995), meaning they should
be well enough enmeshed with business and other potential development
partners in the society that their proposed policies command legitimacy.

Like all development models, this package of characteristics obviously
emerged at a particular time and in a particular place. It cannot be trans-
ferred in a simplistic way. At the same time, this does not mean that im-
portant lessons cannot be learned and key elements of the model
subsequently adapted for use in other parts of the world. However, with
only a small number of exceptions (Griffith, 1991; Gayle, 1993), theorists
concerned with Commonwealth Caribbean development have ignored
the “developmental state” model, most presuming that it somehow does
not apply to a region with as great a commitment to democracy as to de-
velopment. Interestingly, the idea was picked up again by Nikolaos
Karagiannis, a research fellow at UWI in Jamaica. He concedes that, as he
puts it, it would be “wrong to consider that Japanese economic policy-
making could, or indeed should, be transplanted to Caribbean economies
which are characterised by different historical and cultural circumstances,
and different socio-political characteristics”. But what is important
to learn from East Asia, he argues, is “how to approach development
problems — i.e. the strategic approach” (emphasis in original), the point
being that, in his view, “governments may still pursue strategic industrial
policy in a globalising world economy” (Karagiannis, 2003: 25, 9).

The latter general point, which in a way is really what SGR has always
been about, is important but needs to be framed somewhat differently.
Karagiannis focuses exclusively on the nation-state as the potential vessel
within which to pursue strategic developmentalism. While it is the case
that all Commonwealth Caribbean countries need to focus hard on the
issue of competitiveness, improving their development diplomacy and
taking their interest in the reform of governance further than they have
done thus far, these goals will be extraordinarily difficult to deliver at
the national level alone. Considered as separate entities, all Common-
wealth Caribbean countries, even the largest and most populous like
Jamaica and Trinidad and Tobago, are too small to acquire and sustain
the necessary steering capacity. In a further manifestation of the politics
of smallness, Commonwealth Caribbean state machines are also, inevita-
bly, too close to the pull of societal pressures to establish the kind of
relative autonomy that is at the heart of the classic conception of a ““de-
velopmental state”. In short, however much one might wish it, the region
is not going to give birth to a flock of ““mini-developmental states’ at the
national level. In that sense, at least, it is right to conclude that the vari-
ous East Asian national experiences cannot be transferred to Caribbean
states.
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However, the crucial missing element in the discussion of the “devel-
opmental state’” concept in the context of the Commonwealth Caribbean
has been the CARICOM dimension. CARICOM remains, in essence, a
weak version of the intergovernmentalism that was all that was possible
politically in the region in the years after the collapse of the West Indies
Federation in 1962, qualified only by the ad hoc creation of the RNM and
the eventual establishment of a Caribbean Court of Justice. It may be,
though, that another opportunity to reshape the basis of Commonwealth
Caribbean regional governance is in the midst of presenting itself. In
July 2003, on the thirtieth anniversary of the original signing of the
CARICOM treaty, the CARICOM heads of government met in Jamaica.
Aware, as they put it, that “the current geopolitical and geostrategic en-
vironment is significantly different from that which existed ... in 1973”
and that “‘the process of globalisation and economic liberalisation contin-
ues to pose significant challenges for the economically fragile and vulner-
able member states of the Community”, they adopted the Rose Hall
Declaration on Regional Governance and Integrated Development. In
this statement, they agreed to establish a CARICOM Commission,
answerable to them but specifically charged with deepening the regional
integration process in matters such as the creation and functioning of a
single market and economy, as well as in “‘other areas ... as the Confer-
ence of Heads may from time to time determine” (CARICOM, 2003). It
was no more than a commitment of principle, but a CARICOM Commis-
sion was something that had never been promised before in the region,
and in that sense the Rose Hall Declaration was a momentous and poten-
tially seminal decision.

Everything, of course, depended (and still depends) on what ensues.
The heads of government set up a Prime Ministerial Group on Gover-
nance, chaired by Ramphal, the former RNM head, to elaborate on the
details of the proposal. This group did its work — including identifying
an income stream to support the commission that would be derived from
a percentage allocation of the import duties gathered by all CARICOM
states — and reported to a further gathering of leaders in February 2005.
They apparently felt they had too little time to consider such a major
change, however, and bypassed the matter. The heads of government
considered it again at another summit in February 2006, at which a fur-
ther “‘technical working group” was appointed, led by Vaughan Lewis, a
UWI academic and former prime minister of St Lucia. This group re-
ported to yet a further CARICOM heads’ meeting in February 2007
(Lewis, 2006). Lewis endorsed the commission proposal, but instead of
moving immediately to adopt the report, the leaders established a pro-
cess of further consultation and additional comment, including proposals
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for alternative models of governance. These were to be channelled
through Edwin Carrington, as CARICOM secretary-general, and in-
cluded in an interim report to be considered by the heads at their next
meeting in July 2007. Clearly, therefore, there has already been some
slippage of time and perhaps some waning of intent since Rose Hall.

It should be stressed, however, that the establishment of a CARICOM
Commission, with a new tier of three or four ex-regional politicians
appointed as commissioners, will not be transformative in itself. But a
commission that built itself up into something akin to a “CARICOM de-
velopmental state” might well be. What this would involve in detail re-
quires more argument and research, but at the very least it would mean
reviving the secretariat as the administrative base of the commission,
fully incorporating the RNM as the external affairs division, deftly inte-
grating a range of other regional mechanisms of functional cooperation
into the ambit of the commission and, critically, setting up a new and
dynamic economic planning bureau to plan the region’s overall develop-
ment strategy, including addressing fundamental questions of production.
The commission would need to be protected from day-to-day pressures
from the region’s political leadership, it would need to be seen to offer
the career of choice to the brightest and most energetic of the region’s
technocrats and it would need to work closely with the regional private
sector and key civil society organizations.

The Commonwealth Caribbean, at long last, might be on the verge of
setting up a CARICOM Commission, but it must beware of doing too
little too late once again. What is needed is an ambitious vision of what
the commission can become, and a sense that the creation of a regional
“development state” is both desirable and feasible if the Commonwealth
Caribbean is to engineer for itself a viable position within a globalized
world economy. Since the West Indies Federation ended in 1962, the re-
gion has, in effect, wasted a generation. It partially redeemed itself with
the establishment of CARICOM in 1973, but it now needs to seize the
Rose Hall moment, to establish and properly fund a CARICOM Com-
mission and to charge it with nothing less than charting all aspects of
a region-wide development strategy capable of coming to terms with
globalization.
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A fresh multilateral impetus
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8
Renewing the OAS

Andrew F. Cooper

Entering the new millennium, the Organization of American States (OAS)
appeared to be on the cusp of transformation, particularly in terms of its
promotion of a democracy agenda. In declaratory terms, much progress
was made in the evolution of a ‘“‘democratic solidarity paradigm”.' The
inter-American system’s emerging democracy norms and parameters for
collective action became enshrined in the historic Inter-American Demo-
cratic Charter (IADC), signed on 11 September 2001. In operational
terms, the OAS has built up a sizeable record of interventions in defence
of democracy against authoritarian threats or setbacks during the past 15
years that includes Peru (1992, 2000), Guatemala (1993), the Dominican
Republic (1994) and Paraguay (1996, 1999). The 2000 Peru initiative de-
serves special recognition, in that it took shape — with a high-level OAS
mission and the establishment of a mesa, or table of dialogue — in a man-
ner that would have been unthinkable a decade earlier (Cooper and
Legler, 2006). In 2003 the OAS also organized a tripartite mission —
along with the Carter Center and the UN Development Programme —
to facilitate dialogue between Venezuela’s polarized political forces.
Although this effort did not achieve its more ambitious aim of bringing
about national reconciliation, in May 2003 the tripartite mission helped
broker an agreement between the government of Hugo Chéavez and the
opposition Coordinadora Democratica for an electoral solution to the
political crisis.

With these conditions in mind, it was possible to put a positive spin on
the organizational trajectory of the OAS. Traditionally viewed as weighed

Which way Latin America? Hemispheric politics meets globalization, Cooper and Heine,
eds, United Nations University Press, 2009, ISBN 978-92-808-1172-8
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down by structural constraints, the OAS was for the first time allowed
space and capacity for agency. As the director of the Americas pro-
gramme at one leading US think-tank asserted as late as November
2004: “The OAS represents multilateralism that works. It is the key ele-
ment of the inter-American system. With the decided support of the
member states, it is poised to move ahead in serving the citizens of the
hemisphere” (DeShazo, 2004).

In terms of style, the OAS seemed to be well on its way towards shift-
ing from a quintessential club-type entity to an organization embracing a
more expansive, networked form of multilateralism. Club multilateralism
engages with issues such as democratic promotion only to the extent that
this activity allows the status quo to be managed more effectively. Highly
protective of the prerogatives of states (the members of the club), club
multilateralism is content with the framework of the sovereignty-
protected system. Central to the dynamic of networked multilateralism,
by way of contrast, is the desire to effect change within the corpus of the
domestic political system. Far more diffuse in its make-up — with room to
operate for non-state as well as state actors — networked multilateralism
is quite willing to challenge the norm of non-intervention.?

Still, as quickly as this type of scenario enveloped the workings of the
OAS, the central debate shifted to other concerns about multilateralism
in the Americas. In part these concerns reflected embedded issues of
organizational capacity, but they were also an extension of the measure
of polarization taking hold within the OAS. Far from a sense of consen-
sus, the OAS has become a site of divergence about the rules of the game
for the organization.

The United States, traditionally the dominant member of the OAS,
was ambiguous about the shift from a club to a networked form of multi-
lateralism, since this mode of operation made it far more difficult for
the United States both to socialize and to discipline the OAS. But the al-
ternative scenario was far more divisive, in that it constituted a direct
challenge to US leadership of the OAS. Whereas the United States an-
ticipated benefits as well as complications from the shift to a networked
approach, a clash about rules increasingly became a win/lose struggle be-
tween the United States and its allies versus Chavez of Venezuela and his
allies. Rather than a contest about organizational style, it became one
about who makes the collective rules for the OAS and for what reasons.
If networked multilateralism has made the dominance of the United
States more awkward, it has also been fundamentally compromised by
what could be seen as an ‘“‘anti-hegemonic” force with no interest in
what the United States considers to be consensus orientation or accept-
able behaviour (Cox, 1992).
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The nature of the club

In defining the OAS as a classic “club”, it is informative to point to a
number of core characteristics that determine both the institution’s
strengths and its weaknesses at the point of transition. The first of these
is the enhanced profile of the role of OAS secretary-general since César
Gaviria took over the position in 1993. As Gaviria was intellectually will-
ing to take risks in pushing forward the democracy agenda, he must take
a good deal of the credit for the turnaround of the OAS (Gaviria, 1998).
Bureaucratically, Gaviria injected some new blood into the organization:
rather than accept the notion that the OAS was the preserve of the older
generation, Gaviria surrounded himself with a ‘“‘kindergarten” of tal-
ented younger advisers.

Operationally, Gaviria was willing to bend the restrictions of club mul-
tilateralism. While technically beholden to member states, he exercised
considerable operational leadership in both Peru and Venezuela in a
way that undoubtedly enhanced the prestige and authority of his office,
independent of the weight of member states behind him. In addition to
numerous fact-finding and consultative trips and press statements, Gavi-
ria expanded his “‘good offices’ by centralizing control over secretariat
activities to promote democracy and taking personal charge of facilitating
dialogue in polarized Venezuela from November 2003 to May 2004.

Yet, by interjecting an element of personalization into its culture,
Gaviria expanded the scope for criticism of the OAS’s modalities, partic-
ularly with respect to his intervention in Venezuela. After all, Gaviria
was the former president of Colombia, a country with which Venezuela
had considerable tensions over operations by Colombian guerrillas along
their shared border. To his critics, Gaviria’s rationale for taking on the
position of facilitator was merely that of self-promotion: a bid for the No-
bel Peace Prize, a high-level UN position or, perhaps more far-fetched,
re-election as secretary-general of the OAS. To his supporters, however,
Gaviria combined genuine concern for the promotion of a ‘“‘newly
focused” OAS and fear of the spillover effect in the hemisphere (more
precisely in the Andean region, including Colombia) of the breakdown
of order in Venezuela. In case any doubts remained about his personal
commitment to the mission, the secretary-general moved both physically
and psychologically to Caracas for approximately six-and-a-half months.

In the post-Gaviria era, however, transition problems have added to
the OAS’s organizational vulnerabilities. In a touch of profound irony
for a region so often associated with corruption — and for an organization
that took the lead in producing the Inter-American Convention Against
Corruption, the first anti-corruption treaty in the world — the consensus
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choice to succeed Gaviria, former Costa Rican President Miguel Angel
Rodriguez, was forced to step down in October 2004 after only three
weeks in office over charges that he had accepted kickbacks during his
1998-2002 presidential term.

A second determining characteristic of the OAS in transition, which
has attracted some considerable attention, involves the issue of material
resources. The organization remains in a weak financial position: its total
budget hovers around US$80 million and the level of its “Regular Fund”
has remained unchanged for a good many years. Its operations and pro-
gramming are further hurt by the fact that a significant number of its
members are in arrears on their annual contributions. Even at the mo-
ment now viewed as the high-water mark for the organization’s promo-
tion of a democracy agenda, this was a significant problem. At the end
of 2001 the accumulated arrears of the United States, Brazil and Argen-
tina were calculated at US$35.7 million, US$6.4 million and US$3.7 mil-
lion, respectively (OAS, 2001b; see also OAS, 1999a; Financial Times,
2000). The operations of the Unit for the Promotion of Democracy
(UPD) and, more recently, the Department for the Promotion of Democ-
racy have been especially affected by this budgetary shortfall. The UPD
must fund what has become an ambitious array of hemisphere-wide
democracy-enhancing activities, from democratic institution-building,
election monitoring and technical assistance to de-mining in Central
America, on a 1999 annual budget of just US$3.5 million, supplemented
by an anticipated US$10-15 million in external funding (OAS, 1999c). Its
election observation missions, a cornerstone of its operations, are funded
precariously by voluntary contributions at the national level instead of by
a permanent fund within the OAS (OAS, 1999b).

While necessary, this focus on personal leadership and funding is, how-
ever, far from sufficient to capture the restrictive underpinnings of the
OAS as a club. In stripping the culture of the OAS to its basics, three
components must be privileged. One is the respect that the organization
continues to accord to intergovernmentalism, although it might have bent
this orientation in several of its interventions — moves that signalled the
potential for progress toward networked multilateralism with a greater
intensity of operation and diversity of actors. But there has been no clear
break in the primacy of the club rule that, ultimately, it is states that de-
cide on courses of action. Indeed, one of the many paradoxes built into
the OAS has been that, amid the space opened up for faster response
and the inclusion of civil society, the legitimacy of the OAS as a club has
increased because of its stature as a club of democracies, rather than as
an institution full of dictatorships and military regimes.

The second distinctive component of the OAS is the exceptional stand-
ing of the United States, not only the dominant personality within the
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club but also the most prone to throwing its weight around to maintain
“order” therein. Dating back to the Monroe Doctrine and the Roosevelt
Corollary, the United States has consistently let its intentions be known
to the other members. This trend was further consolidated during the
Cold War years, via the 1964 Mann Doctrine that justified coercive
methods to curtail the influence of the Soviet Union in the region (Payne,
1996). What is more, the United States has shown an ongoing willingness
and capacity to act on its intentions in a manner — following the typology
laid out by Tes6n (1996: 30-31) — that subordinates soft intervention (in-
volving diplomatic discussion, examination and recommendatory action)
to hard intervention (entailing the use of coercive diplomatic measures,
such as economic sanctions) and even forcible intervention (through the
use of force, such as military invasion).

This proclivity of the United States to act as the policeman of the
Americas produced the backlash among the other members that consti-
tutes the final major trait of the OAS: the members’ overarching concern
that the principles of non-intervention and sovereignty be respected. All
the governments of the hemisphere fear the imposition of values that
represent merely a marker of US interests. The mechanisms of collec-
tive defence, therefore, have been for the most part directed against the
United States itself.?

The uneven post—Cold War role of the United States

Even released from the confining pressures of the Cold War, the United
States serves as an ambiguous (or even hypocritical) advocate of democ-
racy in the Americas. Its baggage of heavy-handed intervention has
tended to be juxtaposed with a perceived lack of interest in creating an
authentic democratic community. The administrations of neither Bill
Clinton nor George W. Bush can be said to have engaged in a longer-
term, forward-looking vision for democracy in the Americas. Rather, the
United States has alternated between a search for a new model of eco-
nomic and social interdependence and the instinct to use a realist frame-
work. The Clinton administration clearly lacked a longer-term, more
progressive, post—Cold War vision for the hemispheric agenda in which
the consolidation of democratic solidarity would become the present-day
equivalent of the Kennedy administration’s Alliance for Progress. To the
extent that democracy in the hemisphere figured significantly in the first
George W. Bush administration, it was almost exclusively as a reaction to
problems within the Americas with potentially serious repercussions for
US security interests, whether directed against Cuba or Cuban influence,
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drug trafficking or illegal immigration, as witnessed in the push for the
June 2002 Inter-American Convention Against Terrorism.

To be sure, the US level of tolerance of the types of democratically
elected governments it deems to be acceptable and the repertoire of tools
to be used to promote democracy in the region have been augmented.
With a redefinition of the stakes involved and the absence of a common
enemy, one of the side-effects of the end of the Cold War was a fragmen-
tation of bureaucratic interests. In the competition between the Pentagon
and the State Department, as well as between the intelligence and drug-
enforcement agencies, space opened up for ‘“‘soft” diplomatic techniques
to a degree never previously allowed. The ascendancy of the State De-
partment in articulating Latin American policy during the Clinton years
was reflected in the prominent roles of Under Secretary of State Thomas
Pickering and Peter Romero, acting assistant secretary of Western hemi-
spheric affairs, at the OAS General Assembly held in Windsor, Ontario,
in 2000 and in the initiation of the Peru initiative.

The role of the United States as a supporter of the IADC provides fur-
ther evidence of this trend. Until the last decisive moment, the United
States cannot be said to have been the “maker” of the Democratic Char-
ter; rather, distracted by the complexity of changing administrations, the
United States assumed a secondary position in the early part of the nego-
tiations. The start of the initiative coincided with a wholesale change in
bureaucratic personnel, with the Clinton team being replaced by Roger
Noriega and Otto Reich.

But if not the ‘“maker”’, neither was the United States the ‘‘breaker’ of
the IADC process. At the April 2001 Summit of the Americas in Quebec
City, US President Bush and his advisory team did not hold up the para-
graph on the charter due to the lack of text. On the contrary, the United
States perceived the benefits of having the charter in place not only as
locking in representative democracy in countries such as Peru but also
as another potential tool for any crowbar diplomatic efforts directed at
cases like Haiti or, potentially, Venezuela or even Cuba.*

From the perspective of civil society, US groups were at the forefront
of the monitoring (and lobbying) effort to strengthen the wording of the
charter. Dr Jennifer McCoy (2001), director of the Latin American and
Caribbean programme at the Carter Center in Atlanta, arguably was the
most prominent of these activists, but the campaign was joined by a num-
ber of other well-known non-governmental organizations (NGOs), in-
cluding the National Democratic Institute, once consultations began.’

It must be emphasized that, when it mattered most, Secretary of State
Colin Powell made a decisive contribution to the IADC that ultimately
ensured its success. Although he had been absent in the long prelude to
the special OAS meeting that finalized the charter on 11 September 2001,
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Powell did what was necessary to bring the IADC into existence amid the
unfolding spectre of tragedy in the United States. Instead of leaving right
away for Washington, Powell stayed in Lima for the number of hours it
took to have the charter passed with decisive and unanimous approval.
For a moment, at least, the need for an endorsement of a multilateral
commitment — and for democratic solidarity with the United States —
trumped all other priorities (OAS, 2001a).

To highlight the ““soft” aspects of US behaviour is not to suggest that
these features are fully embedded. Amid the expanding of the US reper-
toire of techniques to be used within the Americas, a reversion to harder
tools could be found as well. To calls for OAS intervention, the United
States flexed its muscle by making more tangible threats to reduce or sus-
pend bilateral assistance outright.®

The US stance on Venezuela revealed that an even more reactionary
style had been built into US foreign policy concerning the defence of de-
mocracy. In stark contrast to most of the rest of the Americas, the United
States appeared to support the overthrow of Chavez during the crisis sur-
rounding the April 2002 coup. Senior Bush administration officials had
met several times with key opposition figures in the months prior to the
coup. White House spokesman Ari Fleischer and then National Security
Adpvisor Condoleezza Rice remarked that Chavez had provoked his own
downfall. While the Bush administration had many reasons for wanting
to remove the Chavez government — such as its harsh criticism of the US
fight against terrorism, its close ties with Cuba, its apparent support for
the FARC (Revolutionary Armed Forces of Colombia) guerrilla group
in Colombia and its refusal to allow the United States to fly drug interdic-
tion flights over Venezuelan territory — the apparent US support for the
coup was at odds with its stature as a promoter and signatory of the
Inter-American Democratic Charter.”

The US current dilemma concerning the Americas

In terms of its current role within the OAS club — and indeed its location
within the Americas more generally — the United States has become
caught in a deep and apparently entrenched dilemma: its political and
psychological position does not allow it to act as a “normal” state within
its own back yard. Whatever its true motives, the United States remains
cast as the bully of the Americas. At the same time, it cannot easily act
unilaterally in the post—Cold War era, even though it might have new ob-
sessions — namely, the putative new “‘axis of evil” between Venezuela
and Cuba — that provoke it to act in this fashion. As former US diplomat
Wayne Smith has put it with graphic effect, ““Castro has the same effects



166 ANDREW F. COOPER

on U.S. administrations that the full moon has on werewolves. But the
‘werewolf” effect now applies to Chavez as well” (cited in Forero, 2005).

These limitations do not mean that the United States is powerless to
act in specific cases where the regional “order” is jeopardized. One clas-
sic case where the United States got its way was Haiti in 2004 (Bogdanich
and Nordberg, 2006). Not only did it avoid the presence of a UN stabil-
ization force that would have propped up Jean-Bertrand Aristide, but it
was able to remove Aristide in a way that put the stamp of legitimacy
on the process by extracting a letter of resignation from him.

On the main game evolving in the Americas, nonetheless, the United
States has become more circumscribed in what it is able to achieve. Its
verbal attacks on Chavez have been strong enough to arouse some con-
siderable tensions in the region. Rather than buttressing the US position,
however, this campaign highlights the extent to which the United States
has lost its grip on the hemisphere. Instead of reinforcing the pivotal role
of the United States, the counteroffensive has lent some credence to the
notion that the United States has become the “odd state out” within the
OAS club. As Peter Hakim (2006) has put it cogently, “Throughout
the region, support for Washington’s policies has diminished. Few Latin
Americans, in or out of government, consider the United States to be a
dependable partner.”

On the losing end: Electing a new OAS secretary-general

Two snapshots of recent events highlight the extent to which the United
States has lost control of the Americas in the context of the workings of
the OAS. The first showcases the US missteps in its attempt to impose
its favoured candidate to replace first César Gaviria, then Miguel Angel
Rodriguez, as secretary-general of the OAS.

Rewinding this episode, it would be difficult to think of a messier and
more counterproductive scenario for the United States. Instead of seek-
ing to find a credible consensus candidate — to which it could attach itself
as part of a winning constellation — the United States put the onus on a
narrow rewarding of geopolitical loyalty. Its first choice was the contro-
versial president of El Salvador, Francisco Flores, a politician whose rep-
utation was made and marred on the international stage by two political
decisions: first, alone among the leaders in the region, Flores supported
the coup to oust Venezuela’s Chavez in April 2002; second, Flores took
an active “‘followership” stance in the US-led coalition of the willing in
the Iraq war — even to the point of sending troops to Iraq.® As a reward
for supportive behaviour, this bid was doomed to fail, particularly as the
rival candidate, José Miguel Insulza, Chile’s interior minister, possessed
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strong credentials for the position. An experienced and pragmatic po-
litical scientist/politician from a pro-market state that had successfully
negotiated a free trade deal with the United States, Insulza appeared a
picture-perfect candidate for the United States to back, even if only on
the second attempt. Yet, rather than rallying behind this alternative, the
United States tried to stymie his bid.

The US second choice for secretary-general, Luis Ernesto Derbez,
Mexico’s foreign minister, was a marked improvement in terms of elec-
toral calculus. His curriculum vitae included acting as chair of the agricul-
tural negotiations at the World Trade Organization meeting in Cancun,
Mexico. He was also the original choice of Canada, the other partner of
the North American Free Trade Agreement (NAFTA), as well as the
fallback preference of the Central American states. Nonetheless, these
strengths were overwhelmed by a number of weaknesses. In a hemi-
sphere increasingly dominated by governments from the left, he was a
conservative politician from Fox’s Partido Acciéon Nacional with a back-
ground as a World Bank economist. Additionally, Derbez’s image as the
candidate from the NAFTA and soon-to-be Central America Free Trade
Agreement countries isolated him from the South American “core”
countries — excepting only Peru and Bolivia, which had their distinct his-
torical reasons for mobilizing against any candidate from Chile, and Co-
lombia, the closest US ally in South America.

As a sidebar, one can add that this dual image of the Derbez can-
didature pushed support away from him in Mexico itself. Many of the
Mexican political élite distanced themselves from this campaign on a
combination of personal/partisan/foreign policy rationales. Rather than
working to buttress Mexico’s image on the global stage, the bid was
viewed as individualistic status-seeking at odds with Mexico’s diplomatic
tradition. It looked too much like a reassertion of US authority, locking
Mexico into a North American hub and cutting into its capacity to take
independent positions on a wide variety of issues. The late Adolfo Agui-
lar Zinser — Mexico’s ambassador to the United Nations in 2002 and
2003, whose profile had risen because of his role in the Security Council
proceedings on Iraq and because of his firing by Fox over a statement he
made contending that the United States considered Latin America to be
its “back yard” — publicly criticized Derbez’s candidacy on these grounds.
Derbez was called before the Mexican Congress to explain his position,
with the Federal Chamber of Deputies asking him to withdraw from the
race (see Cevallos, 2005; El Universal, 2005a).

Nor, as this complicated campaign progressed, did the United States
raise its game in terms of its public commitment to democracy in the re-
gion or its level of private diplomatic skill in gaining support for its pre-
ferred candidate. On the one side, the US opposition to Insulza seemed
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to contradict its concern with the promotion of democracy. The Chilean
minister had an impeccable democratic record, including a stint of 16
years in exile (between Italy and Mexico) in opposition to the Pinochet
regime. The US resistance to his candidacy was therefore usually deemed
to be ideological in nature. Such suspicions were increased by US refer-
ences to Insulza’s call for the reinstatement of Cuba in the OAS and Cha-
vez’s lobbying for his election. Even when cast in this fashion, though,
the opposition to Insulza seems misguided. At odds with any image that
he was a Cuban apologist, Insulza got into a public row with Castro.
After being called a “‘silly little man” by the Cuban leader, Insulza re-
plied that “the worst favour we could do ourselves is to get involved in a
war of words with someone who has spoken so many words throughout
his lifetime” (Agence France-Presse, 2005a).

On top of this issue, neither Insulza nor the Chilean government had
been implicated in any underhand tactics in the campaign. Although
then Chilean President Ricardo Lagos met with Chavez as part of the
lobbying effort, Chile dissociated itself with both the purported actions
(favourable oil deals) and the words of the Venezuelan leader: “The
North American imperial power is trying to make itself the owner of the
OAS again, because it can see the OAS slipping out of its hands”
(quoted in Tobar and Richter, 2005). As its ambassador to the United
Nations denoted, Chile appeared to run a clean campaign: “Chile has a
policy on democracy and human rights that it doesn’t change for votes”
(The Economist, 2005).

In complete contrast, the United States pursued a muscular campaign
on behalf of Derbez. In terms of actors, Defense Secretary Donald
Rumsfeld went on a mission to the Americas in March 2005 to do some
arm-twisting. In terms of targeting, the United States was accused from
the start of using strong-arm tactics on the Caribbean states to bring
them into line with its position. It was only when Condoleezza Rice as
secretary of state became more fully engaged in this issue that the United
States smoothed over the cracks in terms of both its own diplomatic
approach and the political divide within the Americas. In an attempt to
regain some sense of initiative, Rice persuaded Derbez to withdraw
from the campaign, avoiding what would have been a final decisive but
divisive vote. Then, as part of a four-country consultative trip to the
Americas in April 2005, she nudged Insulza to make at least some token
statements that could be construed as support for an interventionist re-
gime on democracy.

Even this attempt at pragmatism — with the appearance that the United
States had become the deal-maker — was severely undermined by the
“hard” voices within the Bush administration. An e-mail message by
Roger Noriega, the assistant secretary of state for the Western hemi-
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sphere, subsequently leaked to the New York Times, ratcheted up the in-
terpretation of the Insulza declaration from pragmatic compromise to an
outright US diplomatic triumph with the exhortation that Insulza “was
[making] a public statement alluding to the Chavez threat” (Rohter,
2005; see also Lobe, 2005).

Misplaying the Americas agenda: The Fort Lauderdale OAS
General Assembly

The US performance as host of the thirty-fifth OAS General Assembly in
Fort Lauderdale, Florida, in June 2005 embellished the manner in which
it had misplayed the extension of the democratic agenda. The overall ten-
or of the US approach was to impose — not negotiate — its preferences on
the other members of the club. On the economic front, the welcoming
address by Bush focused on the benefits of open markets, as if the Wash-
ington Consensus remained fully intact (Sanger and Brinkley, 2005). On
the security front, the focus remained centred on US security interests
(terrorism/drugs) rather than on poverty, which preoccupied the vast
majority of members. For some leaders — President Luiz Inacio Lula da
Silva of Brazil stands out in this regard — this alternative agenda arose
out of a genuine commitment to social issues. For others, especially as
they watched the upheavals in Ecuador and Bolivia provoked in large
part by the privatization of water and natural gas, a strong element of
convenience took hold. In either case, they had some major incentives
for resisting the US recipe for action.

In more specific terms, the United States used its opportunity as the
convener of the event to try to isolate Chavez and the export of his Boli-
varian social model beyond Venezuela to the wider neighbourhood. The
obsession of the Bush administration with the Venezuelan leader — what
the New Statesman termed its “red rag” (Hilton, 2005) — increased as
Chavez consolidated his hold on power and, with that greater confidence,
his role as the voice of the counter-consensus in Latin America. Taming
this ascendant force became public job number one in the Americas, in-
famous as it was, in tandem with the longstanding US béte noire, Fidel
Castro, in what Otto Reich (2005) depicted as the ‘“Cuban-Venezuelan
axis”.

While the goal was clear, the means to achieving it were strictly lim-
ited. Whatever the extent of US involvement in the April 2002 coup
against Chavez, it was a tactic not to be repeated. Furthermore, economic
sanctions were a decidedly two-edged sword in the case of Venezuela.
As a leading producer of energy at a time of massive price increases,
Venezuela had a number of strong cards to play in any escalation of the
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conflict between itself and the United States: it could continue to reward
states that supported it diplomatically, and it could divert supply away
from the US market.

Faced with these boundaries, the United States turned to the IADC as
the prime mechanism to single Chavez out and target Venezuela for in-
tervention. The earliest and most persistent source of opposition to the
introduction of the charter had been framed in the terms that it would
operate as a device for replacing the Chavez government.® Venezuela
stood out at the Quebec Summit as the one country ready and willing
to go on record as having reservations about the document. This stance,
understandably, was in large part politically motivated, as Chavez and his
government perceived Venezuela as being the leading candidate for in-
tervention on the basis of the IADC. However, the normative base for
these objections needs referencing as well: the contradistinction between
representative and participatory democracy.

The US use of this tool to isolate Chavez had the additional paradoxi-
cal advantage of targeting the state that had been the first beneficiary of
the charter in practice, since, as mentioned above, the IADC had proved
to be the main mantra of rallying a defence from both inside and outside
Venezuela against the 2002 coup. If, in many ways, the charter was a suc-
cess during its first major test, many of its lessons were unintended ones.
In terms of its target country, the IADC had produced not only its most
critical opponent but also its most grateful beneficiary.

What got in the way of this rationale for deploying the charter against
Chévez were the flaws in the diplomatic style used in this effort. At odds
with the OAS ““club culture” concerning consensus, the United States
pushed forward its initiative on the IADC with little or no consultation,
adding to the notion of its being a “‘rogue’ player. In the words of Arturo
Valenzuela, a former Clinton National Security Council adviser and di-
rector of Georgetown University’s Center for Latin American Studies:
“To put forward this initiative, which has much merit, as a proposal
from the United States instead of broaching it as a consensual idea is, up
to a point, damaging to the initiative” (quoted in Agence France-Presse,
2005a). The respected observer Michael Shifter added: “The United
States made the classic mistake of not effectively or widely consulting
Latin American nations before putting forward the proposal” (cited in
Barclay, 2005).

Further weakening its credibility, the US initiative included little atten-
tion to detail about the way a supposedly upgraded charter would work
in practice. Initially, it appeared that the new mechanism would be
designed to act as a monitoring device (Noriega, 2005). Subsequently, the
focus shifted to its use as a tool to aid fragile democracies. As Secretary
of State Rice put it at the General Assembly, “There are clearly some
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troubled democracies in Latin America. Governments that fail to meet
this crucial standard must be accountable to the OAS. We must replace
excessive talk with focused action” (cited in Daniel, 2005).

The suggestion of such a mandate accentuated the image of the initia-
tive both as a reactive instrument that would allow the United States
to recapture its momentum after the Insulza victory and as an apparatus
intended to serve US, and not necessarily hemispheric, interests. Indeed,
without massaging the proposal to temper sensitivities in the region, the
United States opened itself up to a severe diplomatic backlash. On
grounds of principle, this negative reaction was a foregone conclusion.
States with a long tradition of standing up for the norms of sovereignty
and non-intervention — and against anything that smacked of US contra-
vention of these norms — were adamant in their opposition to the US ini-
tiative to upgrade the charter. Any thought of ratcheting up the IADC to
allow “police-like” instead of preventive activities was unpalatable to
Brazil. So was the issue that “‘outsiders’ would evaluate democratic stan-
dards (Rapoza, 2005; Brazil Report, 2005). In a similar vein, Mexico re-
jected any new architecture that would tilt the OAS away from being a
club of equals to one that would allow some members to become arbiters
or to impose their will on others. As a presidential spokesman noted,
“We are not in agreement with any tutelage from anybody” (E! Univer-
sal, 2005b).

In operational terms, there was vigorous resistance to any attempt to
draw up a list of “offenders” to be targeted by the OAS. Such a list was
viewed as objectionable not only for the normative reasons noted above
but also because a move to list-making would play to the sore feelings of
many states in the region about other punitive lists the United States had
drawn up on drug-enforcement issues and human rights violations. As
one critic from the Inter-American Dialogue, Daniel P. Erikson, sum-
marized, ‘“They’ve watched the U.S. government developing lists for
years. They don’t go down very well” (quoted in Richter, 2005).

Rather than acting as a catalyst for mobilization, then, the US initiative
had the unintended consequence of taking attention away from Venezu-
ela and placing it on the United States itself (Brinkley, 2005a; Hester,
2005). Indeed, Chavez took full advantage of this reaction by playing up
the theme that the target of supervision should be reversed: “If any gov-
ernment needs monitoring, it is that of the United States” (Agence
France-Presse, 2005b).

Reining in networked multilateralism

It is one thing to regard the quelling of the US initiative on the IADC
as a victory for club multilateralism — from this angle, the failure of the
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initiative was a straightforward rejection of the notion that the United
States had the power to impose its authority over other OAS members,
including Venezuela, through ““soft” means. It is another thing entirely
to suggest that this episode also means a substantive setback for net-
worked multilateralism in the Americas.

The model of networked multilateralism is based on the premise of an
enhanced role for NGOs. Indeed, what was innovative about the intro-
duction of the IADC was the galvanizing effect that NGOs from both
the North and the South had on the process. Any state-based opposition
to the charter was premised on the notion that this mechanism was too
intrusive. The fundamental concern of the societal groups, in contrast,
was the lack of clarity and substance in the text (see Cameron, 2002).
Set against this background, it seems likely that NGOs would favour any
initiative that upgraded the charter and translated words into action. The
so-called Friends of the Inter-American Democratic Charter included not
only NGO-friendly former politicians such as Jimmy Carter but also
members of civil society, most notably from Peru, the original ‘“home”
of the charter. As part of its own plan of action, this group wanted non-
state actors to be able to communicate directly with the Permanent
Council, traditionally the preserve of government envoys.'°

The NGOs’ distress arising from the IADC episode was due to their
feeling contaminated by the initiative’s strong association with US inter-
ests. At the core of the original initiative, as advocated by Noriega, was
the proposal to establish a committee — which would hear from trade
unions, lawyers, citizens’ groups and NGOs with concerns about their
own governments — to monitor the quality of democracy among the states
of the region (Brinkley, 2005b). Initiated with little or no consultation,
this component put the NGOs in an awkward position. Many in the
NGO community had sought to add teeth to the IADC — during the orig-
inal negotiations, Peru had suggested that the Inter-American Com-
mission on Human Rights perform the function of external oversight —
but this form of external validation had come up against the norms of
non-intervention and sovereignty, as the OAS members clung to their
state-based prerogatives. Other members of the NGO community used
the opportunity to attack the bona fides of the US government in intro-
ducing the measure. One US-based NGO representative stated, for ex-
ample, that the initiative was “an unwise and unjustified extension of
the Democratic Charter, which could be subject to political manipulation
... It would be better for the United States to resolve its differences with
Venezuela through normal diplomatic channels, rather than trying to
amend the Inter-American Democratic Charter so that it could be used
for political purposes” (Weisbrot, 2005).
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The spillover effect of the US initiative was renewed resistance not
only to the IADC but also to the legitimacy of NGOs’ involvement in
the process as part of the extension from club to networked multilateral-
ism. Exposed to unwelcome scrutiny as “‘allies” of the US government in
expanding the charter, advocates of maintaining the OAS as a tight,
state-based club used the opportunity to claw back gains the NGOs had
made in the exercise of inter-American multilateralism. This clash, in
turn, was intensified by an open dispute between the United States and
Venezuela over what an authentic NGO looked like. For example, the
Bush administration supported the presence of the Venezuelan group
Stmate (Join In) as an NGO and even invited the group’s leader, Maria
Corina Machado, to the White House. The Chavez government, how-
ever, regarded the group as an opposition movement and a backer of
the 2002 coup. In a vigorous counterattack, then Venezuelan Foreign
Minister Ali Rodriguez Araque accused the United States of misusing
the NGO accreditation process by granting NGO privileges to groups
that acted as political parties. Extending this argument, Rodriguez made
it clear that he was sceptical about most forms of NGO participation in
any schemata that amounted to networked multilateralism: “The organi-
zation is called Organization of American States and not organization of
the civil society”” (BBC Monitoring, 2005).

The shifting contest about club rules

Since these two setbacks for the United States, the form of contested
multilateralism in the OAS has shifted appreciably. As the form of net-
worked multilateralism has been frustrated, the contest between the
United States and Chavez’s Venezuela over club ownership has intensi-
fied. The degree to which US leadership has been eroded is to a consid-
erable extent a reflection of how that country has lost the geopolitical
script and the tools of influence within the Americas. But it is also a sign
of how Chavez’s “anti-hegemonic” campaign has become a polarizing
force not only at the mass level but also within the confines of the OAS
club.

The November 2005 Summit of the Americas in Mar del Plata, Argen-
tina, signalled the extent of this divide. Chavez was strident in his oppo-
sition to the US political/economic agenda and vowed to bury the
proposed Free Trade Area of the Americas. Other countries were drawn
to take sides, as witnessed by the vituperative post-summit exchanges
between Mexico City and Caracas that culminated in an expulsion of
ambassadors. Nor, it may be added, did this situation improve right
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away with the handover of power in Mexico from Vicente Fox to
Felipe Calderén. After Calderén told a Davos panel that countries
with prejudices against free trade agreements belonged in the past,
Chavez called Calderén a caballerito (Latin American Weekly Report,
2007).

Moreover, this intra-regional ideological battle is likely to escalate.
Chévez has accused the United States of making it difficult for Venezuela
to obtain spare parts for its US-made F-16 fighters and has threatened to
share the aircraft with Cuba and China. He has played the energy card in
cultivating other Latin American leaders of various left-wing orientations
who have also moved offside with the United States. Chavez held ‘“‘unity
talks” with Argentina’s Néstor Kirchner, promoting both Venezuela’s
entry into Mercosur and a number of energy accords, and he has reached
out to solidify ties with the Bolivian and Ecuadorian presidents, Evo Mo-
rales and Rafael Correa.

Beyond the internal challenge presented by Chavez, the US disconnect
with the region has made it easier for China to make headway from the
outside. In response to China’s requests, many Latin American nations —
including Argentina, Brazil, Chile, Peru and Venezuela, but significantly
not Mexico — have conferred on China the status of market economy.
China has also designated many nations throughout Latin America and
the Caribbean as official tourist destinations for Chinese citizens. As
well, in November 2004 China announced a US$10 billion energy deal in
Brazil, while Brazil’s state-owned oil company, Petrobras, and China’s
National Offshore Oil Corporation are reportedly studying the feasibility
of joint operations in exploration, refining and pipeline construction
around the world. China is also exploring energy deals in Ecuador,
Bolivia, Peru and Colombia, as well as offshore projects in Argentina.
Assertive Chinese commercial interests were also demonstrated at the
Asia-Pacific Economic Cooperation meeting in Busan, South Korea, at
which China and Chile signed a free trade agreement, the first between
the Asian giant and a Latin American country (Varela, 2005). “It is
essential that the leaders be able to put all of our political will and to
instruct the negotiators that it is necessary to succeed,” former Chilean
President Ricardo Lagos told a chief executives’ gathering alongside the
summit (CNN World Business, 2005).

The US mix of passivity and aggressiveness has not proved a menu for
effectiveness in the region. Its “hard” actions of the past, while still avail-
able, are doled out only as part of occasional side plots and not in the
pursuit of any strategic main game. Neither has the United States com-
pensated for this instrumental deficiency by any constructive display of
legitimacy-enhancing “‘soft” power (see Nye, 1990). When given a chance
to share responsibility, as on the election of the OAS secretary-general or
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building a creative coalition around an upgraded IADC, the United
States has fumbled the ball. Rather than boosting its authority, it has di-
minished its reputation and its ability to work in coalition with other
states of the region.

Tactically, the United States has demonstrated an ability to refine the
diplomatic skills needed to meet the challenges of the emergent geopolit-
ical realities. One sign of a revamping along these lines was the appoint-
ment of Tom Shannon, an experienced State Department official, as
assistant secretary of state for Western hemisphere affairs. The new US
position that the countries of the region should focus on human develop-
ment — by investing in people through poverty alleviation and jobs —
reflects this turn towards a more prudent form of statecraft.'! Another
signal was the Bush administration’s self-declared ‘‘year of engagement”
with the region and its charm offensive, complete with trips to selected
countries by Shannon and Nicholas Burns, the undersecretary of state
for political affairs, as preludes to a major tour by Bush himself in March
2007.

A further adjustment is the push by the United States to extend its in-
fluence among key members of the club. As an early sign of this trend,
Bush stopped for a “working visit” in Brazil on his way home from the
2005 Summit of the Americas in Mar del Plata. Even though Brazilian
President Lula has had his own numerous disputes with the United
States, this move towards a rapprochement was based on the recognition
that Brazil has become the pivotal country in a shaky region. In declara-
tory terms, Bush acknowledged that Lula “occupies a unique position in
the hemisphere”. In operational terms, the United States has signalled
new flexibility on issues important to Brazil, such as the recent offer in
the context of Bush’s trip to make substantial cuts in tariffs on farm trade.
In return for these overtures, with some hopes of success (Oppenheimer,
2007), the United States hopes that Brazil will help rein in Chavez and
stabilize neighbouring democracies.

Even with these initiatives, however, the most likely scenario is a long
moment of deep psychological frustration. Even apparent diplomatic vic-
tories for the United States showcased this mood, as witnessed most dra-
matically at the United Nations (a site Chavez used to castigate Bush as
the “devil”’). Although the United States was able to fend off Venezue-
la’s bid for a seat on the Security Council, it did so only after 47 rounds
of balloting, the choice of a compromise candidate (Panama) over its own
choice (Guatemala) and the use of heavy-handed tactics in this draining
struggle (LaFranchi, 2006).

Inevitably, the OAS has not just been caught up in this contested at-
mosphere but is in danger of being immobilized by it, as evidenced by
the manner in which the OAS straddled the US—Chavez conflict up to
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and during the June 2007 OAS General Assembly meeting in Panama.
Although there were some tentative signs that the OAS might criticize
the Venezuelan government for its refusal to renew the broadcast licence
of the private television channel RCTV, at the meeting the OAS adopted
a cautious form of club multilateralism. Secretary-General Insulza em-
phasized the organization’s ‘‘conciliatory role” consistent with the rules
of “dialogue and consensus” (Jurnalo, 2007).

In public, the majority of OAS members followed a similar approach.
The United States found it could muster almost no support for a proposal
that Secretary-General Insulza establish a concerted OAS mission to in-
vestigate the RCTV case. Secretary Rice’s claim that this was a vital case
of “freedom of speech” was countered by Venezuela, which used a mix
of defensive (sovereignty-oriented) and offensive tactics (for example, it
proposed that, if the OAS were to designate a commission, its first task
should be to look at the US military prison in the Guantanamo Bay naval
base or the situation on the US-Mexican border). Equally, the United
States, invoking the support of various NGOs (such as Reporters With-
out Borders) on this issue, was weakened by the fact that the main lobby-
ing of the OAS was carried out by former employees of RCTV.

Amid this polarization, any hope that the OAS will be able to extend
the shift from club to networked multilateralism becomes unrealistic. On
the contrary, the question turns on whether the OAS will even be able
to continue as a club. Already there are signs of disengagement by
major members. Notably, neither Brazil nor Mexico — states on which
the United States has placed great weight — sent representation at the
foreign minister level to the OAS General Assembly in Panama. In this
atmosphere, the main consensus-oriented club game of the OAS will be-
come even more difficult to achieve. Encouraged by its ability to counter
the United States on a wide dossier of cases, the Chavez government has
no incentive to play by the traditional rules. Indeed, even if it became the
target of OAS action, Venezuela would probably walk away from that
institution, as it has from international financial institutions.

For its part, the United States has shown little will or ability to learn
how to operate effectively in a club in which it is still a major member
but no longer the dominant one. Both its past baggage and the uneven-
ness of its current approach have led the United States to become in-
creasingly out of synch within this regional club. The pivotal test will be
how it adjusts to this sense of diminished status. It is one thing for the
United States to be stymied on specific issues, but quite another to feel
it is losing the club it was able to shape to its own needs and interests
for so long. This sense of loss might spark a creative response, although
the thrust of this rethinking might direct the United States towards ad
hoc solutions — with an emphasis on new forms of coalitions of the willing
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as opposed to a renewal of the OAS. It might also, however, stimulate
the United States to take a more muscular approach to reclaim owner-
ship. How the US response plays out will determine not only what type
of club (if any) the OAS will be but also the overall pattern of hemi-
spheric politics.
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United States of America in Lima, Peru (2000).

7. On the US role in the coup see DeYoung (2002); Hakim (2002); Kay (2002); Krugman
(2002); Marquis (2002); Rosen (2002); Shifter (2002); Slevin (2002); Valenzuela (2002).

8. For a fuller analysis of this concept see Cooper, Higgott and Nossal (1991); see also Nye
(2002).

9. For background see Ellner and Hellinger (2003); Sylvia and Danopoulos (2003). On the
Venezuela-US relationship see Kelly and Romero (2002).

10. On the Friends of the Inter-American Democratic Charter see Carter Center (2005);
Friends of the Inter-American Democratic Charter (2005).

11. See Thomas A. Shannon’s statement to the Senate Foreign Relations Committee, 21
September 2005 (Shannon, 2005).
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9

Dealing with threats to democracy

Dexter S. Boniface

I want to start by pointing to something very important in the military develop-
ments of April in Paraguay. Something novel, really new. The insurgents did
not go for a traditional coup, that is, an undisguised overthrow of established
authority in defiance of the Constitution. That was the traditional way. The in-
surgents of April in Paraguay tried to inaugurate a new style, which I call
“coup under the table.” That is to say, a show of respect for existing laws and
the Constitution while applying pressure or threats to remove the constitutional
government through resignation. The leader of the insurgency did not aspire to
the presidency, he only wanted it to go [to] the speaker of the Congress — the
third in the constitutional order of succession. Thus, to all appearances, the
Constitution and the rule of law were respected. The leader of the insurgency
may have been seeking in this way to run the government from under the table.
(Domingo Laino, quoted in OAS, 1996: 8-9)

In October 2003 Bolivian President Gonzalo “Goni” Sanchez de Lozada
reluctantly resigned after facing massive street protests. In an interview
with the BBC days after his resignation, Goni blamed his fall from power
on ‘“‘a conspiracy, of sedition by armed groups, ‘narco-syndicalist’ groups,
terrorist groups and cartels who created a confrontational situation, leav-
ing me no way out but to resign” (BBC News, 2003). In April 2005 Ecua-
dor’s elected President Lucio Gutiérrez was removed from office by a
controversial vote after he refused to step down in the face of escalating
social protests. He was the third Ecuadorian president in eight years to
be forced from office by street protests. In the midst of the crisis, he
swore he would not resign, noting “I was elected for four years” (BBC

Which way Latin America? Hemispheric politics meets globalization, Cooper and Heine,
eds, United Nations University Press, 2009, ISBN 978-92-808-1172-8
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News, 2005a). From exile he later declared that he planned “to show
there was a coup and that the president [successor Alfredo Palacio]
is usurping power” (BBC News, 2005b). A month later, in June 2005,
Goni’s successor, Carlos Mesa, became the second Bolivian president in
as many years to resign in the face of explosive protests.

Events in Ecuador and Bolivia were hardly unique in Latin America.
In the past five years street mobs have helped to topple elected leaders
in Argentina (December 2001), Venezuela (April 2002) and Haiti (Feb-
ruary 2004) and rattled democratic governments in Belize, Mexico and
Nicaragua, leading one observer to conclude that “In Latin America,
coercive street protests rather than militaries now seem to be one of the
biggest threats to democratically elected governments” (Hopgood, 2005).
Indeed, although military coups have not completely receded as a poten-
tial threat to democracy in the region, it is clear that the challenges con-
fronting democratic regimes are changing and that the destabilizing
potential of street protests is a striking new phenomenon.

Of course, in assessing the consequences of Latin America’s new civic
activism for democracy, analysts reach widely different conclusions.
Many regard the mobilization of historically marginalized groups as a
positive advance for democracy that is helping to make Latin American
politics more participatory and representative. Noted pollster Marta
Lagos, for example, argues that “This is all a very healthy thing. People
have an idea what real democracy is, and they know they don’t have it
quite yet. They want governments that represent them and they will go
out to the streets to get that” (quoted in Harman, 2005). Yet critics of
the new “people power” in Latin America regard the protestors as an
unrepresentative (but vocal) minority who use mob tactics to undermine
legitimately elected governments.?

To shed light on these recent developments, in this chapter I develop a
two-part typology of democratic crises in Latin America, drawing a basic
distinction between endogenous and exogenous threats to democratic
regimes. In endogenous crises, the threat to democracy is internal to the
regime, meaning it results from the undemocratic behaviour of constitu-
tionally elected officials (generally those attempting to strengthen their
power). In exogenous crises, the threat emanates from outside the regime
— that is, from unelected persons, generally those whose interests are be-
ing challenged by the incumbent government’s policies. Within this latter
category of exogenous threats, I draw particular attention to the prolif-
eration of a new form of “coup” — the under-the-table coup — in which
violent pressure to remove an elected president through resignation is
combined with nominal respect for the constitution and the rule of law.?
Under-the-table coups occupy an ambiguous middle ground between tra-
ditional military coups, which involve the threat or use of violence, and
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constitutional impeachment processes, which involve respect for the rule
of law. Because of their inherent ambiguity, such crises represent a par-
ticular obstacle for organizations dedicated to the protection and promo-
tion of democracy in the region, above all the Organization of American
States (OAS).

The chapter proceeds in three main sections. In the first, I inventory
threats to democracy in Latin America since 1991 and present a two-
part typology of democratic crises. In the second section, I review the
underlying conditions, both economic and political-institutional, that
appear to be at the root of recent democratic crises in Latin America. In
the final section, I outline the types of measures international actors, par-
ticularly the OAS, might take to defend democracy against such threats.

The new instability in Latin America: A typology of
recent democratic crises

Latin America has made impressive democratic gains over the past few
decades, but the practice of channelling political conflicts through demo-
cratic institutions has yet to be fully institutionalized (Munck, 2006a).
Thus, as new democracies have sprung up across the region, so too have
new challenges.

Threats to democracy come in a variety of manifestations. In a recent
survey, Jennifer McCoy (2006: 763) identifies nearly 50 different episodes
of democratic crisis in Latin America over the 1990-2005 period.® In
her analysis, McCoy distinguishes five distinct sources or origins of
democratic crises: the military, incumbent leaders (i.e. presidents), differ-
ent branches of government, armed non-state actors and unarmed non-
state actors. McCoy (ibid.: 759) purposively differentiates the crises
according to the actors that generate them, rather than by the nature of
the threat itself, to underscore that ‘“‘international actors respond dif-
ferently not only to different types of democratic crisis, but also to differ-
ent originators”’.

My analysis of democratic crises in Latin America proceeds in an anal-
ogous manner, but with a slightly different emphasis and increased atten-
tion to the strategies that actors employ. I argue that, at the most general
level, one can distinguish recent democratic crises in Latin America by
first drawing a basic distinction between endogenous and exogenous
threats to democratic regimes. In the former, the threat to democracy is
internal to the regime, meaning it results primarily from the undemo-
cratic behaviour of elected officials; in the latter, the threat emanates pri-
marily from unelected persons or those external to the regime.
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Endogenous crises

Endogenous crises generally arise when incumbent presidents wish to ac-
cumulate political power at the expense of democratic accountability and
the rule of law.* They do this in one of two ways. On the one hand,
elected presidents and their allies may attempt to steal an election, thus
undermining linkages of vertical accountability between citizens and
their leaders — notable examples include presidential elections in the
Dominican Republic in 1994 (under Joaquin Balaguer) and Peru in 2000
(under Alberto Fujimori) and the senate run-off elections in Haiti in 2000
(involving the Fanmi Lavalas party tightly associated with Jean-Bertrand
Aristide). On the other hand, elected officials (generally presidents)
might try to accumulate power at the expense of the other branches of
government, thus undermining the checks and balances that ensure hori-
zontal accountability in a democratic regime — examples include the auto-
golpes or “self-coups” in Peru in 1992 (under Alberto Fujimori) and
Guatemala in 1993 (under Jorge Serrano) as well as instances of judicial
meddling, such as court-stacking in Ecuador by President Gutiérrez in
late 2004.° In some cases, furthermore, incumbents might steadily erode
both vertical and horizontal accountability — Haiti under Aristide and
Venezuela under Hugo Chavez arguably afford two examples. In short,
a major — perhaps the greatest — threat to democracy in Latin America
today emanates directly from those who are constitutionally elected to
power.

What distinguishes these endogenous threats from one another above
all is their relative severity. Sometimes, the threat elected officials pose
to democracy is unambiguous, as in cases of rigged elections and auto-
golpes. As 1 elaborate later, the international community — in particular
the OAS - has developed a reasonably robust (if imperfect) set of proce-
dures for responding to the most serious endogenous threats to demo-
cratic rule. In other cases, however, the challenge to democracy can be
less conspicuous, such as a questionable constitutional change or a minor
electoral irregularity perpetrated by the ruling party (or parties). Exam-
ples of apparently less severe threats include the legislative removal of
Ecuador’s President Abdald Bucaram by a dubious constitutional proce-
dure in 1997, the usurpation of legislative prerogatives by the Venezue-
lan National Legislative Commission (the so-called Congresillo) in early
2000 and the series of questionable measures (often referred to as “‘the
Pact”) orchestrated by Daniel Ortega and Arnoldo Aleman in Nicaragua
from 1999 to 2005. In such cases, one generally encounters a far more
timid and problematic response by the international community. Devel-
oping effective mechanisms to deter elected leaders from subtly abusing
their power is thus a critical challenge for the OAS.
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Exogenous crises

An equally pernicious category of threats to democracy results from the
illegal (or quasi-legal) actions of unelected officials. Historically speaking,
of course, Latin America’s militaries have been the most crucial un-
elected actors to threaten constitutionally elected governments by means
of coups d’état. Military coups have receded in recent years but have not
yet disappeared, as the cases of Suriname (1990), Haiti (1991), Paraguay
(1996) and Venezuela (2002) amply demonstrate.® Military officials (and
other unelected actors) can use more discreet ways to threaten democ-
racy, however, by pressuring and intimidating elected presidents while
publicly demonstrating respect for the constitution — what Domingo
Laino labels a “coup under the table”.

Here I must stress three critical points. First, the emergence of this new
type of coup is not accidental. It is most surely a conscious effort by un-
democratic actors to shield themselves from international criticism and
potential sanction. As Mainwaring and Pérez-Lifian (2005: 49) astutely
summarize:

In some countries, impeachments (Brazil 1992, Venezuela 1993) and pseudo-
constitutional forms of deposing presidents (Ecuador 1997) have become sub-
stitutes for military coups. In the new inter-American system, the costs of
overtly authoritarian rule have been prohibitively high. In contrast, the costs
of alternative, even nondemocratic means of deposing presidents are low, pro-
vided that the leaders of the effort to depose the president turn over power to
someone else.

In other words, actors seeking to undermine democratic governments
in the region are learning to adapt their strategies in the face of changing
international norms supportive of democracy.” Second, as I suggested
earlier, exogenous threats to democracy are not limited to the military
but encompass a variety of unelected actors, including ordinary citizens
— most significantly in the form of mass protests in the streets.® Third, all
of this suggests the need to clarify both the actors involved and the strat-
egies they employ (illegal, quasi-legal, legal) when analysing threats to
democracy. As a first step in this direction, I propose a two-dimensional
typology of exogenous democratic crises.

As figure 9.1 summarizes, in analysing the different manifestations that
exogenous threats to democracy take, I make two key distinctions. First,
the nature of such threats varies according to the primary actor or agent
of change involved.’ The threat may involve a massive social mobiliza-
tion of ordinary citizens (as in recent crises in Argentina and Bolivia), a
relatively narrow counter-élite with ties to the armed forces (as in recent
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Figure 9.1 A typology of exogenous democratic crises
Source: Author’s elaboration.

crises in Paraguay) or a combination of the two (as typified by Ecuador’s
short-lived coup in January 2000, when the military and mass actors
joined forces to overthrow elected President Jamil Mahuad).!°©

Second, the nature of exogenous threats varies according to the strat-
egies actors employ. Some are patently illegal, such as the use (or credi-
ble threat) of force against an elected government — as in the cases of
Haiti (1991, 2004), Paraguay (1996, 2000), Venezuela (2002) and Ecua-
dor (2000). Other strategies are legal or quasi-legal, such as combining
disruptive protests against the government with an emphasis on the con-
stitutional chain of succession — well represented by the cases of Bolivia
(2003, 2005) and Ecuador (2005), and partially by Ecuador (2000) and
Haiti (2004).'! These latter cases epitomize the challenge of the under-
the-table coup, when violent pressure to remove an elected president
through resignation is combined with nominal respect for the constitution
and the rule of law. Under-the-table coups represent a particular chal-
lenge for the OAS, which has been fairly consistent in denouncing tradi-
tional military coups. However, when the violent tactics of governme